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Vall ey Center, California, Wdnesday, June 22, 2011

M5. STEVENS: Good norning. | would like to go
ahead and get the neeting started. W are waiting to
make sure that everybody that was going to be here is
her e.

So to start, | would like to ask Delisle Cal ac
from R ncon to open our neetings.

MR. CALAC. Thank you. M nane is Delisle
Calac, and |I'm Chairman of the Gam ng Comm ssion at
Ri ncon. Welcone. | hope you enjoy your visit here. W
enj oy hosting these types of things. You' re always
wel cone to cone back. | would like to open with a
prayer.

(A prayer was offered by M. Cal ac)

M5. STEVENS:. Thank you, sir.

This is day two of a two-day consultation that
we' ve scheduled. W'IIl have many nore like this as we
I ncrease the nunber of regulations that we discuss in
consultations. They are two-day consultations.

Everyone shoul d have an agenda here. If you
could, please, | just want to clarify that the table
area here is for tribal |eaders or their designees as
the tribes have appointed, and what | would like to do

I's do introductions around the table before we begin.
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|"'m Traci e Stevens,

t he Nati onal

of the Tulalip Tribes of Washi ngton.

MR ROBERTS:
general counse
Conmi ssi on,
W sconsi n.

M5S. STEVENS: To
us who you are.

At hena Pri et o,

Mar k Pow ess,
Conmi ssion Director.

Good nor ni ng.
Tri be.

Good nor ni ng.
Rancheria Tri bal

Tracy Burris,

Scott Bachtell e,
Conmi ssi on.

Jan Costa, Tri bal
Rancheri a.

Jason Mal donado,

Wl lie Ranos,

Al ex Sanchez,

Comm ssi on.

I ndi an Gam ng Conmm ssi on,

I'"m Larry Roberts.
for the National

and |'ma nmenber of the Oneida Nation of

Canpo Gam ng Conmi ssi on.
Bi g Sandy Rancheria Gam ng

Chad Del gado,

Jason Andrews, Big Sandy

Gam ng Conm ssi on.

Vi ejas Gam ng Conm ssi on.

Pechanga Gam ng Conmm ssi on.

Torres Martinez Gam ng
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and |I'mthe Chai rwonan of

and I'ma nenber

" mthe

I ndi an Gam ng

my right. Everyone just tel

Bi shop Pai ute

Chi cken Ranch Gami ng
Chi cken Ranch

Adm ni strator,

Pechanga Gam ng Conmi ssi on.
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Steve Hines, Mdrongo Gam ng Agency.

Jerry Shultze, Mdrongo Gam ng Conmm ssi oner.

Morris Reid, Picayune Rancheria Band of I ndians
Tri bal Council.

Shei |l a Morogo, Executive Director, Cklahoma
| ndi an Gam ng Associ ati on.

Scott Crowell, legal counsel to the R ncon
Band.

Nor m DesRosi ers, Comm ssi oner for San Manuel .

Sherry Rodriquez, La Jolla Gam ng Conm ssi on.

M5. STEVENS: Okay. Thank you very nuch.

And, again, | do want to enphasize if there are
any tribal |eaders that are sitting out, certainly feel
free to sit where you would like. W invite you to sit
at the table with us.

Fol |l owi ng the agenda here, | do want to
I ntroduce the staff that we have here. Also from our
D.C. office way over there running the PowerPoint is
Melissa Schlichting. She is a staff attorney fromD. C

Fromthe regional office, we have the Regi onal
Director, Eric Schal ansky, who is right there. Many of
you probably work with himon a regular basis. His
adm ni strative assistant, which is out in the foyer at
the registration table, Pete Angeles; Field Investigator

Manny Sanchez, who is right here behind ne; Field
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| nvesti gat or Frank Hernandez; Field Auditor Paul
Bycroft.

Many of you probably work with themon a
regular basis. So | want to thank them for hel ping us
put this together. Wthout them we would not have been
able to orchestrate this and have it go as snoothly as
it has. So that's the staff we have here.

Goi ng over the neeting agenda, as we did
yest erday, we changed up our agenda fromthe previous
consultations. This is consultation No. 9 of a very
| ong schedul e that goes out into February, as we have
many regul ations that we are reviewing as part of our
initiatives as a Comm ssion of this -- not even a new
Commi ssion anynore. |It's part of our objectives during
our termto |look at the regul ations and see how we can
refine themand i nprove the reqgqulatory structure for
| ndi an gam ng.

So we' ve broken up these groups -- the regs
Into certain groups and have paired themw th ot her
regul ati ons, and are going out and talking to tribes
about each of these parts and whether they're working or
not for you, and al so having sone discussion drafts,
when possi ble, so we have sonething specific to talk
about. This is based on priorities that were given to

us by tribes earlier onin a Notice of Inquiry that we
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publ i shed | ast Novenber.

So the neeting agenda, when we were first doing
this, we had a small nunber of regul ations that we were
| ooking at. W would tal k about them and inform you
sort of the backdrop of the regul ation and why we were
tal king about it. Now we're up to nany regul ati ons that
we're tal king about. So we broke up the agenda so we're
tal ki ng about certain parts on certain days.

This is our first two-day consultation. W' ve
been doi ng one-day consultations, so it was a little
easi er to manage and have an open forum W are now
breaki ng these up so that, as we've been asked over the
past few days and even in sone of the previous
consul tations, inquiries about what tinme should | show
up because I only want to speak to a certain part, or
|'ve already spoken to a certain part; do you have any
new parts | want to tal k about?

So we've broken themup. Yesterday we were
tal ki ng about G oup One, fees, existing ordinances,
process questions on Class IIl MCS, facility |icensing,
and the potential (inaudible).

We al so tal ked about enforcenent and the PO
processes, background and investigation and |icensing
| ssues and those related regul ations. W tal ked about

t hose yest erday.
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Today we're going to be tal king about part 543,
I nternal control standards for Cass Il gam ng, and
| at er today m ni mumtechnical standards for gam ng
equi pnent used in the -- to play the Cass Il ganes.

That's the subject today. And | do want to
enphasi ze that we -- if you weren't here yesterday and
you want to make comments about certain parts, you're
wel conme to. W're not restricting it to just these
t opi cs today.

W understand that everybody is busy and has a
schedul e, especially tribal |eaders. They have many,
many ot her things going on besides what we're tal king
about today. | understand that you have a busy
schedul e.

You may only need to nmake a statenent. W do
make tinme. At any tine, the mke is open for open
coments to give a prepared statenent, if you woul d.
That's always going to be a part of the agenda. So that
I f you need to | eave, you can, and if you can give your
statenent or submt witten comments to us here.

Ceneral ly, what we'll be tal king about is G oup

Three today, Cass Il MCS and technical standards for
Class Il gam ng equi pnent. So that is what we'll be
tal king about. If there's anyone who needs to naeke a

statenent, prepared statenent, give a prepared statenent
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right now, we do have tinme on the agenda for that. But
absent that, | would turn the m crophone over to Larry
Roberts, our general counsel, to go over our topics of
di scussion for the first part of this norning.

Is there anyone that needs to address those in
sone way?

Yes, M. Crowell.

STATEMENT BY SCOTT CROVWELL

MR. CROVELL: Good norning. | have a very busy
schedul e today, so | appreciate the time now. And I
apol ogi ze i n advance for not being here yesterday.

"Wel come to the Rincon Reservation. |It's been
ny privilege to represent the tribe here for at | east
the |l ast 15 years or so. And as you can see, the tribe
has cone a | ong way.

“We hope your stay here has been confortable
and productive. | submt these comments today on behal f
of the Rincon Band of Luiseno Indians.

"The Rincon Band has previously submtted
comments and testinony on Goups One and Two, so we'l|l
focus our comments today on G oups Three and Four,
except to note that we are pleased with the progress
t hat has been made on G oups One and Two and wth the
attention received by our coments as well as those of

the other Tribes."
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Regarding "G oup Three: Cass Il Gam ng.

“Qur comments on G oup Three, Cass Il gam ng,
will be brief. W had followed the very hard and
detailed work of the Cass Il Wrking Goup and we
support their efforts and comments. Although R ncon has
a conpact, and although California has waived its 11th
Amendnent inmmunity, and al though Ri ncon has successfully
used the two together to obtain favorabl e changes
t hrough the federal courts, Ri ncon does not |ose sight
of the fact that many tribes throughout the United
States rely on viable Cass Il ganes. Many Tri bes are
confronted by states who hide behind 11th Anmendnent
i mmunity to deprive them of conpacts, such as Loui siana
with the Jena Band and the Choctaw and Texas with the
Ki ckapoo. Many other States use the unfair |everage of
t he Sem nol e decision to coerce tribes into unreasonable
gam ng taxes and intrusions into tribal self-governance.
As you consider the regulations of Class Il ganes,
pl ease keep in mnd that a viable Cass Il gane is the
only leverage that many tribes have in the wake of the
Sem nol e deci si on.

"Wth prior Conm ssions, discussion of Class Il
policy flowed into discussion regarding nonitoring and
I nvestigation - a main topic of Goup Four. It was with

great frustration that R ncon watched prior Comm ssion
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Chai rman Hogan work so hard to draw a "bright line' wth
Class Il ganes only to underm ne the efforts of many
tribes to |l everage Class Il gamng to secure Class |11
gam ng conpacts. Wile the NIGC woul d pl ace many C ass
Il ganes in to question, the Departnent of the Interior
sat quietly by when it could nove forward on Cass |11
procedures where States assert 11th Amendnent inmunity,
and DQOJ sat quietly when it could bring litigation
agai nst those states on behalf of the Tribes. 11lth
Amendnent imunity is not a viable defense in an action
brought by the United States. N GC, Departnent of
Interior and Departnent of Justice should work
cooperatively under the federal unbrella to develop a
coll ective and coordi nated approach to place all tribes
in the position that Congress intended - to class all
tribes in the position they would be if they had not had
the remedy taken away fromthem by the Sem nol e
deci si on.

"G oup Four." Qur primary thene is deference
to the tribal gam ng agencies as the primary regul ator.

"Group Four covers a lot of territory. Rincon
accepts that NI GC needs access to the gamng facility.
If we revisit the existing regulations, N GC should
enbrace a policy of deference and support of triba

gam ng agencies. The TGA is the primary regul ator of

800-227-8440
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tribal gamng. The tens of mllions of dollars in
aut hori zed Tri bal Conmm ssion budgets, the sheer nmanpower
nunbers, and the common presence of the nost experienced
regulators in the industry, quantify this basic fact.
The Tribe itself has the highest incentive to ensure
that the ganmes are fair and honest. In the vast
majority of circunstances, any Tri be out of conpliance
has the highest incentive to cone into conpliance.
Ri ncon encourages the NIGC to enbrace a formal policy
that ensures that the NNGC will take every effort to
i dentify the problemfor the TGA and/or the Tri bal
Council, work with the Tribe to cone in to conpliance
and only if those steps have been taken and have fail ed,
then take action in the formof an NOV with attendant
threats of fines and closures. | hear rhetoric that
this is how the Hogan Conm ssi on approached situations,
but I know of too many circunstances where the NOV cane
as a surprise to the Tribe and forced the Tribes at
I ssue to panic at the possibility of major fines and
cl osure orders. Even though those situations were
resolved with nom nal fines, the heavy-handed threat has
no place in proper governmnent-to-governnent dial ogue.
“"The nonitoring and investigative authority of
the NIGC gives it the ability to enbrace a policy of
def erence and support for TGAs. Using the authority to

Veritext/NJ Reporting Company
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make the case against a Tribe to show skeptics on the
H 1l that you are a strong regul ator places the
objectives of IGRA on their head. |In contrast, using
the authority to discover problens, and working with
TGAs and Tribal Councils to correct those probl ens
enbraces with the objectives of the Indian Gam ng
Regul atory Act.

"Ri ncon has technical conmments on the specifics
of Group Four, which are set forth in our witten
statement. W will stop our oral testinony at this
poi nt, unless the NIl GC has questions or issues that it
would li ke us to address. Again, welcone to Rincon."

M5. STEVENS:. Thank you, M. Crowel|l.

Do we have others that need to make prepared
statenents or offer a comment due to their schedul es?
If not, what | would like to do is turn over the
m crophone to Larry Roberts, our general counsel, to
pi ck up on what page -- page 17 on the Power Poi nt.

And it is up on the screen there, so I'll let
Larry go ahead and go through the discussion on G oup
Thr ee.

MR. ROBERTS. Good norning, everyone. | see a
| ot of the sane faces that were here yesterday. Thank
you for attending this consultation. For those of you

that did not attend yesterday, | want to nmake cl ear that

Veritext/NJ Reporting Company
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this is a governnent-to-governnent consultation between
Nl GC and tribes, and if you are not here at the request
of a tribe, we ask that you not attend this
consultation. This is not a public neeting. This is a
gover nnent -t o- gover nment consul tati on.

For those of you that weren't here yesterday,
Nl GC has gone forward with a regul atory revi ew process
of all of its regulations. And not to go too nmuch in
detail or to re-cover steps that we took yesterday, but
basically NIGC is going through consultations here to
hear directly fromtribes as to how and in what fornat
and where the regul ati ons should be revi ewed and
addressed and perhaps anended.

The Commission is conmmitted to a clear and
transparent process. W're going through this process
in sort of three phases, where the Commi ssion is putting
forward di scussion perhaps, |ike we discussed yesterday,
for physically licensing and fees, to get initial
comment back fromtribes and the public on those drafts.

If, after receiving cooment fromtribes on
di scussion drafts, the Comm ssion may then decide
whet her to nove forward with a proposed rule, which
woul d al l ow, again, consultations and comment fromthe
public on those proposals before the Conm ssion deci des

whet her to go forward with a final rule.
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The proposed rule stage would typically all ow
60 days for comment, and the final rule would provide
for a 45-day witten comrent period.

As the Chairworman nentioned today, we're going
to talk about G oup Three, Class Il, internal contro
standards and Cass Il technical standards. The
Power Poi nt presentation for today is going to be
significantly shorter than what we had yesterday.

Basically we asked, in Goup Three, a handful
of general questions that we're hoping for feedback on
today. The Notice of Inquiry that the Comm ssion issued
requested comment on how to proceed with revisions to
these two parts. Currently the MCS inplenentation date
is COctober 13, 2011.

Nl GC was in the process of drafting changes to
the dass Il MCS during 2010. And nost recently, as
probably many of you are aware, the Tribal Gam ng
Wor ki ng G-oup rul es have been submtted to the NIGC, and
those are currently under review. W're hoping to post
t hose on our website shortly.

In terms of Class Il mninmal internal control
standards, the questions that we would like to discuss
are what are the key issues that need to be addressed in
the MC? Are there any structural revisions that should

be made to the M C? How should NI GC make revisions in
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the future to address technology? And finally, should
t he Conmm ssion consider extending the effective date of
the MCS for bingo that is -- currently the
| npl enentation date is currently October 13, 2011.
Wth that, 1'll turn it back to the Chairwonman.
M5. STEVENS. So today, like Larry says, this
Is a very short portion of our PowerPoint. W have not
put a draft out. W have the existing regs that were
put on the books in October of 2008 with extension tine
| ines for several years for the effective date.

We have heard fromtribes about the need to

address sone of the areas in the Cass Il MCS. These
M CS were born froma tribal advisory group, | believe,
that was started in -- | want to say July of 2008, but

before that, there were other groups that were worKking
on this that was working with the NIGC s tribal advisory
gr oup.

We do have, as we said, sone alternative
standards that were delivered to us by tribes that was
done through a Tribal Wrking Goup that was separate
and apart fromNIGC. The NIGC did not participate in
that. That was nore of an ad-hoc group that was put
together at the behest of several tribes that were
Interested in putting an alternative option, sone option

in front of the NNGC. And as Larry said, we're stil
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reviewing that. And we'll post that as a coment for
subm ssion on our website as soon as our review is done.

So I'"'mgoing to open the floor to just anything
on Part Three, Cass Il mnimal internal control
standards. Any observations, especially fromthe
regul ators, and how the current work that was finalized
in 2008 -- howis that working for you? Wat changes do
you think will need to be made for these Cass Il MCS?
Any of those issues that woul d hel p i nform our decisions
her e.

The floor is open on Cass Il MCS. Anyone who
woul d like to provide coment or ask any questions?

STATEMENT BY NORM DESRCSI ERS

MR. DESROCSI ERS: Norm DesRosi ers, San Mnuel .

| don't have so nuch as a coment as | do a
question, maybe, that m ght be hel pful to nost of us. |
understand there are a couple of folks here, regul ators,
fromthat working group. And | would sure |love to hear
fromthem on naybe sone of the highlights of what was
wor ked on the change in conparison to the other stuff.
| s that possible we can do that?

M5. STEVENS:. |'m happy, if there are fol ks
that were part of the Tribal Gam ng Wrking G oup that
are authorized fromthe tribe to speak, we would be

happy to hear from you

800-227-8440
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Yes. You want to just cone right here?
STATEMENT BY LI NDA McGHEE
M5. McGHEE: |'m Linda McGhee with the Poarch
Band Creek Indians in Al abanma.
And | was on the 2008 advi sory group working on
the MCS. And | would like to say, and Norm knows this

because he sat in several of them when we worked on

that group, there were -- we were working on Class |11
docunents, but the Class Ill, they kept getting shot
over to Cass Il regs. And when the Class Il regs cane

out, we noticed that a lot of the regulations in there
were still geared towards Class |1l ganes.

So, in ny opinion, the docunent that we worked
on in 2008, if considered Class Il, is not a working
docunent. It's -- there's too many things in it that
are not Class Il. They're nore geared to Class Il
regs.

Ri ght now, |I'ma nmenber of the tribal working
group that's working on the docunent now, and we are
trying to gear it nore in line to Cass Il regulations
rather than Class Ill. W're trying to keep the C ass
1l out of it, because there's a |ot of aspects in C ass
Il that, if you put dAass IIl intothe Cass Il, they're
not going to work. |If that nakes sense.

M5. STEVENS: Are there specific areas, if |

800-227-8440

Veritext/NJ Reporting Company

973-410-4040



© 00 N oo o b~ wWw N P

N N N N N N P B P PR R R R
a A W N BB O © 00O N O 00~ W N ., O

Page 19

may, that come to the top of your m nd about a process

for class -- MCS process for Cass IIl that does not

transfer over to Class I1? Can you nane specifically --
M5. MCCGEE: Yeah. There's instances in the

technical standards. And there's instances in the bingo

standards. There's no bingo in Cass IlIl. There's a
| ot of bingo in Cass Il. Bingo is one of our biggest
secti ons.

And they were trying to -- in Cass Ill, it was

call ed gam ng nachines. And the gam ng machi nes were
fed over into the bingo docunent. And as a regulator --
|"ma director of conpliance for the gam ng comm ssion
at Poarch Creek, and as a regulator, we had a very
difficult time trying to do audits based on the gam ng
machi ne section, when we were trying to separate out

el ectronic bingo fromregul ar bi ngo, paper bingo.

So, in that instance, bingo is one of the
bi ggest topics, because in Cass Ill, like | said, it's
geared to gam ng machines. And we don't have gam ng
machi nes.

M5. STEVENS: Do we have others here that are
part of the Tribal Gam ng Wrking G oup or the Triba
Advi sory Conmttee that the NI GC sponsored years ago?

Yes, sir.

STATEMENT BY JERRY SCHULTZE

800-227-8440
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MR. SCHULTZE: Jerry Schultze from Morongo.

Tracy Burris was on it with ne for quite a
whil e, and basically we started out as another Class |11
commi ssion. And it got converged with the O ass |
comm ssion. And that was the one that ended up, |
believe, in February of 2008. And part of the process
was that we woul d advi se, but our advice wasn't taken.

And the attorneys -- there were several, many
attorneys that were there present during nost of these
things, and their view was we needed to keep the

el ectronic needs to bingo as close to bingo as possible

and not using Class IIl termnology. And, froma guy
using the Cass Ill, it was a little bit of a shock.

But Iike the bill acceptor and all those terns
used in Class Ill are different for Class Il. And the

purpose of that is to defend against states |ike
Al abama, Ol ahoma, and maybe in the future California,
so that they're consistent and all w th bingo.

And the technical standards, we never even saw
those. Those were just handed to us by a fornmer chief
auditor fromNIGC. W had no say on that whatsoever.
So it was basically an advisory conmttee that advice
wasn't taken.

So the | atest group, they've cone along, and

they' ve had a | ot nore experts -- like in Cklahoma and

800-227-8440

Veritext/NJ Reporting Company

973-410-4040



© 00 N oo o b~ wWw N P

N N N N N N P B P PR R R R
a A W N BB O © 00O N O 00~ W N ., O

Page 21

people like that, they're experts on this Cass II

stuff. They have a lot of input wth a lot of the O ass

Il attorneys. That's what's needed so that we can fight

t he governnents, |ike in Al abama and Gkl ahoma or --
wherever, you know, they're not fair to the tri bes.
So that's when that whol e process started.
That's when it cane to be and taken up by the new
comm ttee.
M5. STEVENS. Just before | go to you Tracy,

want to clarify that, and | heard it from Poarch over

here, is that the previous N GC-hosted basically triba

advisory commttee did not -- and the product that cane

out of that did not necessarily reflect the working --

the commttee, the advisory conmttee. |Is that -- and

that --

MR. SCHULTZE: Yeah.

M5. STEVENS: -- you know, would be hel pful ?
Are you saying it would be hel pful to have anot her

advi sory commttee --

MR. SCHULTZE: |If you were to have an advisory

comrittee, you' re there because you want to get their

advice. And they're there because they have sone | evel

of expertise to be able to give you this advice. They

don't represent all the tribes, but they represent

experience of the tribes.
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We had sone hi gh- powered peopl e on these
things. And we were prom sed a bunch of things, and it
never cane to be. It was just here it is. And
M. Hogan -- the directorship was kind of a dictator.

It was either his way or else, you know, which was a
conpl ete difference fromwhat we were using before when
we had Terry and Elizabeth and people like that. It was
kind of a slap to us.

One conmi ssioner, a good friend of mne, he
wasn't always in conjunction with the chair, but he was
the vice chair, so you have to kind of go along with it.
But we were very, very disappointed. And quite a few
menbers actually quit along the way, because we felt we
wer e being used as w ndow dressing -- you know, we
consulted wth you guys, but they really didn't. Qur
| nput was not taken per se.

Different fromthe other MCS. That was on the
2001/ 2002, and that was verbatim just about what we
agreed to, even though if you go back and | ook at the
opening, we said the NIGC didn't have the authority to
do this. In the spirit of cooperation, we realized the
M CS was inportant to do this. That was al nbost taken
verbatimfromus. And it didn't happen after that.

So I'"'mjust saying | think you have assets here

that you need to use and you need to use these people's
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experi ence and everything el se, because we have sone
evil state governnents out there.

M5. STEVENS: Well, so do you think it would be
beneficial to put together another tribal advisory
commttee that would be nore interactive? |If the
product that was produced as a result of the other
advi sory group, the fornmer Conm ssion -- and, you know,
we're hearing this all the way up to today. 1've been
on this now for a year and |'ve heard this repeatedly
and al so used to work for a tribe. | know what you're
tal ki ng about.

There's no point in an advisory commttee if
the advice is not taken or at |east considered. W want
to make wel |l -informed decisions here. W're not going
to operate in a vacuum

Wuld it be of benefit to you -- are there
folks here that think it would be beneficial to try to
do a re- -- convene another working group or an advisory
commttee? And then, if that's the case, there's a | ot
of questions involved in that. Wo nmakes up the group?
How do you decide? Wuld it be beneficial to have a
facilitator?

|'"ve been in a -- | got the -- had the fortune
of working at Interior and working with sone of the

facilitators on sonme really contentious issues that
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i nvol ved tribes, and not just gam ng but other things.
It was hel pful to have a neutral person being able to
bring the groups to consensus as their goal.

And one of the original nenbers of the first
advi sory conmttee -- his name was Jam e Humm ngbird --
who said yeah, we had a facilitator, and that's how we
got to supportive -- sone consensus in the group.

O herwi se, you're just comng to | oggerheads or sonebody
wi ns and sonebody | oses, and/or there's a sense that's
what ' s happened and peopl e wal k away.

MR, SCHULTZE: First of all, yes, | think an
advisory conmttee is inportant and woul d be well
received by the tribes. The way our process worked, you
were noni nated by your tribe to be a representative from
this. And then the conm ssion selected 10 nenbers from
t hese peopl e, based on experience or geography,
et cetera, et cetera.

And we're on this comm ssion, and it was over a
year. And we went through all the federal procedures on
advi sory commttee and everything else. And we net once
a week for each nonth for, God, | think our |ast neeting
was April 2002 in Philadel phia. W did have a
noderator. She was great. You're right, we had to
reach consensus. And there's tines that was difficult.

W' d have to stop and caucus and everything el se.
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But we gave to the political realities, NIGC
representatives gave as nuch as they could to the
political realities. And | think | was telling you we
were trying to get the tiers expanded to help the
smaller tribes, and stuff (inaudible) at the tinme, but
it wasn't practical, but we got the best we coul d.

We're reqgul ators, but we're trying also to cut
responsi bl e regul atory regulations for the tribes so
they can keep noney fromtheir operation. |It's their
base. They don't nake a lot, and we don't want to get
them all caught up in regul ations.

But back to that, | think if you were to do it
maybe based on that finding, is that you guys put out a
meno to the tribal governnents and asking for
nom nations. Then you guys go over the resunes and
everything else. Like | said, it should be
representative all across the country: West Coast, East
Coast, South, Cklahoma, things like that. And then kind
of enmpower thema little bit so at |east they feel what
they're doing. Because it takes a lot of work. It's
useful, not just (inaudible)

M5. STEVENS. | would be interested in having
tribes put forward sone nanmes woul d be hel pful, but how
do we get to other parts as an industry?

MR. SCHULTZE: You deal with regulators. And
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these neetings are basically -- we allow themto be open
to other people if they want to cone in and sit. |If a
tribe wanted to bring in, as an expert, their attorney
or a manufacturer as a representative, as an expert on
certain issues and things |like that.

Li ke we were just getting into digital
surveillance at the tinme, so we were bringing in experts
fromthe different tribes, different manufacturers,
things like that. So you |ook at what you're dealing
with. Especially in technology with these issues, and
you want to bring in your experts, so you go over that
and you try to -- your regs are always going to be
changing. So you try to think of naybe three or four
years down the road, especially on technol ogy.

O herwise, it should probably be industry standards.

We do what Nevada does, what New Jersey does,
what M ssissippi does. |It's all pretty consistent,
because fromthe operations side, they're fromall over.
W' ve got people fromeverywhere, and they cone into our
pl ace and say, "Ch, this |ooks |ike Nevada regs," or

"This | ooks |ike New Jersey regs," or whatever.

And | think you' ve seen, since our regs have
been like that in the last 10 years, | think that you
don't hear the sniping anynore, "Ch, you guys don't have

regul ations,"” you guys don't do this or you don't do
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that. You get, "Ch, you have the sanme regs we do and
gee, you guys enforce them"

|'ve got gam ng guys in the floor 24/7, and
t hey have the power to pull licenses or do anything el se
for an enmergency. But we spent a lot of tine and
effort. And that's what we really worked hard on, to
get that information out there to comercial gam ng that
the tribes are equal or better.

M5. STEVENS:. Okay. Tracy.

STATEMENT BY TRACY BURRI S

MR BURRIS: Tracy Burris, Viejas.

(inaudible) there's a major difference between
the Class Ill and Il regs is server-based. That defines
a whole newwrld. It's not a standalone unit. It's a
collection of units or boxes that are based on servers,
and so it's the dynami c of separating the technica
aspect, technol ogical age to the gane of bingo.

It makes it extrenmely -- it's gotten easier to
understand. It yet still is, in a sense, conplicated,
because people can't wap their heads around the gane of
bingo. And then trying to mmc what they believe are
the characteristics of bingo.

And whether it's from paper, the shutter cards
to daubers to all kind -- they were just segnents or

anended to inprove the accountability of the gane over
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the years. W went to daubi ng paper from using
(i naudi bl e) and stuff for the shutter deals, because
It's easier to keep recycling paper.

There was nothing -- you didn't have to daub.
You didn't. They marked it with a pencil to keep
recycling the paper, so they wouldn't have to buy again
for the next day or the next week. So the daubing with
the ink, you know disfigured it, therefore they no
| onger allowed it. It's hard enough trying to keep up
with the serial nunbers on a daily basis.

When we tal k about what we've done is -- sone
m sconception about it is that people failed to realize
that sone of the things that were done were done for
manageri al reasons or control reasons, not the fact that
It changed the gane of bingo.

So that's what peopl e have had troubl e w apping
their heads, if you will, around it, to get a concept
what the gane is about. As we go into the technol ogy
aspect of howw !l we utilize it, | think we've cone a
|l ong ways with it. It's still necessary -- as Jerry
says, we still need various experts, the technical, IT
guys, that understand what a server -- you know, one
thing I learned over the years, there's a difference
bet ween a system engi neer, there's a software engi neer,

t here's a program engi neer.
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| nmean, they all have a different function and
all have a different school of thought. Wth all
respect to the | awers here, they all have different
school s of thought where they went to | aw school and
their enphasis. Everything has a different school of
t hought, and I T people are no different.

W often -- | often get in trouble -- |I've said
it before and I'll say it again, software and IT
technology is driven by the person, personality. And of
course that's how we get certain technol ogy or plays or
net hods of plays, by soneone's thinking of sonething and
you know, patent it. And then we get into those issues
where we don't have an infringenent on soneone's
technol ogy, if you wll.

I"'msure that's why the manufacturers have

certain concerns, and, one, we don't go out there and

put a -- one manufacturer's system as a preference.
Hopefully -- | don't think it has been done. Some nm ght
still argue that to sonme degree.

The ol d people in the systemthat have been in
a long tine would say one thing and people who try to
say differently nmaybe, heard different comments over the
years. But it's a thing that -- the technical standards
are a good thing.

The need for an advisory conmttee, | believe,
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shoul d be under the negotiated rul e-maki ng process. Not
just rul e maki ng, because that sort of alludes to what
Jerry addressed, that the rul e-naking deals, that you
are in an advisory role; the agency can take or |eave
our advice. And that's fair enough.

Under the negoti ated rul e-maki ng process under
the federal system at least there's input. And as
Jerry says, at sone point there's ability to caucus and
come to an agreenent. Hopefully that will be
acconpl i shed, comng to an agreenent, and it's effective
both for the industry -- when | say "the industry,” |I'm
tal ki ng about the tribal gam ng industry, its concerns
and needs for its future. | think that's the greatest
concern that we need to naintain is the |ongevity of
this viable economic tool in Indian country.

So those are things that we need to do. And |
think al so the advancenent -- let nme back up a little
bit. Advancenent of technol ogy, too, was often driven
by awsuits won and | ost. Nobody seened to say anything
when we were getting our butts kicked in the early
*90's. And then when we figured out howto -- we
adj usted what the court's interpretation (inaudible)
that along with the tribes went to the manufacturer and
said, "Look, we can't do this. Wat we can we do? What

do you think?"
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So we put our heads together and see what
technol ogy advi sed us, and we started doing things that
we believed would work. And | o and behold, we started
Wi nning sone |awsuits. There's a little of that --
maybe what Jerry tal ks about, the political aspect of
it. There's the practicality we need to nake sure we're
conpliant, because it is an econom c tool.

As a regulator, I want MCS, | want technical
standards. M operations nmay not, to a certain degree,
other than -- you know, if it's cost prohibitive. They
al so want to be protected, too, from-- you know,
mai ntai ni ng and maxim zing their profit, too. They also
are having to provide nore manpower for nonitoring on
the internal control systens. Got to be cautious there.

And we -- there's those of us in the early
years, the '90s, when we first cane out with the MCS, |
was on that first advisory neeting. It was greatly
concerned about the cost, the burden for those of us
that were just up and starting and struggling. But |
got to say, over the years, over the last three, four
advi sory neetings, sone of us got a little conplacent
because we had the noney. Maybe it was a bad thing.

Sonetimes we may overextend ourself because of
a good thing. 1It's easy to have 15 peopl e |ooking at

sonmething if you can afford them But | think the
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reality of it is we thought this -- I'll say this, |I've
been sitting in a | ot of these neetings for the |last 20
years listening to tribal |eaders. W thought this
thing was going to go longer than it has. Not that it
still won't, but it's changed. The influence of
comrercial, states' inputs in gam ng has drastically
I npacted and rule Indian country in a way that we
haven't seen, that we didn't anticipate for years to
cone.

So | think we're going to be forecasting

different changes. Not to say the controls can't be in

pl ace. W have to be practical. Again, we can't have
15 peopl e wat chi ng sonet hi ng, much | ess have five. It's
an overkill. You know, who is watching the watcher, and

the watcher is watching who and who has the authority,
and it's got to reasonable and rational.

| think, as Jerry said, we' ve got people on the
fl oor and Nevada does not. W had this conversation a

whil e back. W were in Vegas a year or so ago for one

of the deals, and | asked the people -- we were sitting
at Harrah's there. | said, "Tell me if you see a state
regul ator here on the floor." Nobody could point one
out .

Go to atribal facility, and chances are you

get an idea who -- on a regular basis who the regul ator
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is. | think the tribes, by putting their regulatory
peopl e as tribal governnent officials as opposed to
operate-their-business officials, there's the

di stinction they do have the authority to have a viable
(i naudi bl e) reach out and grab sonmeone doi ng sonet hi ng
wrong, whether it's a custonmer or whether it's an

enpl oyee. It's done. You know, that's big.

| nmean, tribes are |ooking at great expense to
have people on the floor and have that separation of
authority. They're not security. They're not security
personnel. There's a distinction what the role security
does on a floor as opposed to what a regul ator does.

There's got to be -- those things have got to
be | ooked at. If you took a flow chart and put it
together and really mapped out what the tribes do as
opposed to the other ones, you don't see it.

So it's inportant that -- | think the
comrittee -- advisory conmttees are coni ng together.
They need to be for the future. They don't need to go
away. We'll have other issues as we cone and go al ong.

As technol ogy gets better, who knows, we're
al ways worrying about the day we have virtual reality,
we see these screens here on the wall that (inaudible)
and wal ki ng through facilities and playi ng ganes, doing

their things, but it's going to be a different way of
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having to ook at it. So maybe it works, maybe it
doesn't. There's going to be new things that tribes are
going to have to do to be nore conpetitive, once again,
to get people to rule (inaudible).

There are those conpanies that are fortunate
enough to be close to urban centers and there are others
that are definitely are not. W're tal king maybe 20
properties are truly close to urban centers, and the
rest are not.

If you start getting 20 mles away at 4 and $5
a gallon of gas -- | think when | started this, | think
gas was still around a buck. And now we've watched this
in the last five years drastically go fromless than a
buck fifty to $4 to $5 a gallon. And that's a big
| npact to our markets. So we have to be aware of it.

Because the interest says it very clearly, it's
an economc tool. And that neans that -- | truly
believe the tribal |eaders believe it, it was intended
to be an economic tool. And | believe it gives the
agency sone deference to understand that viability to
t he i nportance of that.

Li ke I said, everyone has got comments. Jerry
has nade great comments, so does Linda, and there wl|
be nore. Scott nmade his remarks, too. There are

concerns, and there will be nobre concerns, because no
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one knows what five years hold for us. W're going to
still be doing it. [It's just what advantage or
di sadvantage we're going to be in. Thank you.

M5. STEVENS. | just want to ask sone
clarifying questions fromyou, Tracy.

Jerry had nentioned, you know, some sort of
wor ki ng group or an advisory conmttee again. You
menti oned negotiated rule-making. | do want to
enphasi ze the tinme this takes. |It's not necessarily
associated with my time in office, but I think the sort
of inconpl eteness of what even the |ast conm ssion, and
then I ook at Norm's, once you're noving out of office,
It can change within an adm ni strati on.

So | think our desire is to have sonme sense of

finality of these Cass Il MCS, because they have
been -- the effective date is postponed. W have
concerns about how the advisory commttee -- you know,

products and suggestions and advi ce was taken or not
t aken.

Negotiating -- how do you all feel about the
time it's going to take to do another advisory conmttee

or a negotiated rul e-nmaki ng, which actually, Tracy, is

going to take a | ot longer than the tribal -- the forner
comm ssioner over here -- another fornmer comm ssioner,
Teri, is shaking her head yes.
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Are you concerned about the tine frame it's
going to take or, you know, is there -- you know, | have
a list of questions here | want to ask the group.

Negoti ated rul e-maki ng versus the tribal advisory group
that, you know, can fall under an exception under the
fact that we're tribal governnents.

You know, if you sat through the (inaudible)
rul e-maki ng, that took many years to do, and can the
i ndustry really wait that |ong?

MR. BURRIS: Let's think outside the box.

M5. STEVENS: |'mall ears.

MR. BURRI'S: Assum ng and under st andi ng and
serving on three of the advisory conmttees over the
years, | understand it's conplex. Wo says the agency
can't put together an advisory group informally? Show
up, you know, you could pick 10 or 12 people to cone in
on a quarterly basis or every six, biannually, and sit
down and di scuss sone of these things person to person.

Not official. | don't know if that can be
done. But we can get ahead of the group before you have
to do sonmething official. | don't know if that can be
done, because (inaudible). But in a sense, it seens
like it nmakes sense. | nean, like the TGR it's a group
that's put together, but doesn't nean you can't reach

out to 10 or 12 people or five or six and sit down and
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have strong di scussi on about things that are comng to
the future or are currently inpacted that need to be
changed, and then nove forward with your offici al
process.

M5. STEVENS: So do you all think -- I'm
| ooking at the two of you, since you made conment, and
"Il get to you in just a mnute, Teri.

Do you think it could be done within a year, at

| east on Class Il and the technical standards? W
al ready have sone products that we'll put in front of
us. We have current regulations. | nean, what's a

reasonabl e anmount of tinme that this is going to take?
STATEMENT BY JERRY SCHULTZE
MR. SCHULTZE: Well, | would say don't throw
out the baby with the bath water. You've already had
this advisory group going for the last couple years and
working on the Class Il. | would like to see what they
have and what they produced. | know they have had a | ot

of outstandi ng people hel ping them And nost of the

people involved in this really rely on Cass Il as their
| i f ebl ood.

' m sayi ng down the road, | think we considered
our comm ssion -- Teri, wasn't it a standing commttee

basi cal | y?

MS. POUST: Yeah.
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MR. SCHULTZE: We did everything, whole C ass
1l revised in 10 nonths. But it took a lot of tine and
effort. A lot of focus.

M5. STEVENS: ['moptimstic about it, given
t hat we have been honoring the executive order
(i naudi bl €) conbi nati on about considering alternatives
that tribes put before us before we start drafting. And
that may be hel pful, as you have said, that, you know,
there may be a product out there in consideration --
consider it with the current regul ations.

Sonme of that work may have al ready been done,
or it sets the stage for a discussion on how do we cone
to sone consensus between the two if there needs to be.
| think sone of the work has al ready been done.

| worry about letting this linger nuch nore,
because it has been for several years now. | do want to
see sonme novenent, closure, as |'msure you all do.

MR. SCHULTZE: Things have changed in the 10
years since the first one. Wat we did was we nade sure
that we opened it to up NIGA, we opened it up to the
National Tribal Gami ng Regul ators Association. There
wer e about 350 comments or so fromthe tribes. And
every one of them was answered. And sone of themwere
fantastic, great ideas. So we had a lot of (inaudible)

on this process.
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From a practical standpoint, | (inaudible)
because the states right now, you know, Al abama,
California, they're trying -- you know, it's -- bingo is
real sinple. You know, it's bingo or it's not bingo.

You' ve got the court decisions. W kicked
Justice's butt several tines, and they kept com ng after
and com ng after, and | could never understand that. |
think they're oh and three when it cones to the bingo
t hi ngs.

That's what -- the basic thing is, is that
these machines are -- they're either bingo machi nes or
they' re not bingo machines. So why nmake it overly,
overly, overly restrictive and things |like that.

On the dass Il MCS, when it started, there
was a certain auditor. But he was trying to nmake it so
t hat because naybe the CRIT deci sion went out and you
guys wouldn't have a Class Il MCS, but the dass |
M CS was even far nore reaching than the Cass |1l MCS,
was the cage standards, all of this other stuff.

Li ke what Tracy is saying, man, you've got
personnel costs up the ying-yang, you know, that you're
trying to keep under control and nake it reasonabl e and
stuff like that.

So getting back to the point here, | would say

let's go wwth what this present conmttee has. Let's
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put it out, get comments on it, and then go fromthere.

| surely wouldn't -- all the tinme and effort they put in
this thing, I wouldn't just let it go down and bring in
a new one and start fromscratch. | know people on the

comrittee, and they're very sharp.

M5. STEVENS: |'mnot into reinventing wheels.
| only have so nuch time. M/ tine is a third of the way
gone. | do want to give Teri a nonent here, and then
we'll go to Scott.

STATEMENT BY TERI POUST

M5. POUST: Teri Poust here representing Poarch
Band of Creek Indians.

But I was the NI GC Comm ssioner in charge of
the 2001 M CS Advisory Conmmittee. So |I'mvery thankfu
to hear this discussion. | think a |ot of good comments
have al ready been brought up, good suggesti ons.

My nunber one suggestion, and | know Jerry hit
on this, was using a facilitator. W did use a
facilitator, and she was phenonenal. And | think that
was one of the main reason why even today peopl e speak
very highly of the process we undertook there, for a |ot
of different reasons.

One, she kept us focused and on task. W knew
this is what we had to get done in this week's tine, and

she kept us focused so that we could do that.
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She was al so really good about hel ping us reach
consensus, which | think is really inportant. She would
step in when she needed to when sonebody was about to
say sonething they would later regret, and really kept
us focused. Because the way we operated was the changes
made to the docunent may not have been your first
option, may not have been your second option, but it had
to be sonmething that you could live wwth. And | think
that was really inportant.

And | think that our facilitator was very good
about, okay, well, Jerry, | hear you're saying this,

NIl GC, | hear you're saying this. It kind of seens |ike
if we do this, it will nake everybody happy. And then
we could all go, yeah, that nake sense. W can all live
with that. Maybe not your first choice.

(I nterruption)

M5. STEVENS: They're testing.

M5. POUST: | do think using a facilitator was
very helpful. | highly recommend if you do do anot her
tribal advisory commttee -- starting with what the
tribal working group has cone up with, | think is the

way to go. Wether or not you want to go ahead and
publish it as a proposed rule or a draft rule or
sonething for Indian country to be able to take a | ook

at it and provide comment and then have the advisory
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comrittee with the facilitator go through those
comments, | think it would be a very good way to worKk.
And | think you could do it pretty quickly, and
definitely within a year. It would be kept focused and
on task. | think it is very doable.

M5. STEVENS: kay. That's hel pful, Teri.
It's good to know.

I"'ma big fan of facilitators, and having cone
fromlnterior, we use themoften, even though there's
some very, very contentious issues between the tribes
and the departnent. And it turned out really well. And
|'ve seen that they are able to get consensus but al so
nove t hrough and keep everybody on task.

| Iike taskmasters, and | |ike being able to
stay on schedul e and stay focused and see the end of --
the objective at the end, which is we want set
regul ati ons that ensure the integrity of gam ng
operations but are workable for tribes but not overly
reaching or overly burdensone; they're not hard on your
budgets; that is sonething that is reasonable regul ation
and protects the industry.

And we do have submtted to us probably |ess
than a nonth ago the independent working group that's
been put together and that has put together a Class II.

But we do have the docunments. We are wanting
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to take a look at them W do plan on putting them up
on our website and deciding what it is that we should do
with them Wat should we do with those? W have a
suggestion here from Terry that we put them out and get
conmments on those and then work fromthose coments to
find, you know, a workable set of regulations for C ass
.

And you had nentioned this, Jerry, because you
were working on both Class Il and Class II1.

MR. SCHULTZE: That's correct. 2006 and again
in 2008.

M5. STEVENS:. But the original group was just a
set of MCS with no differentiation between --

(I nterruption)

M5. STEVENS: We mght -- go ahead, Jerry.

STATEMENT BY JERRY SCHULTZE

MR. SCHULTZE: What | was going to say
basically the first one was specific towards C ass ||
MCS. It was actually the second conmttee. Tracy was
on the first one that canme out in '99. Qurs cane out
in, I think, April or June of 2002, and when Hogan cane
aboard in 2003, he wanted a standing M CS conm ttee.

And sone of the original nenbers fromthe
second conmttee were on it, |ike Humm ngbird and ne and

a few others, and then we brought new nenbers. And that
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| asted a while and then he wanted a third one. And in
the neantine, Cass Il was really popping up, so they
made a technical advisory group for Class Il. Normwas
on that one.

And eventually they kind of nerged to the MCS
of Cdass Ill and technical of Cdass |Il, and, boom so
they were all thrown together. And it was a circus at
times. But it was pretty good.

MB. STEVENS: Ckay.

Scot t.

(I nterruption)

M5. STEVENS:. Scott, go ahead, and | think
maybe we'l|l take a break until we get past this.

STATEMENT BY SCOIT CRONELL

MR. CROWELL: Can we find out howlong it's
going to go on, someone from Ri ncon, during the break?
"1l figure out howlong it's going on. | apologize.
al so apol ogi ze for the vol une.

I want to nake a coment and put it in sone
context, because although | understand the need to nove
qui ckly, when you figure out what's the end ganme here,
you know, the end gane is to get the issue resolved and
resolved in a manner that's going to be beneficial for
the tribes.

|, several years ago, represented a tribe that

Veritext/NJ Reporting Company

800-227-8440 973-410-4040




© 00 N oo o b~ wWw N P

N N N N N N P B P PR R R R
a A W N BB O © 00O N O 00~ W N ., O

Page 45

got a proposed NOV through nonconpact Cass IIl gan ng.
We worked very hard with the NIGC at the tine to take
t hose ganes out and put in ganes the NI GC was confi dent
constituted Cass Il ganes.

W entered into a formal settlenent agreenent.
| installed the new ganmes, only to have the Depart nent
of Justice file a Johnson Act violation against the
tribe. And we literally had, in the courtroom the N GC
taki ng one position and the Departnent of Justice taking
another. It was an outrageous circunstance.

It's because of that, that | think sone
consi deration m ght be given to the negoti ated
rul e-maki ng provisions for the very reason that, you
know, the Departnent of Justice right now doesn't have a
chair at the table. 1 would want to know what the
position is before you invited themto the table.

But there's the possibility that whatever you
come out with, they are already on record saying the
Nl GC can do whatever it wants, but if we consider it
Johnson Act advice w thout a conpact, we're going to go
after it.

In that litigation, if that were to happen,
there would be a | arge anount of discussion of the |evel
of Chevron deference that should be given to the agency

interpretation. |If you had gone through the negotiated
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rul e- maki ng process, even though it's nore

ti me-consum ng and probably nore costly, (inaudible) it
probably provides the tribes better insulation against a
hostil e Departnent of Justice.

And the focus -- Phil got beaten up -- and |
beat Phil up all the tine. Phil got beaten up for the
| ast several years, and Normdid, too, for engaging in
an agenda to try to develop a bright line. But we all
forget that he started that process, in large part to
get the Departnent of Justice out of the gane, because
t hey were goi ng around saying we don't care what the
Nl GC says. We like the Tony Hope definition of Cass Il
gaming, that if you plug it into the wall, it's O ass
1. And we enbarked on a series of |awsuits.

When we think about what we're trying to get
t hrough, we need to conme up with a product that is
ei ther going to have Justice stand down or have Justice
defer. And | think that that should be part of your
consi deration on howto go forward with the Cass ||
process.

M5. STEVENS:. Thank you. W're close enough to
our schedul ed break, and if there's nore testing that is
going to take place, if you have conmments or you wanted
to address us, if you could just hold on to those, and

let's give a little tine to the facility to get through

Veritext/NJ Reporting Company

800-227-8440 973-410-4040




© 00 N oo o b~ wWw N P

N N N N N N P B P PR R R R
a A W N BB O © 00O N O 00~ W N ., O

Page 47

their testing. And we'll cone back and see where we're
at in about 20 mnutes. GCkay. So hang on to your
t hought s.

(Recess)

M5. STEVENS:. Ckay. Sorry about the |ong
break. It's our understanding that testing should be
over at this point. Hopefully we can get sone people
back here pretty soon. | know | saw a |l ot of them out
in that direction.

So we were tal king about the process to address
Class Il mninmmcontrol standards, and | know | had
some -- Skip nentioned to nme that there m ght be sone
comrents that he has, especially about what we have up
on the screen right now.

If you want to -- one thing | do need to rem nd
everybody is that our transcriptionist says she is
having a hard tinme hearing people. |[If you can put the
m ke up against you, that will help. Gay. Thanks.

STATEMENT BY SKI P LAMBERT

MR. LAMBERT: |'m Skip Lanbert with the
Chi ckasaw Nation of Okl ahoma. Couple of points to be
made.

| think the -- earlier you asked the question
of one of the commenters what specifically is out there

that's different in the dass Il and the Cass |1l that
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make the M CS docunent that's out there now what it is.
One of the problens -- and perhaps the best exanple |
can give you is in the requirenents that if a gam ng
machi ne -- what we call the electronic player stations
i n sone of these docunents, was paying out at a
percentage that was nore than 3 percent off the
standard, that that created a variance that had to be

I ndi vi dual | y addressed.

Well, that works for Class Ill. It absolutely
doesn't work for Class Il. Because in Cass Il, it's a
| i nked bingo gane. It's -- when it's in electronic

form it's linked, as Tracy nentioned, by a server,
where you have a | ot of people participating in a common
gane.

Now, froma MCS standpoint, if for sonme reason
t hat gane, as a whole, does not pay within 2 or 3
percent of what it's supposed to, well, sure, that's a
variance. And just |ike you would -- naybe you woul d
treat it as such, but not the individual player station.

The variances will be incredibly great from
game to gane, fromday to day. But in the end, over
time, it will in fact neet that standard, just not
necessarily on a machi ne | evel.

When -- |'ve been part of the working groups

through this process. | was part of the working groups
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that Tracy and Jerry referred to going back to, | think,
"06 or '07. At that tinme, I was with a manufacturer, so
| was one of the experts with the working groups. Now
I"'mwith the Nation and part of the |atest working
group.

The approach that we've taken in the working
group with what we have sent to you as a bit of a
skel eton with supporting bulletins, that approach is
specifically to deal with your third question up there:
How you nmake revisions that deal with evol ving
technology. Well, that was one of the big challenges
t hat we saw, because even in those sections of the MCS,
comng fromprior advisory groups, we knew over tine,
and there's only been one or two years since that
rel ease, there already need to be things changed. There
al ready were new technol ogi es that need to be addressed.

So for that reason, our suggestion has been
| et's make the mnimuminternal control standards the
m ni mrum standards and let's use bulletins to give the
detail and explain how to nmake those work.

So that is the approach we've taken. It is
specifically relative to your third question. And to
your second question, it would certainly be a structural
revision. But we think over tine, it will be a | ot

easier to deal with new technol ogi es when sonet hi ng new
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happens, instead of having to rewite a section of the
MCS. You sinply have to add a bulletin or revise the
bulletin. That's why we did what we did.

M5. STEVENS: Al right. Thank you.

STATEMENT BY KATHRYN OGAS

M5. OGAS: Good norning. Kathryn Ogas on
behal f of the Lytton Rancheria of California. And I
want to first say | want to concur with everything that
everybody before ne has said -- what?

M5. STEVENS. Speak into the m crophone.

M5. OGAS: But | did want -- one thing | wanted
to point out that | know the NI GC knows, is that Lytton

is entirely dependent on Class Il and will likely remain
that way for a very, very long tine. |[|'ve been doing
this MCS roadshow for quite sone tine, | think since

2004. So |'ve seen it all happen, sone of it good and
sonme of it bad.

And to carry on Jerry's comments about that
| ast TAC was very frustrating, especially for tribes
that were sitting in the audience that weren't even part
of the commttee. W were not allowed to even have any
i nput, and we thought we had a | ot of good ideas.

That being said, | think structurally there
needs to be a | ot of changes with the MCS. And | think
the work that the TGAG has done over the |ast eight
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nonths has put a ot of tine and serious effort into it
and noney. And | would agree with Jerry, | think you
shoul d put that work out there for people to coment on.
And let's go fromthere and get this done.

M5. STEVENS. Any other commenters?

Yes.

MR. DESROSIERS: 1've been really quiet.

M5. STEVENS: Today.

STATEMENT BY NORM DESROSI ERS

MR. DESRCSI ERS: Norm DesRosi ers, San Mnuel .
Just a couple of brief coments.

Cetting back to sone of the earlier
di scussions, |I'ma huge proponent of tribal advisory
comrittees. And your question about how they shoul d be
conprised, ny only comment there is Jerry tal ked about
geography, skill and experience. And I think all of
t hose are inportant, and | support that.

You touched on, a little earlier, about naking
sure that we -- the conposition of the committee is
I ndeed tribally authorized representatives, so it is a
tribal advisory commttee, not a federal advisory
comrittee. So it's a governnment to governnent, and you
don't get wapped around the axle of the fact of the
requi renments. That's al nost as bad as negoti at ed

rul e-making as far as the conplexity and expense and
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everything else. So that's all | want to say about the
conposition, in addition to what Jerry said.

| would -- and | support the notion of
facilitators. | think they're great. 1've been through
a lot of exercises with them and they do serve a very
val uabl e purpose.

"' m anxi ous to see what the working group has

proposed. It may be premature to tal k about an advisory
comrmittee until -- | mean, maybe that working group
product is worthy of comments, draft. | don't know what

It is. But we may want to | ook at that before we talk
about advi sory conm ttees.

My only | ast conment on 543 in general is get
her done. W've been waiting for years. What Cass ||
internal controls exist? Just don't address the C ass
Il gam ng systens issues. And we need those.

As you've heard previously nentioned, we have
some, | think, inquisitive state regulators that are
| ooki ng to chall enge, you know, a lot of the Cass II
stuff. And the nore we have backing us up on a federa
regul atory level, the easier it's going to be for us to
keep state regulators out of the Class Il inquiry
busi ness. (kay.

That's really all | have to say on 543. | hope

we can get it done. | have a couple comrents on 547
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when we get there, which | hope is not too late in the
day because I'm going to have to | eave.

M5. STEVENS: Thank you. W will get to 547
after lunch. Just trying to allow fol ks now to talk
about these, manage our agenda a little better.

Do we have any other fol ks -- you know, | agree
wth you. | do want to get this done. It has been sort
of inconplete for a nunber of years, prior to ny term
and your term prior to your term This has been going
on for a while. And it doesn't -- it needs to be
finished so that the industry has what it needs to
maintain the integrity of the operations.

So | agree with you.

Shei | a.

STATEMENT BY SHEI LA MOROGO

M5. MOROGO. Thank you, Chairwoman.

"' m Sheila Morogo, Okl ahoma I ndi an Gam ng
Associ ati on.

I want to echo Normis comments in terns of
let's get this done. 1It's been a long tine of -- and a
| ot of nmoney, a lot of tinme spent working through these.

What | would say is we al so have to renenber
that the Class Il is large and small. And we have to
take into consideration smaller operations that may not

have the el ectronic, you know, infrastructure that sone
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of the larger ones have.

So when you're | ooking at these, | would
suggest that you get folks in fromboth the [arge and
the small tribes, so that when you do this and it
finally gets done, it is put to bed forever and it takes
care of the continuum of what we have in this part of
the industry. So that, you know, it is not a burden for
the small tribes in this economc environnent to do
anyt hi ng new and can take care of the upcom ng
technol ogi cal situations that we're going to see.

So that's a big bite to take. But | think if
everybody puts their nose to the grindstone, | think it
can get done.

M5. STEVENS:. Thank you.

So barring anyone el se have sone genera
comments they need to provide, | do have a list of
guestions. W have gone around sone of the process on
advi sory conm ttees versus negoti ated rul e-maki ng, what
went wong, what went right wwth fornmer tribal advisory
comm ttees that we can draw from

We've heard what -- from sonme what you would
all like us -- to see us do with the tribal working
groups draft that has been sent to us so that we can get
sonme feedback. It's also nmy understanding, |I'mtold,

that that is a part of a nunber of parts that that group
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will be putting forward to us as an alternative. |It's
therefore not conplete right now is ny understandi ng
fromfolks that are on the group.

There is sone supplenental information. |'m
cautious about putting it out there, just as a -- what's
been submtted to us as an alternative. There's sone
ot her working parts that supplenent that work, but |
will see that when we see it. But you' ve told us that
you all would like to see it in common tine.

It would be great if we had a representative
fromthe tribal gam ng working group. And we did get
some of it from Skip on how they went through the
process and the -- with Kathy and, you know, what was
the process. There's -- you know, but then again, this
Is the group's draft. And I'mnot inclined to ask for
or answer any questions on their behalf. | can't really
ask or answer questions because it's just a draft, but
we'll address that |ater on as we get nore into a set of
docunents fromthe group.

' ve been wondering about this, is if we do
nove forward, how we nove forward. | know in the past,
it's been very segregated groups. Is this MCS and
techni cal standards sonething that can be done together
or in conjunction or parallel, one after the other?

I"'ma little cautious about separating sone of
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t hese, because you don't have everything at hand which
you need to tal k about. They're not nutually exclusive
fromthe technical standards and the Class Il MCS

Shoul d those be addressed in the sane type of
wor ki ng group? Trying to get in ny mnd, see how that
woul d play out, and how it would be orchestrated with
havi ng certain people at the table who have certain
expertise, tribes and regulators at the table for
m ni nrum cont rol standards.

Do fol ks have thoughts on whether we tackle
t hese together, apart, parallel, consecutively? Sone
t houghts on that?

STATEMENT BY TRACY BURRI S

MR. BURRIS: Tracy Burris, Viejas.

| guess your adm ni stration, Madam Chai r wonan,
has expressed a |l ot nore deference towards being, if |
may use the word "reasonable,” then | guess the question
woul d be in noving these groups forward is what -- maybe
there has to be a clear, concise what is reasonabl e.
What part of the mninmum-- sort of an age-old question
IS what is a m ni nrum standard?

And | think both for the agency in the past,
al so for sone of the TGRAs, what does that really nean?
In other words, you know, it's fair to say sone of these

regs are beyond mninmum to a point.
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Maybe it's just a -- sitting down and goi ng
through the idea of what we're really trying to do. You
know, what is the agency's expectation, and what is its
sense of being m ninmun? Wat does that really, really
mean? And how do we achi eve m ni num as opposed to
| eaving the TGRAs, with the exception of witing that
regul ation nore stringent that nmakes it necessary;
therefore being on the tribal |evel of being adjusted,
in the event of technol ogy changes and stuff, quicker?

That's the greatest concern | have, because
we're tal king about a phil osophical difference that the
previ ous adm ni stration seened to have. Their idea of
mnimum | think it's fair to say, is extrenely
stringent, overbearing, in ny opinion, on sone things.
Not all things but on nost things.

You know, is that the difference? Are we
tal king about the MCS? Are we tal king about the actual
cash handling? Are we talking about novenent of paper?
You know, there's sone basic points that we're -- you
know, obviously if we rank and utilize our risk,
obviously in our facilities, we worry about whether we
have cash. What about everything el se when we don't
have no cash? And to what extent do we do that?

The irony of it is, is that we went to so

much -- to take it in and take it out -- and | realize
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it's being treated as currency. But the ability to
track and void and all of that is so easy anynore, that
sonetimes | wonder if our philosophy has changed enough
by treating it too extrene.

It's sonething to think about, because the
systemis tracking us in ways it's never tracked before,
t he back-of -t he-house systens. So | just want to be --
how are we going to use technology in that sense, in
ternms of tracking out ticket in and ticket out?

And | mean, |'m just wondering how nuch cash
anyone ever handles, actually, other than what they
handl e at the cage when they cash out and the initial --
once soneone inserts a $20 bill in the machine, after
that, it becones a ticket in and ticket out.

We've | ooked at it. W often shake our heads
at tinmes and pull out how nuch tickets we have as
opposed to currency. So it's just sonething to think
about, | think, you know, to better understand -- |
understand yours, as the Chair, but the other
comm ssioners, but -- you know, the reality is that is
that you're staffed. Wuat is the agency's staff concept
on this?

I think soneone alluded to -- Jerry alluded to
earlier about the -- because of CRIT, whatever, | know

t he agency has a |lot of auditors that |ooked at O ass
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1l environnment, and maybe there's a point that sone of
us thought sone of these regs were being witten --
these MCS were being witten in order to preserve
peopl e's (inaudible) in an agency.

You know, we all have to face cuts,
unfortunately, in these tines. And if there's truly a
need for that nmuch oversight. | nean, | realize we have
a role of oversight. But if that's what it is or
there's a role of actually -- you know, do a forensic
audit as opposed to doing an audit and things |like that,
and how much detail does it take?

I'd be alittle curious about that to be able
to get a grasp on that. Because sone of us take a
defensive role from again, past experience.

Thank you.

M5. STEVENS: Yes.

STATEMENT BY KATHRYN OGAS

M5. OGAS: Kathryn Ogas, Lytton Rancheri a.

I think you need to do themat the sane tine,
tech standards and MCS, for a lot of reasons. | nean
t hey conpl enent each other, and they do even have the
same termnology. And | think if you get them at
different groups, different tines, you mght start
coming up with nore definitions and nore changes than

you woul d want to have.
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M5. STEVENS:. | asked that question, just in
| ooki ng back at the previous technical standards, and it
was cl ear separation between the working groups and what
they were charged with, the advisory commttees. And |
recall frustration in being -- in sort of being in this
si |l o.

And woul d it be beneficial to do these together
so it's not nutually exclusive, and it's inclusive, when
there's crossover, there has to be sone reference to
ot her parts, that you're not boxed in?

And | al ways wondered about the necessity of
these sort of silos that were created with these working
groups. Especially if this independent working group is
wor ki ng on both of them it sounds like it's beneficial
to do both.

What about, you know -- and you all were
charged with this, but the segregation of Class III,
whether it's a reg or a guidance. That puts a whole
ot her spin on whether or not these should be addressed,

I n whatever formthey conme out. Because that does need
to be addressed as well.

Is there any benefit on the down side of trying
to tackle these in different groups or doing them al
t oget her sonehow in terns of what the groups work on?

Any thoughts on that?
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STATEMENT BY NORM DESRCSI ERS

MR, DESRCSI ERS: Norm DesRosi ers, San Mnuel .

&oi ng back down nenory | ane, before we had
technical specifications, any Class |l gam ng product
that wanted to be offered for public play had to be
subjected to analysis by |legal counsel, NI GC, and then
an opi nion rendered, yeah, it's Cass Il, or no, it
isn"t. QObviously that slowed down the industry and
limted what products got on the market, limted --
extended the length of tinme for approval of a product.
And it wasn't working.

| nmean, the manufacturers didn't know what
specs to manufacture to, test labs didn't know what
specs to test to, tribes didn't know what products could
qualify. So the technical specifications that
eventual ly, painfully were promul gated at | east
el i mnated that nonsense.

It set some standards, which was a win/win for
all of the stakeholders: The tribes, the test |abs, and
manufacturers. At |east we had sone ground rules on
what a product functionally and physically had to be to
be Class Il. And certified by a | ab.

But technical specs were just that. They were
nore addressed to the physical box, the server, the

software, the programm ng, the security of the box, the
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functionality, what it had to do, where your controls --
and of course we often, throughout the discussions, had
di sagreenents -- not disagreenents but debates over,
well, is this a technical specification or is this a
control, you know? What box do you put it in?

And | understood that. And probably, in |arge
part, a lot of work controls. But controls now are
designed to do, | think, two primary jobs: Controls
address accounting, accounting for the noney, who gets
access to the noney, the netering of the noney,
protection of the noney, and how it's handl ed and how
it's received, howit's taken out of the box, what
account it goes into. That was all accounted for in the
nmeetings. And security, as well, for access to software
and who can -- you know, ness with the software that
controls the ganes.

So those are -- you know, the controls of
access and accounting are really a separate function
fromthe main -- the box and the server and software and
all of its functionality.

So there is a real distinction between
technical standards. Personally | don't care if the
sane group addresses both of them | understood from
Skip the discussion, during the break, there's not a

whol e |l ot that the working group is |ooking to change in
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the existing technical standards. So | don't think
that's going to be an obstacle to hol di ng back progress.

I think the controls is going to take the bul k
of your tinme. What little have to be done with
techni cal standards, you can throw that along with it.
| don't care. | just want to nmke sure that people
understand the distinction of what the technical specs
do and what the controls do.

MB. STEVENS: Linda.

STATEMENT BY LI NDA MCGHEE

M5. MCGHEE: Linda McCee, Poarch Creek.

My thoughts were along the sane |ines that
Norm's were, but | also wanted to point out that if you
did, inthe future, elect a commttee, just make sure
it's diversified. Because there are a lot of tribes out
here that are not only Cass Ill but also work Class I1.

And | know the commttee that | was on, there's

was only one Class Il representative, which was ne, and
the others were Class |I1l. But yet, we were told that
we reviewed the Cass Il regs, which we did not. But in

that, you need to make sure you have as many Class |11
experts on the table as you do Cass Il; otherw se, it
gets conf usi ng.

I know | was the only pull tab expert in our

group. So what | said basically went, and that's not
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fair to the other tribes. You need nore people out
t here speaking that have expertise in those fields. So,
you know, |'mall for working groups. They're
excel |l ent.

You know, a lot of tribes cone together, and
you hear a voice fromall areas throughout the country.

But just nmake sure if you do forma group, that it is

one that's diversified, that it has both Cass Il and
Class Ill onit if you' re going to work on both
docunent s.

M5. STEVENS: Charlie.

STATEMENT BY CHARLES LQOVBARDO

MR. LOVMBARDO Hi. Charlie Lonbardo,
representing Poarch Creek today.

I was on the original tech commttee which --
first neeting was actually May of 2004. And at that
point in tinme, as we went through the technica
standards, we separated out -- because there's a | ot of
m sconcepti on, we separated out what was the technical
standard and what was a mnimal control.

So going forward, | think the two docunents
need to go parallel, need to go together forward --
forward together. And there's a lot of terns and
docunentations that kind of will make sense, if both of

them are together, and may not nmake sense if they get
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separ at ed.

From the question of Class Il and Cass |11
M CS, being an operator, | wll tell you that as many
simlarities as there is in the twd, there's many, nmany
differences. And to try and conmbine them would be a big
m st ake.

M5. STEVENS: @ ad you addressed that, because
|"ve had tribes cone to ne and say you're asking ne to
have two separate processes, and it's costing ne noney.
And all of the noney is noving the sane -- we have the
noney noving the sane way. And now |'m having to

duplicate processes or have separate processes from

Class Il from (inaudible) originally a Class Il gane to
a Cass IlIl gane, and it is causing nme headaches.

You know, we had tribes tell me we'll just
follow the set standards. It mght be a higher

standard, but they do it. And that, you know, |'mglad
you addressed that, because |'ve heard it.
MR. LOVMBARDO  Again, there's a | ot of

functionalities are the sane, and there's no reason why,

as an exanple of a Class Il, noney can't be counted at
the same tinme as Class |IIl noney that's com ng off the
casino floor. That's not -- those are the things that

are simlar.

The things that are different have to be
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addressed and have to be maintained differently and
separ at e.
STATEMENT BY KATHRYN OGAS

M5. OGAS: Kathryn Ogas of Lytton Rancheri a.

| just want to follow up on that from being a
Class Il-only operator. |'ve heard the sane things
you're tal king about with Cass IIl (inaudible). And I
synpathize with them but on the other hand, | don't
want the Class Il in the Cass IIl when that's all we
operate. And there are sone things that are different.
So | would like to see them kept separate where they can
be kept separate.

STATEMENT BY NORM DESROSI ER

MR. DESROSIER.  Two foll ow up counts.

For what was just said, that's precisely one of
the reasons we made a new part 543, for controls C ass
Il unique. And 542 was neant to be Cass |1l unique.

So that you had sonme separation. So -- in all classes
so they have, you know, their own set of rules.

Not to nmention 542 is pretty convol uted right
now because it's a conbination of both, none of which
address or question gam ng systens. So it's a ness that
needs to be cl eaned up.

The other, | think, consideration for a need

for separation between Il and |11, obviously it should
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be that our revenues in MCS states for Cass Ill are
accounted for independently, and we don't want the
accounting comm ngled of Cass Il revenues and Cass ||
revenues so that the states get their nose into that and
try to determne, well, do they owe us or not on a

per cent ages of revenues for that.

So there really needs to be certainly a
di stinct separation, both in accounting and not
comm ngling any of the rules.

MS. STEVENS: Yes, Charli e.

Am | ignoring anybody over here? | apol ogize.

STATEMENT BY CHARLES LQOVBARDO

MR. LOVBARDO. Just as a followup to that,
again, functionally may be the sanme. Separation of
noney or funds, it's a revenue audit. The
functionalities on the floor itself don't necessarily
have to be separated. They can be done sinultaneously.
It's a revenue audit, and conputer systens, they
mai ntain the separation for us.

So, you know, part of what the DSA standards
has actually done is allow us to operate sone of those
functionalities together. So again, it's not the -- the
physical part. It's really a lot of the
behi nd-t he- house stuff that needs to be separated.

M5. STEVENS: Scott.
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STATEMENT BY SCOTT CROWELL

MR. CROWNELL: | have to point out, that
overlaps into the issue of the authority regarding Cd ass
[11. If you do what | think the court clearly directs
you to do is get out of the Cass IIl business, then
there's not going to be this issue of putting Cass II,
Class Il together. NIGC MCS wll be only Cass ||
M CS.

Doi ng that doesn't prevent you from saying
that, you know, in those situations where there's both
Class Il and Cass Ill ganmes, and certain functions neet
certain requirenents, that they can be done together.
That's sonething that can be witten into it.

The easiest way to keep them separate is for
the NNGC to do what the court told themto do, which is
to get out of the Cass Ill process altogether. | think
that takes care of that issue. And Norm-- (inaudible)
and | point out just fromalso going further down the
line in terns of I'mthe [awer, always | ooking at the
down-t he-road | egal chall enge, the nore you comm ngl e
Class Il and Class Ill, the nore difficult it's going to
be to unravel themin future court deci sions.

M5. STEVENS: |Is there any nore on -- excuse
me -- on mninmuminternal control standards for 11? |

think we were getting a |ot of feedback here at |east on
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Il with sonme shades of IIl in there, in ternms of
opi nions. W can stop and be cl ear about what | nean.
And if not, then it is break tine. And we'll cone back
at 1:30 and start tal king about the technical standards.
W're all good with that?

We'll be back at 1: 30, then.

( LUNCHEON RECESS)

M5. STEVENS. Ckay. Good afternoon. So we're
continuing on with our agenda. W're going to discuss
547, which is the technical standard for the C ass |
ganes.

So as | said earlier today, we have nmade tine
on the agenda for people who want to provide their
prepared statenents to us, if there are any fol ks here
t hat have comments on the technical standards or any
ot her parts, if you were not able to attend yesterday or
this norning' s session.

Do we have anyone that needs to nmake an openi ng
statenent for the sake of their own schedul e?

If not, then what I'lIl do is turn over the
m crophone to Larry again to talk about what we're
| ooking for with regard to -- this is Goup Three. This

nmorni ng we tal ked about m ni numinternal control
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standards for Class Il ganes. This afternoon it's for
the technical standards for gam ng equi pnment for C ass
Il ganes.

So I'll hand it over to Larry, and we'll open
up the floor afterwards.

MR. ROBERTS:. | think for purposes of the
di scussion this afternoon, the follow ng things that we
would like to discuss with folks are in the technica
standards that -- the grandfathering i ssue of gam ng
systens, the limtation on odds, the entertaining
di splay requirenents, tribal testing | aboratories,
vari ances, renote access, and conpliance with MC
standards, and anything el se that should be added to the
di scussi on for technical standards.

So this is really an opportunity -- | know sone
of these issues have been around for a long tinme. But
we would really like to open the floor and have tri bal
comrent on any of these issues.

MS. STEVENS: Yes.

STATEMENT BY NORM DESROSI ERS
MR. DESROSI ERS: Thank you. Norm DesRosi ers,

San Manuel .

| just have two of those bullet points that I
would like to coment on. And the others, |'m sure,
wi |l be appropriately addressed by everybody el se.
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But the limtation on odds, first thing. And
Il -- I"mno expert in this. A lot of the discussions
that -- when we went through technical standards were
over ny head, but one thing | |earned about bingo nath,

t hanks to sone of the experts in our advisory conmttee
was that -- | nmean, it is really conplex far beyond

what -- nostly what | understand. And then you have the
odds of getting an interimprize versus the game-w nni ng
prize and the gane-ending prize and all of these other
pri zes.

And keep in mnd, when | was on the Conm ssi on,
when it cane to that and then the entertai nnent display,
which is the other thing |'mgoing to comment on,
really took my NIGC hat off and | had ny triba
regul ator hat on.

And | was very adamant about those two things

in this respect: The -- you know, and | hate to conpare
the two, you know, Class Ill and Cass |II, but every
jurisdiction in Cass Ill has a limtation on odds. |

nmean, this is the only way you can face the public wth
a straight face and say this gane is fair and there's a
reasonabl e opportunity to win an advertised prize is if
you set the odds. And the regulators need to do that, |
think, in the interest of the public.

And we did that, the original technical
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standards, with a | ot of debate. But conceivably, from
what little | |earned, you could do the math on odds in
t hese bingo ganes for a prize, a top of jackpot, that
coul d be posted and advertised that virtually could
never be won. The odds would be so skewed with such an
i nfinite nunber of possibilities that that could

concei vably happen. And that was admtted by the
experts during our advisory commttees and everything

el se.

So in the interest of the public -- and | think
we have to -- of course, nost of our interest is in
protecting the tribe. But we do have a responsibility
to protect the public and nmake sure the gane is
reasonabl y oper at ed.

And so I'ma very, froma tribal regulator's
perspective, firmbeliever that sone limtation has to
be set on the odds. |If you don't, again, you can
concei vably have prizes that are likely never to be won
or are very, very, very infrequently won.

So that's an inportant point that |'msure
other math experts in here will contribute to. But you
have to have sonething. |If you don't, if there are no
odds, and you have a public inquiry or a nedia inquiry
or a legislative inquiry on, well, what are the

limtations on these ganes, and you say, well, there are
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none; we just leave it up to the tribes or the

manuf acturers, or whoever, to do the math and figure out
the odds, then you're not going to | ook very good as a
regul at or.

So | feel very strongly about that. And |
don't know that | want to beat it nore to death. That's
as clear as | can nmake that point.

The entertai nnment display requirenents, |'m not
sure what the issue is there, but |I know during the
course of devel oping the technical standards, there was
a | ot of pushback on | ast-ganme or |ast-three-gane
recall, to be able to pull up what that display was
during the last game. Again, having had ny staff tied
up endl ess hours, even to this day, investigating patron
di sputes over what the display said -- you know, "It
said I won." Well, if | can't recall it to showit,
what synbols were displayed on the last play, I'm
handi capped, as a regulator, to investigate a patron
dispute. | need to be able to have that capability.
That's the first issue.

And the second issue on the entertainnent

display is | feel when you have got a pay table on a

Class Il systemthat says three cherries will pay this
and five 7s will pay this, or whatever your synbols say
on your pay table, |I don't care if you' ve got signs on
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the box that say "This display is for entertainnment
only," if I"ma custoner, if I'"ma player, | have the
right to expect if | get these three synbols, that's
what it is supposed to pay.

If you don't have that expectation or that
right to expect that as a player, then you' re deceiving
them So if you're going to have an entertai nnent
di splay and you're going to have a pay table that says
for entertainment only, but if you get these synbols,
this is what it is supposed to pay, then that's the way
It shoul d be.

And if you get those three synbols and it
doesn't pay that, then there's either sonething wong
with the systemor the gane that needs to be fixed or
I nvestigated, you're going to be in a patron-dispute
I nvestigation again to figure out, well, why did these
synbol s come up, but it didn't pay that?

So those are things, as a tribal regulator, in
the interest of fairness to the public, that | firmy
believe in. And it's also in the interest of the tribal
regul ator to help themdo their job in the
i nvestigation. So | don't know if | made those points
cl ear enough. But those are the only things that | feel
very strongly about.

And again, it wasn't as a National Indian
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Gam ng Commi ssioner when | argued those things. It was
as a tribal regul ator.

M5. STEVENS: Wiile you don't -- those are the
only two things that you wanted to conment on? Not hing
on the grandfathering clause? Because that has been a
contentious issue as well.

MR. DESROSIERS: Quite frankly, | don't
recall -- | haven't studied it, and | don't renenber
what that clause was, but |'mthinking we're ending the
near -- the end of that grandfather period. So -- in
fact, a lot of the manufacturers just skipped that and
manuf act ured products that were -- you know, that wasn't
even applicable on the new products bei ng nmanufact ured
out there.

So | don't really know what the issue is. |
t hought the grandfather period was comng fast to an
end. So | can't comment on that.

M5. STEVENS:. All right. Charlie, Tracy, who
wants to go first? |If you can enlighten us a little on
sonme of the topics, that would be great.

STATEMENT BY CHARLES LQOVBARDO

MR. LOVBARDO. | would just like to follow up
first on the first coment Normwas tal king about. And
we were tal king about Iimtations of odds.

My first cooment, before we get into that, is
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many of the regulators, their only point of reference is
Cass Ill, with very little reference to Class Il. And
there's a big difference.

Bingo math is quite conplicated. Wen you add,
as an exanple, 75 nunbers but you have a bingo card with
only 24 nunbers or 25, the nunber of different
conbi nati ons you can have on that bingo card is an
astronom cal nunber. And when you | ook at the nunber of
peopl e playing and the nunber of cards, we started
writing odds down, we could go circle this room and
that's how big the conbinations are.

| don't think there's anybody that says that we
shouldn't have Iimtations on odds. | think the
guestion always was we shoul d be conpetitive with the

mar ket pl ace, whatever that may be. So there's lottery

odds, there's Cass IlIl gam ng odds that are nuch hi gher
t han what was ever suggested by the NIGC. | think that
tribes only want to be conpetitive in Cass Il. | think

that really becones the issue.

From a entertaining display requirenents, we
have to renenber that we're playing bingo and we're not
playing a slot machine. And |I'mnot a | awer, but there
was court cases that were decided in favor of using the
entertai nnent displays, and IGRA allows the tribes to

play bingo with the entertai nnent display.
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And the entertai nnent display has absolutely
nothing to do with the outcone or the results of the
gane. The only thing it does is the bingo portion. So
i f you want to | ook at what the bingo card had and what
the balls were drawn and how that determ ned the outcone
of the gane, then that's fine. But the entertainnent
di splay has nothing to do with the outcone of the gane.

M5. STEVENS:. How do you address recall? |If
you' ve got sonebody disputing -- just to address Norm s
concern, how do you go back on a Cass Il bingo nmachine
and verify it?

MR. LOVBARDO. It's the bingo pattern. So you
| ook at the bingo card, bingo balls drawn, and the
pattern covered.

M5. STEVENS: Can you do that a nunber of ganes

back?
MR, LOVBARDO.  Yes.
MB. STEVENS: kay.
STATEMENT BY TRACY BURRI S
MR BURRIS: Tracy Burris, Viejas.
On that, too, on the nunmber of recalls, you got
sonme assistance on the Cass Il, because they' re server

based, that would | et us go back as nuch as a hundred
| ast ganes played. And because, when we use the

original player card, tracking on the original Meganmania
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stuff, we could actually go back close to a thousand,
wasn't it, Skip?

It takes sone tine to pull it up, but it shows
the whol e pattern that player used to activate their
card in their system W can actually recall their
whole play. It was a conbination of things happening,
because they're server-based.

M5. STEVENS: My | inquire, fromthe display
or from el sewhere?

MR BURRIS: Wll, fromelsewhere. Fromthe
server.

Renmenber, it's not the machine that's doing it.
And that's why it becones inportant about this play.

And if we take it one nore step further, when you talk
about -- one thing that is not up there, maybe, and that
reflects the technology, is that if we try to coordi nate
bi ngo, Xs, Four Corners, Postage Stanp, and Strai ght

Bi ngo, any of the variations of the bingo patterns, to
correlate to synbols, cherries, 7s, single bars, triple
bars, double bars, if they' re coordinated, then | would
think that would give the argunent that we are playing
wi th a bunch of technol ogy, because now we're trying to
picture a pattern or wwn or, even nore specifically,
anyt hi ng going wong on that |last recall being

reflective of the beginning gane.
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Because we had this years ago. | nean, this

very thing. Because when we first started, when | first

started in Cass Il, all of ny studying was done on
Class Ill. So | had those concerns.
As | learned, and as | do -- what | do know

about bingo, doing it for as long as | did, was that
when we tal k about bingo patterns, the perns, limted to
75 nunbers, and we're tal king about different series of
paper avail able out there, and the ability to -- didn't
| say pernms or the patterns on each five colums, five
nunbers, fromB to O you know, what you can do, there
Is alimtation that you can do. And you cannot do it,
as you can with the math of a standal one nmachi ne of
neeting three synbols only. Three cherries, three bars,
three other bars, or whatever that conbination, is a |ot
different than on bingo patterns.

Because bingo is bingo. It is bingo. There is
an extreme difference in that. So | think that's -- |
mentioned that in Mnneapolis recently. | w sh we had
the paper. The paper -- we can see it fromone of the
distributors for the (inaudible) showed how t hat worked.

But you got to keep in mind, this is a gane of
bingo. It has nothing to do wwth a slot nachine and
that concept. And | nean, | don't know if you guys get

that. There is a distinction difference.
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So ny concern would be in the entertai nnent

display part of it, |I know the biggest conplaint was how
bigit had to be on the machine. | don't think it has
to take up the whole machine. | don't think it has to

be everything, but | think that sonme of the things --
the choices that are out there are conplinentary. |

| i ke the (inaudible) personally, because there's that
true distinction that it is a bingo gane.

As a regulator, it does illustrate it's a bingo
game, shows the ball draw, and you still have that
entertai nnent display. So | don't have a problemwth
t hat because | can distinguish that when | have a
di spute, that it is not a conpacted gane as we know it.
It's a Class |l gane.

So |l think there is that distinction, and |
think that's how you achieve that. W have to give our
players a little credit, you know W can't assune
that, even though they choose to play (inaudible) at
times, but we also know as well as we do now, that when
we have those disputes with them if they're using their
pl ayer tracking card, | go back on ny system 1 anyway,
and it gives nme a good indication of how they played and
how t hey wager on every transaction.

So there are other elements that are avail abl e,

when dealing with a dispute, that can be brought
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forward. Does it make it easier always? No. But it
does help. And it wll rise in the credibility as to
how wel |l that -- whether it's our techs or whether it's
our I T people, who's ever doing it, how know edgeabl e we
are of our products.

And that would be the ultimte deal is how
know edgeabl e are we on this product? I'mtelling you,
if | just had to justify just this single unit, it's
easier. | don't know what Jason has. Maybe | don't
know what he has. It's a different unit. As it stands
by itself, it's a lot easier to debate and turn off if
there's a problem

On a server-based, when you turn it off, you
m ght be turning it off (inaudible) for 40 machi nes, 400
machi nes. You don't have one unit you can seal off and
say, oh, we can have it tested, and we know what it
m ght be, because power surge or this. 1It's not the
case.

Now, do individual ones go out? Yeah,
nonitors, whatever. But if there's sonething wong with
the server, it affects everything on that server. So
there is that distinction.

And that's what | alluded to earlier about that
peopl e had certain m ndsets, assum ng that you don't get

It because it's a standal one machine. |It's easy. Just
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turn the damm thing on, seal it off, nobody has to ness
with it. But you can't do that on a day-to-day basis.

So, you know, | nean, granted, it could be --
some of this could be said nore eloquently than |'ve
sort of -- I've dealt with too many of these disputes,
if you wll, and | understand it now. After 18 years, |
get it, to a point. There's all nuances to be surprised
by technol ogy.

That goes back to how detailed we're going to
get with the network engineer. Do | need a network
engineer? Do | need a software engineer? Those are
sonme of the technical questions that conme about. So
that's the renote access.

We had the Cass Ils, and | think that we

use -- for our property now, we have it pretty well of
tracking it. | think it goes back to -- | know people
guestioned it. It conmes to a point that | learned with

a server-based, we hope sonmeone hasn't nmani pulated it.
We hope that soneone hasn't cone in and mani pul ated the
software or whatever at sone point. It's always a
possibility.

| know that the conpanies, as a whole, try do
It wth integrity, too. There's always that
possibility, just as there is with soneone getting the

wong chip, E-pronpt chip, there to one of ny standal one
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units, too.

What we hope for is that the controls that we
have in place -- which is why we had MCS, too. It
makes it inportant for these two docunents to go hand in
hand. And the reality is if it were to happen anyway,
it would take us time to be able to audit it backwards
to develop any case in order to really truly determ ne
whet her or not, you know, soneone deli berately inpeded
the integrity of that system

So those are things to -- the renote access, |
mean, there's ways that we can track that. Again, it's
about tracking it. It doesn't nean that we can stop
somnet hi ng bad.

Every tribe has its different protocols by --
by which the agreenents that they have with that C ass
Il manufacturer utilizing the machi nes, on how they cone
in, what they need to do, based on -- a lot of it is the
technol ogy and software and hardware and all of that.

So it's conplicated, but it has to be taken
i nto consideration. And it's actually nore work for the
TGRA to try to understand the manufacturer's system
And they're not the sanme. They are not the sane. They
all have different platforns. There are different
things that are different about it. So there is an

| npact there.

800-227-8440

Veritext/NJ Reporting Company

973-410-4040



© 00 N oo o b~ wWw N P

N N N N N N P B P PR R R R
a A W N BB O © 00O N O 00~ W N ., O

Page 84

So that's nmy two cents onit. That's all it's
wort h.
M5. STEVENS: Thank you, Tracy.
STATEMENT BY RON HARRI S
MR HARRIS: Ron Harris with the Mam Tribe of
Ckl ahoma.

On a coupl e of these issues, the
grandfathering, is one year dear to our market, we
argued with -- quite a bit with the previ ous Conm ssi on.
And it has to be said that the grandfathering of a
systemitself and the boxes, or whatever conponent of
that systemwe're tal ki ng about, when you hit this
magi cal five-year wi ndow and all of a sudden, what used
to be legal, what used to be played in tribal gam ng
facilities around the country, nysteriously is no | onger
| egal .

There's a lot of legal issues that | think the
attorneys spoke very eloquently about for sone tine,
about why you can't just arbitrarily pick out a
five-year period in this case. But the point, | think,
the Commi ssion is focused on here, too, is what it does
to some of the smallest tribes in the country. And you
see it in the Cass IlIl business.

You don't -- there are a lot of tribes around

the country that mght be in a renote area that has a
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very small popul ation base to draw on. That piece of
equi pnent that's five years old works out fine. A piece
of equi pnent that's already been depreciated nay not
warrant a new $36, 000 box, that, A, that they couldn't
pay for thenselves or that would conme in on a revenue
share, because the nmanufacturer m ght not want to go out
there in this location to put it in there.

But these smaller depreciated boxes, now all of
a sudden, you put a tribe that has the ability to, A
acquire themor, B, that a manufacturer would literally
justify their investnment to go into renote | ocations
with used equi prent and earn -- the tribe earns $30 a
day. Now, all of a sudden, that nmake sense.

So when we conme up with this grandfathering
thing, | think the primary focus needs to be on the
worl d of haves and have nots. There's a lot of tribes
that desperately need gaming in their facilities that
this grandfathering systemw || inpact greatly.

Qur little conpany, we're inpacted by this, in
that -- not so nuch on the boxes itself, but on the
systemitself. There's another provision, at |east,
that TGAG advi sed to al so back off of is that nystical
day that you had to show up and put your software in the
| ab within 120 days of pronul gation of the regs.

W weren't smart enough to run in and take al
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of our systens and put it in a lab. W had our current
software we thought the market was going to go. So here
we are with the gane of the Rocket Classics. |It's the
only gane ever produced that has a DQJ |etter that

says -- a Departnent of Justice letter that says this
game is a legal Class Il bingo ganme. The NI GC al so
wote letters on this.

Well, the commercial viability of that gane had
dropped off, and it wasn't in play. So we didn't go and
take it into a lab and incur the expense of doing it.
Well, 1o and behold, within the last 12 nonths, we had
tribes reopen their bingo facilities. W've had
custoners that renenbered those ganes, said, geez, we
want those ganes, but Rocket can't go back and rewite
that system because it's not economcally feasible.

W can go in with a cheaper machine with a
systemthat still works perfectly fine. The system
integrity is there. Al of these other things are
there. But guess what? It's witten in Wndows 2000.

M crosoft doesn't even support that anynore.

So these old systens are still kind of |ike --
| i ke they have the old Tack Force, you got the Monkey
Tattoos, you got the Megamani as, things that have won
significant court cases that said this is Cass Il, and

yet you marked -- picked an arbitrary, capricious date
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to say up to this date, it's no longer viable. And I
think there was an old Meister study -- | call it

nei ster. neister (inaudible) study that showed the
econom c inpact of that in Indian country, and it was
significant.

Limtation of odds. | think Charlie hit it
pretty well there that -- | don't know that the argunent
ever was that there shouldn't be a limtation on odds.
There's two pieces of that argunentative. First of all,
who says what that odd shoul d be?

W ook at it as it's TOMG group can wite this
as the primary regulator is the TGA. It's the tribe.
It's not a federal standard. The tribe is the one that
the TGA deci ded what odds they want in their facility,
and | deal with it every day. The tribes deci de what
odds they want, they deci de what wages they want, max
bet, the whole gamut. |It's done at a tribal |evel.

Now, in this particular case, the governnent
did feel they needed to set a standard. And then the
547 as -- when it was pronul gated, had the reasoning
behind it of sone of the things they did. The odds were
set at 1 in 100 mllion.

W did try to nake the argunent to say why
woul d you put a tribe at a di sadvantage over a state

| ottery? The Kickapoos in Texas, guess what, their
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bi ggest conpetitor is the Texas Lottery run by Texas.
They have got better odds than we can put in a bingo
gane. Wiy is that? It's 1 in 175 mllion, but yet
we're limted to one in 100 mllion.

Then you get into slot machines in Cass |1
facilities. You' ve got Class Il facilities that have to
conpete with state-run Class IIl facilities. And guess
what ? There are slot machines out there at this tinme --
and we made this argunent back several years ago,
there's slots out there with 1 in 400 mllion. Wy did
we pick one in a hundred mllion? Wy?

| reread it on the airplane comng in, and it
basically said in the preanble, well, geez, we think
it's fair to set an odd at 1 in 100 mllion because we
think that nmeans that jackpot -- there were sone
mat hemati cal conputations there -- could be won once a
year. W set a jackpot. W think it should be won once
a year.

That, first and forenbst, in ny opinion, and |
think, mainly the tribes that | deal with regarding a
tribal gamng regulatory decision, the tribe itself
shoul d make that decision. But | also think that's an
awful arbitrary nunber to have picked, to sit and say
that a bingo pattern should be won once a year.

| can take you to tribal bingo balls that have
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had bl ackout dollar anount for paper bingo up there for
18 nonths, two years. The players knowit wll be won.

Al'so, this whole issue on odds is a little
I nteresting, because | think sone of the gane plans at
the time were arguing, geez, you should set the nath for
this, you should disclose the math for this, because how
else wll a player know? And you get back into the
Cass Il mnd-set.

You're right, when you walk up to a sl ot
machi ne out there on the floor, you don't know the odds.
Who can go in and look at that little chip and see what
the odds are set at? The difference in Cass Il bingo
i's you have rules. You pull up the ganme rule screen.

W have our conpetitors, just like we do with
their machines as well, you can figure out sonebody
else's math sinply by going into the machi nes and
| ooking at their ganme rules, taking a picture of that,
wite it down, whatever you want to do, and | ook through
all of the bingo patterns. You have to cl ose the bingo
patterns to play. So if | know the rules how you're
pl aying the ganme and | know all the bingo patterns, |
can reverse engi neer anybody's math. |It's on display
for the players to see.

So there is a difference between a C ass ||

approach to setting odds versus Class Il. It's not as
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pl ayer beware, |ike you have in a slot machine. Bingo
Is different. W post the rules, and it's there for
themto see. So, again, | think that the fairness

| ssue, tribal bingo, Oass Il bingo, should have
conparabl e odds to what is in the industry.

Now, at one bit -- nore little bit. And I
believe that should be decided for by the TGA. Wiy is
that? Because that's maximumflexibility. |If you're at
a Hol | ywood Park (inaudible) facility in Florida, they
may say, |ook, we want this stuff to go -- you know, we
don't need to advertise nost things. It got to the
point we want to see what's on this (inaudible), turn
t hrough here, here is what we want our odds to be.

But in other parts of the country where they
need to market an $80 jackpot to bring people in, that
has a radius of a hundred mles fromwhich to draw their
cust oner base, they may want a big jackpot up there to
draw on (inaudible). | believe that kind of marketing
condition should be left up to | ocal TGAs.

We do have it in these proposed regs that we
manuf acture these ganes, so we have to disclose it and
| abs have to test it and al so prove here is what the
odds of winning it are and disclose it to the tribe.
The deci sion should be left to a tribe.

Entertai nnment display is another interesting
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argunent that we tal ked about over and over and over
again, and we weren't successful in our argunents. The
attorneys, there's the | egal argunents of getting
credibility. W kept listening that we have to have a
bright Iine between Class Il and Class I11.

The mi nute you say you're giving |egal
deference to spinning 7s or the horse race or the car
race or whatever you're show ng there, you just left the
snoki ng gun for that DQJ or state regul ator, whoever it
is, to say see, that really isn't bingo; it's a slot
machi ne.

You're giving legal credibility -- and we've
got sone attorneys in here that can -- you know, we
wote a position paper and provided it to the N GC t hat
you shouldn't do that for those issues al one and
clouding the situation between the Cass Il and d ass
[l

However, as a manufacturer, we built it in
there anyway, because it only takes one Norm out there
that we work for, when we go into a tribe, that the
tribal gamng regulator calls the shots here. So if we
go in and (inaudible) says we want 1-in-50-m|llion odds,
Rocket better be ready to be 1-in-50-mllion odds. And
I f Norm says, by the way, | want to see those gane reels

as it's replicated, we better be ready to do it. And I
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think all manufacturers do it.

What we push back on is it should not be a
federal standard. That's the right of the tri be.
They're the primary regulator. That's where the
deci si on should be. Then we nake a commerci al deci sion
whet her we want to neet that or not, which all
manuf acturers that | know do.

There's also a conflict -- and, again, the
attorneys here can talk until they're blue in the face,
but we have got an issue in the technical standards of
promul gating. |t says you have to show the entertaining
display in the video, but you don't have to do it with a
mechanical. Right?

So if it's a stepper for -- | don't have to
replicate what the player would have seen in a stepper,
but | do in video. You know, you get back to the parent
who who does he normally or she normally -- the old joke
about you normally discipline the good child because the
bad one, why waste your tine. You get back into
sonmething like this.

Vi deo was easier to put this bridle on that was
mechanical, so we're going to go after the video. You
have two standards here. One, you're saying you' ve got
to replicate it, one you're saying you don't. | think

there's issues with that as well, froma | egal basis.
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| think those were the three things that | was
commenting on was grandfathering, |limtations, and the
entertaining displays.

M5. STEVENS: Thank you.

Were you waiting, Tracy?

MR BURRI'S: Yeah.

M5. STEVENS: kay. Tracy, and then, Linda,
did you raise your hand? Gkay. Linda and then Charlie.

STATEMENT BY TRACY BURRI S

MR BURRIS: | just wanted to reiterate what
Ron said -- this is Tracy Burris, Viejas.

On the Meister report, that's the 2006
report -- | have it here in front of nme, and one of the
things that's inportant about it, as he said, "According
to the Proposed Rules, Cass Il nachines would have to
meet the follow ng requirenents:

“Bi ngo and other ganes simlar to bingo.

“Pl ayers nust conpete agai nst one anot her.

“Al t hough the NI GC encourages play with six or
nore participants, a gane can begin with a m ni nrum of
two players if six players do not enter a gane within
two seconds after the first player enters.

"Bingo cards nust be used; however, those cards
may be el ectronic.

“Bi ngo cards nust be provided to players before
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nunbers are drawn.

"Each card played in a gane nust have an equa
chance of obtaining a wi nning pattern.

“Alternative technol ogi c displays of gane
results (ganme theme graphics, spinning reels or other
i magery) are permtted as long as the gane results on
the electronic bingo card are al ways shown.

“Nunbers nust be randomy drawn in real tine or
very near real tinme to the actual play of the gane."

| think this study does very well. The reason
| say this (inaudible) because there's a lot nore to
even | ook at it, because back in March when | had a new
council come on fromthe end of January, they wanted to
know about Class Il. So | sat down and | was trying to
figure out howto do it. And | renmenbered this report.
So | used a lot of this trying to explain Cass Il to
t hem

| hope | did. | attenpted to. | don't know
whet her | succeeded or not. Wen you think about it, as
opposed to as | said, | can pull that single unit --
unit playing machine, there's a big difference. | nean,
this has to be reiterated constantly to rem nd even
nyself at tines, it gets conplacent wwth ny Cass 11
ganes. It's easier to nanage ny Class |l ganes, ny

sl ot machine than it is to manage ny bi ngo ganes. And
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maybe that's a way of saying it.

So the reports is one -- the Comm ssion
comm ssioned to have it done. And it was an interesting
conversation | had with Alan Meister about it anyway, at
the ING, a couple weeks ago. And he uses -- he is one
that testifies on behalf of different conpanies, other
states, whatever. He is an expert witness, if you will.

And | think it's fair to say that | don't
al ways agree with the man, but it is a good report. And
| think it was very objective, froma bird s eye view,
and things that he pointed out, I think it should be
sonmet hing that NI GC uses as sort of a preanble with
dealing with Cass Il ganes. Thank you.

MB. STEVENS: Linda.

STATEMENT BY LI NDA MCGHEE

M5. MCGHEE: Linda wth Poarch Creek.

| just wanted to bring up, froma regulator's
vi ewpoi nt, on the entertaining display requirenents.
When we have a problem a custoner has three red 7s, and
naturally it's a mal function of the nmachine if they did
not wi n, because the bingo pattern is show ng that they
didn't get a bingo.

Qur custoners, believe it or not, they're not
stupid. Ganblers around the world, if ours are anything

totell by it, they're not stupid people. |If we have a
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di spute and we clearly indicate to themyou' re playing a
bi ngo pattern. |f you |look at the bingo patterns that
we recalled, there is no wwn there. The three 7s was a
mal function on the display, and that's all.

And nine times out of 10, you can convi nce
t hese custoners that, hey, the bingo pattern didn't win
anything. So to us, it makes no difference whether the
entertaining display is recalled or not, because we're
concerned with the bingo card. It needs to be recall ed.
The game play on that needs to be recall ed, because
that's what we're telling our custoners: You're playing
a bingo gane. You're not playing, you know, triple red
7s or whatever. That's just there to entertain. O
course, we are very careful on using the word "that's
there to entertain," because sonetines they take offense
to that.

But really all in all, custoners, once you
convince themthey are playing a bingo ganme and show
them those bingo patterns and they didn't win on that
bi ngo, then, you know, they're satisfied.

The ones we have problens wth are ones that,
in ny opinion, would be the type of people that would go
I nto Wal mart and purposely knock over a can of liquid so
they could slip and fall on it and get a big | awsuit.

But for the nost part, we handle all of our conplaints
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just by explaining to themyou're playing a bingo
pattern, you' re playing a bingo card. And see, none of
t hese bingo cards -- the | ast one you played didn't have
awnonit, the one prior to that didn't have a win on
it, and this one here that you won didn't have a win on
it. You didn't win. It was a glitch on the box itself
caused those three red 7s.

And nost of the tinme, we can convince the
custoners, okay, | didn't have a win. And they're okay
withit.

M5. STEVENS: Thank you, Linda.

If you would, Charlie.

STATEMENT BY CHARLES LOVBARDO

MR. LOVBARDO. | would just like to follow up
with one nore itemon the limtations on odds.

Ina Cdass IIl ganme, if | have a mllion-to-one
odds to hit any award, that neans that gane has to have
a mllion handl e holds or spins of the reels, or
what ever you want to call it, on average before it wll
hit. The average casino probably gets, oh, anywhere
bet ween 4- or 5,000 hand pulls or ganes a day, so that
means sonewhere around 200, 300 days or so before that
will hit that particul ar award.

In a bingo gane, you have nmultiple players

conpeting for the sanme prizes. | can have a gane within
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just a few seconds where I'mallowing 50 to a hundred or
nore players per gane. | can hit that sane
mllion-to-one odds in just a matter of a few days.

And so, in saying that, to say that bingo can
have an unfair advantage, bingo actually has a nuch
fairer advantage in paying the awards they advertise to
t he pl ayers.

STATEMENT BY RON HARRI S

MR HARRIS: It's Ron Harris again.

There's another distinction that we should
poi nt out when we talk about this entertaining display
| Ssue.

Nevada has one of the best laws in the country,
which is mal function voids pays to plays. Al of the
pl ayers -- the only thing the player relies on is the
screen, the spinning synbols. Right? So we go back
into the argunment that the NIGC had before is what -- we
need to see all evidence and give sone credibility to
this entertai nnent display so the player may see
I ncreased odds in conjunction with their bingo card.

In a Cass Il environnment, in Vegas all you
see is the three 7s. But if the manufacturer shows up
and says, geez, | have a docunented software glitch and
| can docunent the software glitch, it shouldn't have

had three 7s, guess what? It voids pays and pl ays.
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In Class Il, you have a bingo card, you're
entered into a gane. Here is your bingo card, here is a
ball draw. You see what it is. Again, it's like
opening up the RNG chip inside a Cass IIl box and
showing it to you inreal tinme. It's up here. That's
why we have legal credibility to the people (inaudible)
You' re playing agai nst sonebody el se.

And if this glitch is over here, this gane is
al ready over. Bingo is over. Bought the card, daub the
balls, ganme over. O but nowl'mgoing to showit to
you in a different way. But the fact is that pattern
did not get won or didn't win is docunented by the
patterns on it.

So, again, Class Il has sonething that C ass
1l doesn't. But yet Cass IlIl has got a heck of a I|ot
better, nore user-friendly rules than we're inposing on
I ndian country for Class Il gamng. Again, that's where
we think that's wong.

That does not nean that we don't -- as a
manuf acturer, we've had it from-- we've been doing this
since 1996. W' ve always had the ability to | ook up and
see what that gane was in real tine. W record whether
you touched the dauber or you touched the screen. W
can tell you exactly what they did.

So again, it goes tribe by tribe what they want
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us to do. It should not be a federal standard.

MS. STEVENS:. Tracy.

STATEMENT BY TRACY BURRI S

MR. BURRIS: You bring up great points. Tracy
Burris, Viejas.

To add the enphasis to it is that there are
times when nine tinmes out of 10, manufacturers
(i naudi bl e), ny experience on the mal function on a C ass
Il device is nine tinmes out of 10 the wager has not been
taken. Because it | oses connectivity with the server,
or whatever the malfunction is, it never took the wager.

More often than not, |'ve had seven out of 10
where ny Cass Ill, ny slot nmachine took the wager. So
when you're trying to be objective in hearing that, |
believe when | nmake that decision is if it took the
wager, what was the expectation? |If it didn't take the
wager, what is the expectation?

You do have a -- operations has a nightnare of
dealing with that, but it's less than -- nobst players,
as Linda says, when you point certain things out to them
that occur, being objective is that it didn't take the
wager, you know. You did have the attenpt to have the
wager happen, but it didn't take the wager. It
mal functioned. |t canme up, let's say, a jackpot.

So | think, in fairness to this, throughout the
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jurisdictions, if it doesn't take the wager, did that
transaction ever occur? | nean, there's those things,
and that's one thing in a dass Il system does work.

I do know (inaudible) conplicated d ass |
system that said where that occurred and then further

i nvestigation, it ended up those nmanufacturers are no

| onger with us. | nean, | can tell you 10 years ago,
they were -- at one point, | had 60-sonething requests
on nmy desk to look at different Class Il systens. |'m

sure today there are probably 10, naybe, eight.

Manuf acturers aren't even around. | don't know, eight
or 10 left on Cass Il systens.
MR HARRIS: | believe I count -- last | heard

was 12 out of about 43 at one point that we --

MR BURRIS: A lot of those others, they
were -- in all fairness, their systens were not
accurate. And there's those that get |ost out for
(i naudi bl €) proper integrity.

Havi ng said that, too, again, those are the
t hings that we have to take into consideration, and that
| eads us to the TGRA to nake that decision, you know,
bei ng objective inits role with hearing a dispute.
Those are the things that occur.

By the way, |'ve never seen a happy ganbl er.

How many tines have you seen soneone hit -- you know,
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oh, | wagered a dollar and | hit $15,000. You know
what, if | had done three, | would have tripled that.

The point with ne is -- to Linda's point is a
ganbl er is never happy. And our biggest
di ssatisfaction -- because nost of you -- how many have
had your screens busted, nonitors, at $118 api ece? How
many get your bill acceptors with the coffee dunped in
t hem because they weren't w nning? How nmany, even nore
so today, in the |ast year, you watched your econony go
down and your nunber of plays go through, so you have
machi nes sitting for a day or two, and soneone cones in
and dunps 2- or $300 and are frustrated because they're
not w nni ng?

Wl |, nobody tells them "Well, they haven't

been played in tw days. That's why you're not

winning." As to the days when we had peopl e stacked,
packed and racked everywhere. Things were noving. |It's
noving. It's playing.

These are the things that we have to deal wth
on a daily basis and things we have to take into
consideration (inaudible). Then there's that viability
of the Cass Ils. | think, it's been proven in those
Class Il markets where it's utilized, sonetines the
bi ngo ganes nove faster and pay faster because they

eventual |y equal out as the play increases on those nore
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popul ar nights, Friday and Saturday night, than during
t he course of the week.

So those are things that we have to take into
consi deration when doing all of this. And | just wanted
to pass that on. Thank you.

MS. STEVENS: Yes, Ron.

STATEMENT BY RON HARRI S

MR HARRIS: (lnaudible) to follow up
(i naudi bl e) which is entertaining displays and the
mal functi on voi ds pays and plays and these kind of
t hings, we put ourself with these regul ations, as
witten, in a |legal quandary.

And since 1996, when you're able to show and
replicate that there is a problem it's not a | ega
deci sion, malfunction voids pays and pl ays, but you
still then put the tribe in a position to nmake a
busi ness deci si on, versus what happens at the MGM and
M rage and Las Vegas casinos. The lawis clear. |If
It's got a software bug, nalfunction voids pays and
pl ays regardl ess of the display. And whatever the
pl ayer sees, it doesn't matter. There was a glitch, a
mal functi on voi ds pays and pl ays.

What these guys do, which our experience is
nost tribes do as well, is they nake a busi ness deci sion

and they say, geez, yeah, you know, we understand you

800-227-8440

Veritext/NJ Reporting Company

973-410-4040



© 00 N oo o b~ wWw N P

N N N N N N P B P PR R R R
a A W N BB O © 00O N O 00~ W N ., O

Page 104

t hi nk you shoul d have won $3, 000 and you didn't, because
It was letter X pattern, and that plays a hundred
credits.

But then you get into the decision-naking node
of business decision. This is one of your best, nopst
| oyal custoners, who spends thousands and thousands and
t housand of dollars a nonth there and they have for 15
years, you're going to say, you know what, |I'mgoing to
gi ve you a $2500 consol ation, here is your free neals,
or -- you know, you get into this whole thing how you
treat the custoner.

That is another reason why this can't be
handl ed at a federal level. |It's handled by the primry
regul ator and by the tribe itself, in your operating
procedures on how to handl e these kinds of things.

STATEMENT BY NORM DESROSI ERS

MR. DESROSIERS: Well, I, of course,
respectfully di sagree on a couple of points.

It is alegal matter. To try to say it isn't
Is to -- maybe not in sone jurisdictions, maybe that
tribal regulator on the floor is the ultimte, finished
end of end-all be-all of the decision-making, but in
many jurisdictions, at |east mne, the due process
allows a dispute to nove on to, at least in ny case,

tribal court. And I'msure sone may have arbitrations
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and sone may have any nunber of due-process things.

And it becones a |legal issue. And | have to
prove ny case, and the appellant has the opportunity to
prove their case. |In this day and age, |'ve got two
cases right now -- not Class Il, but people are taking
pi ctures on their cell phones of the display and sayi ng,
you know, | should have been paid this. | nean, it's
hard to convince a judge, when sonebody has got a
pi cture, you know, of what it said and they didn't get
pai d.

So to say this shouldn't be or isn't a lega
Issue, it is. It very definitely is. And | guess |
take issue with the notion that there shouldn't be
federal standards on sone of these issues. You know, if
there isn't, then what does the manufacturer know to
build it to, what does the lab know to build it to,
unl ess they're going to 240 different tri bal
jurisdictions and sorting through 240 sets of individual
techni cal specifications.

You know, | nean, certainly in nost
environnents, tribes have the right to exceed the
m ni muns, but | would urge the Conm ssion to consider
you know, taking responsibility for setting sone
st andar ds.

M5. STEVENS: Thank you, Norm
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Ski p.

STATEMENT BY SKI P LAMBERT

MR. LAMBERT: Let ne say that | agree with
Norm in that it is a legal issue. | respectfully
di sagree as to what that |egal issue is.

In ny mind, the legal issue is this is a Cass
Il gane. It is a bingo gane. The only reason that
legally it can be on ny floor is that it's a bingo gane.
As soon as there's a federal requirenent which says that
you can use the entertaining display to determ ne a
pl ayer dispute on a wi n-or-|loss question, you have now
opened up the door to be chall enged by DQJ or anybody
el se to say ah-hah, it's not a bingo gane. You didn't
award that prize based on the result of the bingo gane.
You rewarded that prize arbitrarily based on the result
of that entertaining display.

That's a |l egal place | don't believe the NIGC
should go, for that very reason. These are bi ngo ganes.
That's why they're legal. And yes, it is a |egal
gquesti on.

M5. STEVENS: Thank you, Skip.

Do you have other commenters? Are you coni ng
up, Charlie, or --

MR HARRIS: Yes.

M5. STEVENS. Ckay. Sorry. Wasn't sure if you
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were just cruising the room
STATEMENT BY RON HARRI S

MR HARRI'S: Ron Harris.

To make one | ast comment, actually, | think ny
position isn't greatly different than Normis, in that it
is -- it can be made a legal issue. But | think our
tribe's position has always been it should be a tri bal
court issue and not a federal court issue.

STATEMENT BY CHARLES LOVBARDO

MR. LOVBARDO. This is Charlie Lonbardo agai n.
| just wanted to kind of give an operator's view.

As an operator, if a player won, | wanted to
pay him There is never, ever a reason why we felt that
the player had legally won an award that we did not pay
them But you al so have to renenber as an operator, our
job is to protect the assets of the tribe. And if there
is a claimon a jackpot that did not win or pay out of
any type, then we have procedures to go through, which
| ets the proper people make those deci sions.

And Ron was absolutely correct. Many tines it
beconmes the manufacturer's issue and not the operator's

| ssue, because the gane mal functioned. And every gane

out there, if you go out there and | ook now, Class Il or
Class Ill, they'll all say malfunctions void all pays
and pl ays.
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They say that for a reason. Because there's a
hi story of peopl e naking clains against a casino. And
we need to nmake sure that we're protecting oursel ves.
That is one piece.

The other thing I wanted to kind of touch on,
as far as the odds for displays or anything else in a
Cass Il world -- it's also trueina Cass Il world --

that any operator can nmake a request of | want speci al

odds, | want special displays, | want special features
on nmy game. Because as long as you're willing to pay, a
manufacturer will make it, the labs wll test it.

And as far as having a thousand different
projects -- products out there, there is for any one
manuf acturer too many different custonmers. Wile they
may | ook the sanme, it plays differently.

If you go to any of the -- this place we're in,
as an exanple, Harrah's, has their own set of rules and
odds and displays that they |like to have just for their
casi no, because they have so many and are so spread out
across the country. As long as they're wlling to pay
for it, the manufacturer will make it.

M5. STEVENS:. Thank you, Charlie. See what
time it is.

So we have a flurry of coments on technica

standards. Does anyone have any comrents right now?
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What | suggest we do is go ahead and take a
break, conme back at 3:00 and see if we have any other --
anyone has an epi phany during the break, we'll be here
to add to the discussion on Cass Il standards and the
list of items that we have up there and gi ve sone
t hought to sonme questions about how the current
standards, as the regul ators, have they hel ped or
hi ndered your ability to regulate those ganes? How to
nove forward with advancenents in technol ogy.

Because, you know, these el ectronic ganes
evol ve rather quickly, the software that's involved with
them Are there other areas up there that we haven't
listed that we need to take a | ook at or that the
current standards don't address that they should
address? | think we've tal ked about grandfathering,
odds, tal ked about recall.

| don't think there's anything nore up there.
But if we're m ssing sonething, please |let us know Let
us know what your experience has been with the current
standards as they are. Things to think about during the
break. O if you're not able to stay for future
neetings or your future coment to us, if you're
provi ding anything in witing.

So think about those things and we'll take a

break for about 15 m nutes.
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(Recess)

M5. STEVENS: Okay. So it is 3:15. | believe
we have a few nore folks that wanted to nmake comment on
the technical standards, give sone thoughts to the
guestions that | posed prior to the break, if you woul d,
about is there anything missing fromthat |ist, and what
has been your experience in dealing with the techni cal
standards as they are now.

Yes. Wiy don't you cone right up and have a
seat here. You'll probably have to pull the m crophone
right up to the stand.

STATEMENT BY GARY LOEBI G

MR LCEBIG Ms. Chairwoman, | would just |ike
to make a couple of conments on previous testinony on
the record. M nane is Gary Loebig with Poarch Creek
Band.

This relates to product. It related to a
display. And | would like to make a conment.

First of all, any reliance on the entertaining
di spl ay encourages fraud. As nost people in the
busi ness know, there's a certain percentage of the
pl ayers who wi ||l take any advantage of the facility. |If
they understand a facility can be put under pressure
because an argunent that the display is valid, then they

will attenpt to put that pressure on the -- by saying
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that the display -- because they understand sonetines
the facility wll pay off on a display (inaudible)
strong enough, then it encourages themto solicit
sonebody in the facility thenselves to collude with

t hem

They' re going to conplain about the display.
The person that has been brought into their association
on this makes a decision very readily, because the
facility has been doing that readily, because it's
al l owed, to go ahead and pay off the player. And so
therefore, it kind of opens the door for encouraging the
opportunity for fraud.

And in ny prior life, even on Mega Bingo, which
is a very (inaudible) which is a very sinple gane, we
were running a ball draw to generate the outcones, we
had enpl oyees fromsone facilities going to another
facility to play the gane, in cahoots with a third
facility, that actually was generating or playing the
gane.

And so the internal players were actually
Wi nning or -- related to the enployees of the facility
were actually winning the gane. And it was through
forensics at that tine we determ ned that there was --
sonet hing was up, and the FBI canme in and in fact

confirmed that. So it's not sonething new to have
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i nside conplicity with an outside encouragenent going in
and trying to conmt fraud.

And so it's inportant that the players know
that the entertainment display is just that, it's an
entertai nnent display. You can run these ganes, and
everybody knows this, wthout that entertainment
display. You put up a giant bingo card and have the
sane gane.

But for novice players, it's easy to understand
awnif there's three cherries or a four corner wn.

So if the tribe encourages players that m ght not play
because they don't understand bingo, to conme and play

t he game, because they don't have to know t he
intricacies of bingo, they know they got three cherries,
they have to hit so nmuch, that's a four-corner wn.
Because the three cherries hel ps them get there quicker
by understanding that. So ny point is any reliance on

t he di splay encourages fraud because it encourages

col I usi on.

Additionally, there's all kinds of
recordkeeping i ssues that -- or it can cause confusion
i n recordkeepi ng, because there's all kinds of other
vari ances that you have to capture. And it sets a
pattern for allowng that, so it's harder to detect, |

think, for the auditors to know t hey probably
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(inaudible) this is another mal function, with -- it's
anot her variance that wll allow, because sone pl ayer
conplained it was the synbols and not the bingo gane.
So it beconmes a pattern allow ng things outside of the
rul es and variances to occur in the recordkeeping. It
j ust becones standard.

Second thing | would like to coment on is
canmeras -- requirenents of caneras over the devices that
the players play on these -- the bingo systemis a giant
conmputer system not unlike the NIGC has in its offices.
Each term nal happens to be a giant dauber in this case.
The ganme is never on the termnal. You're using the
termnal sinply to daub the card.

It's an electronic card. Al of the data that
was tracked and captured, just |ike your conputer system
in your offices. You may have sone stuff that resides
on your desktop, but all of the real data, all of the
real information is on your server

Sane thing applies to these bingo ganes. The
pl ayi ng devices that the players are sitting in front of
are a convenience to the player to help themto
understand the gane, and understand if they win or |ose,
has nothing to do with the gane. |It's a giant dauber.
Requi ring cameras on those daubers -- on those daubers,

which is what they really are, is tantanount to causing
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it to require caneras on the bingo players playing bingo
paper, for exanple.

| was fornerly Multinmedia, and Multinedia had a
mllion dollar gane call ed MegaBi ngo. MegaBi ngo, one
ganme people -- players were playing for a mllion
dollars. That's a very large prize. They would daub
their cards, and you would i nspect the cards for
alterations, those kinds of things. But we did not have
a canera on every player

The sane thing applies to these nachines. The
data is always on the server. That's how you really
determ ne which was the w nner, by sending informtion
back to the true card, everything is captured there.
You really don't need a camera on every machine. The
machi nes are irrelevant. They're just giant daubers.

Thank you.

M5. STEVENS: Thank you.

Were there other comments?

STATEMENT BY CHARLES LQOVBARDO

MR. LOVBARDO. Thank you. |I'm Charlie
Lonbar do.

| just would |like to make one general comment
on the technical standards. One of the things, when
t hese standards were witten, we gave a lot of care to

maki ng sure that we were forcing the vendors in the
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tribes to do things right, to renbve the gray-area tag
around Cass Il and nake -- and try to observe that
nobody was given an opportunity to do sonething that
could be perceived a little bit illegal or alittle bit
out of the norm

So there's really a |l ot of thought that went
into all of those processes and all of those standards
that were witten. And | think part of the reason today
that we're down to so few vendors is that when this
process started, we started to squeeze the so-called
gray-area guys out of the business. Because they -- we
brought in an awareness to what Class Il really was, and
you know, forced people out.

So | think we've already done a good job of
cl eaning up and getting things going in the right
directions, and these things wll only make it better.

M5. STEVENS:. Thanks, Charli e.

O her comments on technical standards? C ass

1?7 OCkay. Anyone?

If not, | think this has been a really healthy
di scussion this afternoon. And what -- | think what
we'll end with is that we are going to be -- we've got a

t hree-week reprieve here before we're on the road agai n.
W'l | be out at the Northwest Indian Gam ng Conference
and Tradeshow at Tulalip July 14th and 15th, which is a
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Thursday and Friday, at which tine we will be discussing
all five groups.

Does soneone have the list? Sorry. It's a
lot. So that's the whole sort of buffet of issues that

we wanted to bring out on G oup Five.

| think sone interesting things that will cone,
in addition to the first four groups that we'll be
di scussing over these past two days, we will be

di scussing sole-proprietary interests, self-regulation,
and what to do about Class Ill, on how to address C ass
[l

W' ve heard everybody's position. [|I'mpretty
cl ear on everybody's position on what -- you know, how
Class Il mnimuminternal control standards effects
them who enforces them howit's witten, the
enforcenent is witten into either the conpacts. They
work with the states. They work with us. Into an
or di nance.

Part of G oup Five is how we proceed forward
based on what we've heard thus far. And several
nmeetings fromthat point on -- (inaudible) sore severa
neetings thereafter at Tulalip, and it's posted on our
website, we will be tal king about all five groups for
about five or six of the neetings.

After that, the followng week we'll be in
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Al buquerque. We'll be back in D.C. at the end of July.
W'll also be at the &l ahoma -- in Cklahoma, we'll be

tal king about all five.

G oup Five includes -- yeah, | hit them all
What do you know, | remenbered? Self-regulation of
Class Il, and how to address that right now. W only

have two tribes that are certified to be self-regulating
-- for self-regulation. The concept of sole-proprietary
I nterest regul ation, and al so how to handl e the C ass
[1l, mninuminternal control standards. That's the
whol e cornucopia we're going to start tal king about over
t he next two nonths.

What we will be doing, as we have done here
today, is breaking out our agenda so everybody has a
better idea. |It's been brought to our attention that if
we put it on our schedule, they have a better idea when
t hey should show up. They don't have to sit through the
whol e two days painfully on subjects they m ght not want
to hear about, to get their opportunity to speak. If --
and sone will be doing that.

W'l | be breaking up the agenda, |ike we did,
and tell you when we are going to be discussing certain
groups. And also don't want to have this firehose
effect at the beginning of the neeting where you're

having to listen to us like Charlie Brown's adults in
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Charlie Brown. It gets to be too nuch.

So that's going to be the format going forward
at those next neetings over the next two nonths for all
of those groups. So we look forward to any attendance
you m ght be able to -- if you can attend, that woul d be
great. We will be having other subjects cone up.

W will also have nore discussion drafts cone
up on sone of the groups that we've covered yesterday,
not necessarily today -- maybe today, dependi ng what
el se we get fromthe Tribal Gam ng Wrki ng G oup.

You will start seeing discussion drafts posted
on the website, and we'll circul ate those di scussi on
drafts so that, as we get to these next five neetings,
we'll have lots to talk about. W'Il have actual drafts
that we can -- and solicit input from

So that's what is comng up. And | appreciate
you all sitting through this with us for two days. Most
of the rest of the consultations are two days; are they
not? They are two-day gigs. So we'll try to get this
i nformation out to all of you well in advance so that
you can prepare and nmake your plans, know when to show
up on the areas that you want to tal k about or at |east
sit and |isten.

And if you have any questions at all, please

contact us. W have all of this was information up on
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the website, all comments are being put on the website,
all transcribed notes -- I"'mgetting really tired --
transcriptions are going to be on the website.

So again, | appreciate everybody attending. |
know many of you cane a |long ways to attend. And | | ook
forward to seeing you at one, if not nore, of the
consultations in the future. |In the neantine, safe
travel hone and to be continued.

Thank you.

(The neeting concluded at 3:30 p.m)
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I, the undersigned, a Certified Shorthand
Reporter of the State of California, do hereby certify:

That the foregoing proceedi ngs were taken
before me at the tinme and place herein set forth; that a
record of the proceedi ngs was nmade by ne using machi ne
short hand which was thereafter transcri bed under ny
direction; that the foregoing is a reporter's transcri pt

of the proceedings.

IN WTNESS WHEREOF, | have this date subscri bed

my nane.

Dat ed:

JANE BRAMBLETT, RPR
CSR No. 7574
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