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THE NATI ONAL | NDI AN GAM NG COWM SSI ON,
REGULATORY REVI EW taken on June 27, 2012, commenci ng
at 8:55 a.m at the WLD HORSE PASS CASI NO HOTEL,

5040 Wl d Horse Pass Boul evard, Chandler, Arizona,
bef ore CI NDY BACHVAN, Arizona Certified Court Reporter,

in and for the State of Arizona.

COWM TTEE MEMBERS PRESENT

Traci e Stevens, Chai rwonman

Daniel Little, Associate Conm ssioner

Paxt on Myers, Chief of Staff

M chael Hoenig, Senior Staff Attorney

Jenni fer Ward, Staff Attorney

Ni m sh Purohit, Gam ng Technol ogy Li asion

R Rest West, Senior Auditor

Lance Vallo, Acting Regional Director

Emily Mlina, Admnistrative Assistant

Ti m Russ, Conpliance Oficer

Patricia Beckman, Conpliance Oficer
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(The nmeeting commenced at 8:55 a.m)
ok x * %

CHAl R\MOVAN STEVENS:  Good norni ng, everyone.
My nanme is Tracie Stevens, and |'mthe Chairperson at
NI GC.

|"d like to turn this over to have our host
here fromthe Gla River Indian Community,
Gover nor Mendoza, open up our consultation, and we'll
proceed fromthere.

Gover nor ?

GOVERNOR MENDQZA:  Good norni ng and wel cone.

| just returned fromNew York City, so if | ook
really tired, it's because |'ve been traveling a |ot.
But, again, with my position, it's been a whirlw nd
since ny oath of office on January 1st of this year.

So, again, on behalf of the Akinmel O Gdham and
t he Pee Posh people of the Gla R ver Conmunity,
wel cone.

| have anot her event just on the other side of
the wall here, so it is a good, busy norning for ne
al r eady.

But, again, | want to wel conme you to our
comunity. W are very delighted to wel cone the
Honor abl e Traci e Stevens, Chairperson for the National

| ndi an Gam ng Commi ssi on, and Comnm Ssi oner
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Daniel Little. WlIlcone. And | hope you have a very
productive neeting today. | believe we'll neet
tonorrow as wel | .

For those tribal |eaders that are here with us
this nmorning and have travel ed many mles, wel cone.

And we hope that your stay is good.

We know it's hot, but we like it here.

It's dry. W hope that this facility is able to
accommodat e you because there's a ot of activity in
this area.

If you'll notice, this whole area, which we
refer to as the northern corridor of our community,
which is the northern boundary of the Gla River Indian
Community, resides in ny hone district.

Gla River is conprised of seven districts, and
you're in District 4, where | conme from

And, again, a lot of the facilities you see
around here are for econom c devel opnent purposes.

On the other side of the freeway is industrial

devel opnent. So on the other side of the freeway, we
have over 40 businesses, corporations -- industrial
devel opnent, corporations, and businesses.

On this side of the freeway, we have a | ot of
the other ventures of the community, of course, our

casi no hotel, our Sheraton WI|d Horse Pass Resort.
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We have two golf courses on this side. W have
Rawhi de. And we even have a spa. | know the | adi es
| ove spas. W have a wonderful spa here, so please
t ake advant age.

Agai n, the ancestral nanes for our people are
the Akinel O Odham and the Pee Posh people. W're the
peopl e of the river, and we have resided al ong the
river banks of the comunity fromtine in nenorial.

The river has been the center of our social,
econom c, cultural, and spiritual existence of our
peopl e. And when the federal governnent dammed the
Gla River upstreamand the river stopped flow ng
across our |and, our people were deci nmated.

W have fought many years to reclai mour water
of our comunity. And in 2004, our comrunity was very
successful in getting the Congress to enact the Gla
Ri ver Indian Community Water Settlenment Act.

So when our community began to experience the
degree of prosperity with gamng, we re-created the
Gla River to denonstrate to our visitors, to our
community, the inportance of the river to our people
and to our young people.

Today with me is one of ny interns. And |I'm
goi ng to have her stand. Her nane is Lisa Hendri x.

She's one of our executive office interns. She's

Veritext/NJ Reporting Company
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actually the president of our Youth Council.

So she's going to be follow ng nme around, and
she's going to be |l earning as much as possi bl e about ny
job. She'll eventually take over ny job.

Thank you, Lisa.

But the restoration of the Gla River reflects
a new and growi ng prosperity for our people. W are
beginning to take, to restore, and to diversify our
econom ¢ econony to increase the educational and
prof essi onal opportunities for our people.

You know, we have wonderful prograns,
schol arshi p prograns, for our people, and Lisa is in
her second year in college. She'll be ready to
transfer to Arizona State University very soon

Lisa, is that right?

And | believe she may be considering political
science as a major. Again, providing those
opportunities for our young people is very inportant.

W have a long way to go to address the
generations of neglect and deprivation that resulted
fromthe | oss of our river.

You know, the river was everything to our
people. It was the bloodline to our culture. So when
t hat water was dammed by the federal governnent, we

believe a part of us went away.
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But |I'm pleased to say that this generation of
community nmenbers will have every opportunity to pursue
their educational and professional dreans, as we
provi de opportunities, not only for Lisa and our young
peopl e, but other nenbers of our community.

Wth regard to today's consultation, | would
| i ke to make sone comments regarding the consultation
today. As you can see, the community is actively
engaged in gam ng, under the authority of the Indian
Gam ng Requl atory Act.

The NIGC is here to receive conments and engage
I n consultation on the proposed Part 543 - M ni nrum
Internal Controls Standards for Class Il Gam ng and
proposed Part 547 - M ni mum Techni cal Standards for
Gam ng Equi pnment Used Wth the Play of Cass Il Ganes.

We know that tribal |eaders frominterested
gam ng tribes and the NI GC have struggled for a nunber
of years to adopt a fair set of Class Il technical
st andar ds.

To the NIGC s credit, they have given this
topic a great deal of attention, and we thank that,

Chai rwoman St evens.

In the end, we urge the NNGC to allow tribes to

operate commercially viable Cass Il gamng, as was the

clear intent of Congress when they adopted the
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| ndi an Regul atory Gam ng Act.

Class Il gaming is not a big part of the
communi ty's operation because our conpact counts
Class Il gam ng agai nst the machine caps for Cass Il
gam ng.

The big issue in Arizona for tribes is off
reservati on gam ng, which now threatens to under the
careful ly negoti ated bal ance reached, if the voters
adopt Proposition 202, anong Arizona tribes and the
State of Arizona.

We trust, however, that the tribes represented
today wll advise the NIGC of their interest and their
concerns with the proposed Part 543 and Part 547
regul ati ons.

The area in which | nmentioned is very inportant
to our conmunity, and that is the WIld Horse Pass.

You are in the area of our reservation, known as the
W1l d Horse Pass.

Throughout this area, wild horses have roaned,
following the water along the Gla floodway to the
river.

In fact, when our comunity first started
construction of the Sheraton Wl d Horse Pass and Resort
and Spa, our construction crews staked out construction

sites. Each norning our crews cane back, only to find
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all the staked pulled out.

Qur crews went through this exercise every day
for a week. W suspected that we were the victinms of
yout hful pranks and vandals. It wasn't until our
proj ect construction manager filmed the culprits, and
we learned the truth of this area.

It turns out that each night a local herd of
wi | d horses pulled out the stakes for the construction
site. In fact, we still use this footage as part of
our marketing materials for the Wld Horse Pass.

Depending on the tine of the year, you can see
the local wld horses roamng this area. They have
been known to frequent the 17th fairway of Wirlw nd
Golf Cub. So, again, this is a very inportant area to
us.

And, in closing, during your stay in our
community and after your neetings have concl uded,
| invite you, personally, to enjoy the Wl d Horse Pass,
our casino, our spa, our Rawhide, and other areas here,
our golf courses.

But, again, take advantage of the opportunity.
If you want to contri bute next door, that would be
hel pful as well.

So, again, welcone to our community. Wl cone

to the Gla River Indian Conmunity. And we hope today
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IS a very productive one. Thank you.

(Appl ause.)

CHAI R\MOVAN STEVENS:  Thank you, Governor.

| know he has a very busy schedule. And we
thank the Gla River Indian Community for opening their
territory to us and wel com ng us.

Before we proceed, | just want to give a few
m nutes for folks who may still be comng in. W
started a little earlier than usual, so we mght give
t hem about five mnutes, if everybody can hang with us.
And we'll resune again in about five m nutes.

We have people comng in that are stil
registered. So just five nore mnutes, and then we'l]l
continue with this norning's consultation neeting.

Thank you.

(A recess was taken from9:09 a.m to
9:19 a.m)

CHAIl RWOVAN STEVENS: Good norni ng again for
anyone who wasn't in the roomearlier today.

In front of you, you will have a couple of
itens. One is the agenda, a one-pager, and al so the
Power Poi nt so that you can follow along or if you need
to take any notes.

W' ve al ready had our introduction from

Governor Mendoza of the Gla River Indian Conmunity.
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What we'd like to do next is, if we could,
pl ease, do sone introductions of the attendees that are
her e.

Do we have any tribal |eaders here?

You're welcone to join us at the table, if you'd Ilike,
but we understand if you'd like to stay back there.

W do reserve the table for tribal |eaders or their
appoi nted desi gnees, as they see fit.

And with that, we'll start over here, and we'l|
go left toright. |If you could state your nane, your
title, and the tribe that you're wth.

MR, BONNAHA: Hell o, everybody. M nane is
Charles Bonnaha. |1'mwth the Yavapai - Apache Nati on,
and 1'ma comm ssi oner.

MR, NANTY: Welcone to Arizona. Hubert Nanty,
Tont o- Apache Tri be.

MR LESLIE: Good norning, everybody.

"' m Roger Leslie. |1'ma Wite Muntain Apache
Tribal nmenber. | work for San Felipe Pueblo in
New Mexico. | amthe executive director of their

Gam ng Commi ssion, as well as the chairperson of the

New Mexi co Associ ation of Indian Gam ng Comm ssioners.
M5. WELSH TAHBO. Good norning, everybody.
My nane is Valerie Wil sh-Tahbo. |'mfrom

Par ker, Arizona, about three hours west of here.
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The Col orado River Indian Tribes and a council| woman.

M5. CHING Good norning. Carleen Chino,
Navaj o Nation. |'mthe executive director for the
Navaj o Gam ng Regul atory O fi ce.

M5. BAKER: Hello. M nane is Linda Baker.
I"'mfromthe Southern Ue Indian Tribe in
| gnaci o, Col orado, and |I'm a gam ng conm ssi oner.

M5. TAYLOR: Good norning. M nane is
Andrea Taylor. |I'malso fromthe Southern U e |Indian
Tribe. |'myvice-chair gam ng conm ssioner.

M5. JONES: Good norning. My nane is
Julia Jones. I'mfromthe Gla River Indian Community.
| amthe assistant regulatory conpliance officer for
Gla River.

MR STONE: Good norning. M nane is
Art Stone. |'mchairman of the gam ng conm ssion,
Tont o- Apache.

MR WLK: Good norning. |'mDon WIk, and
' m Tont o- Apache, too.

M5. WLLIAVMS: Good norning.

|'"'mCarol WIllianms, and |I'mthe chairperson for

t he Yavapai - Apache Gam ng Conm ssi on.
M5. HUGES: M nane is Jennifer Huges.
['"'mw th Hobbs Straus Dean & Wal ker. And | was

actually asked to conme for the Sem nole Tribe of

Veritext/NJ Reporting Company
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Fl ori da.

MR N CHOLS: Good norning. M nane is
Jason Nichols. I'mthe deputy director for Arizona
I ndi an Gam ng Associ ati on.

M5. CARRILLO  Good norning. My nane is
Carol Carrillo. [|'mthe executive director for
Yavapai - Apache.

MR. ANZALONE: Good norni ng.

"' m Don Anzalone. |'mthe conpliance nanager
for the Yavapai - Apache Gam ng.

M5. GONZALEZ: Good norning. My nane is
Mel i ssa Gonzal ez, and |I' m machi ne conpli ance,
Yavapai - Apache Nati on.

M5. WLSON:. Good norning. Sylvia Wlson with
t he Yavapai - Apache Gam ng Comm ssi on.

M5. HOVER:  Good norni ng.

El i zabeth Lohah-Honer. [|I'mwth Honmer Law in
Washi ngton, DC. |'m here today on behal f of a nunber
of ny tribal clients, as well as the National [ndian
Gam ng Associ ati on.

M5. POQUST: Good norning. Teri Poubst.
And I'malso an attorney in private practice, here
today on behalf of the Pechanga Band, as well as ny
tribe, Poarch Creek.

MR. MAGEE: Good norning. John Magee. [|I'ma

Veritext/NJ Reporting Company
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gam ng conm ssioner for the Pechanga Band of Luiseno
| ndi ans.

M5. CORNEJO Good norning. Ursula Cornejo,
a Pechanga gam ng comm ssi oner.

M5. OGAS: Good norning. Kathryn Ogas on
behal f of the Grand Jury of California.

MR. BERGER: Good norning. |'mCharlie Berger
with the Gsage Nation in Olahoma, director of
Regul atory Conpliance and Audit.

M5. BANALY: Good norning. |'m Deandra Banaly,
an assi stant general counsel on behalf of the
Ft. MDowel | Yavapai Nati on.

M5. ROLAND: Good norning. M nane is
Melinda Roland, and |I'm an investigator for
Tont o- Apache.

M5. YAO Good norning. Fei Yao, Tonto-Apache.

M5. SMTH: Good norning. |'m Tashina Smth
wi th Tonto- Apache, internal auditor.

CHAl RAMOMAN STEVENS: Okay. Thank you everyone
for introducing yourself.

And what 1'd like to do nowis if we can have
the staff, starting -- oh, I'msorry. There's one
nore. We're going to have you introduce yourself and
put you on the spot.

MR, SANDERSON:. Good norning. M nane is

800-227-8440
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Scott Sanderson. |'mthe deputy director for the
Gam ng Comm ssion here at Gla River

I'"d like to wel cone you all here today, and
it's a pleasure to have you.

CHAl RMOVAN STEVENS: Thank you.

So we'll start over here with Rest, if you can
i ntroduce yoursel f.

MR, WEST: Rest West, senior auditor with N GC

CHAI RMOVAN STEVENS:  And 1'mgoing to apply the
m crophone rules to you as well.

MR, WEST: Okay. Rest West. |[|'ma senior
auditor wiwth the National I|Indian Gam ng Conm ssi on.

MR. PURCHIT: Hello, everyone. N msh Purohit.
I"'mthe acting director of training and techni cal
assi stance, as well as the gam ng technol ogy |iaison
for the Conmm ssion.

MR, HOENIG Good norning. |'m M chael Hoenig.
I"ma senior attorney with the O fice of General
Counsel .

M5. WARD: And |I'mJennifer Ward. |'m an
attorney with the Ofice of General Counsel as well.

MR, VALLO Good norning, everybody.

"' m Lance Vallo, the acting region director
here in the Phoeni x region. Good norning.

MR, RUSS: Good norning. TimRuss. |'mone of

Veritext/NJ Reporting Company
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the new conpliance officers based here in the Phoenix
region. |It's great to be here today.

CHAl R\MOVAN STEVENS: We al so have Patricia in
the back. She's also a new conpliance officer that has
recently joined us.

| think you recently went on a tour to
i ntroduce our two new staff to the region.

And | also want to note that we have
Emly Mlina, who is outside -- we don't need to bring
themin. You all may know themif you have interaction
wi th the region.

And is Sally here?

MR. VALLO No, she's on vacation.

CHAl RAOVAN STEVENS: No, | didn't see Sally

her e.

So that's our staff. | just want to say thanks

to our regional staff and all the staff that support
the NI GC endeavors, in working with the tribes directly
and hel ping us wth our objectives here.

We certainly couldn't do it without the hard
wor k of our staff that we have here, that have
I ntroduced thensel ves, and many nore that we don't see

here who are behi nd the scenes.

Next, | want to start down on the end here wth

our chief of staff.
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MR. MYERS: Good norning. My
Paxton Myers, Chief of Staff, National I
Comm ssioner. |'malso a nmenber of the

Cher okee I ndians from North Carolina.

CHAl RMOVAN STEVENS: (GOkay. And go ahead, Dan.

COW SSI ONER LI TTLE:  Hel | o.

everyone. M/ nane is Dan Little. [|'mthe Associate

Comm ssioner with the N GC

| want to wel cone you all today, and thank you

all for attending. |In going around the

to all the tribes represented, many of you have
travel ed great distances, and |I'mvery honored to have
you in our presence today. So thank you very nuch.
CHAIl RWOVAN STEVENS: Also | want to note that
Vice Chairwoman Steffani Cochran is not with us today.

She's back in the DC office. She's also a nenber of

t he Chi ckasaw Nati on, out of Gkl ahoma.

We, as three Conmi ssioners, do a little tag
team So sonetines you'll see all three of us, and

sonetinmes you'll only see one of us or a conbination of

the three of us.

So she's off this week. She'l

next one. And |I'm sure she sends her well w shes.

My nane is Tracie Stevens. |

Tulalip Tribes, out of Washington State,

Page 17

name is
ndi an Gam ng

East ern Band of

Good nor ni ng,

room |istening

| be back at the

m a menber of the

and |''mthe
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Chai rworman of the National |ndian Gam ng Conm ssion.

W'l | go ahead and get started. Again, if you
| ook at your agenda, it wll follow along. As noted at
the bottom we may have to take things out of order or
t hi ngs may go qui cker or slower, depending on the
I nteractions and conmments that may occur here today.

So this norning, as noted here, we're doing
sonme of the introductions. W'Il nove on to Part 547
in the norning. W' Il continue that in the afternoon,
If we need to, followed by Part 543.

One thing to note that we do in these neetings.
We do have a schedul e here, just so everyone knows
bef orehand what the plan is, should anyone need to tine
t heir attendance here.

But we al ways wel cone, and are open to, tribal
statenents or statenents fromtribes read to the record
or commented during this process.

We understand that many of you have a | ot of
ot her things, including your normal job, or counci
menbers who have many ot her issues that they have to
deal with. And so your time nay be |imted.

So, periodically, we will open the floor to
anyone who wants to make conments, whether it's for
that particular topic we're on or for the whol e day,

shoul d your schedule require that you be sonewhere

800-227-8440
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el se.

So at this tinme, we'd like to open it up to
anyone who needs to nake comments to the record.

(No response.)

CHAl RMOVAN STEVENS: GOkay. Then we'll go ahead
and get started on the 9:15 section, which is Goup 3,
Part 547. You can follow al ong on your Power Point.

You'll| see various people taking different
parts of the PowerPoint, between the Conm ssioners and
our staff. And when we get to a certain section, we'l]l
open it up for coments, questions, and we'll note that
as we go al ong.

So tribal consultation -- we put this out
front, and we like to rem nd everybody that tri bal
consultations are between tribal governnments and the
federal governnent. Only tribes and their designees
may attend and participate in these neetings. These
nmeetings are not open to the public, and certainly not
to the press.

In regard to "Executive Order 13175,

Consul tation and Coordination with Indian Tribal
Governnments,” in Section 3, Policynmaking Criteria (c),
what we like to do, and in following along with the
Executive Order, is talking to tribes and di scussing

wth tribes our intent wwth federal standards.
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O if we need to make any changes, that we need
to do that beforehand and before we start a official
rul emaki ng process.

We've done that -- it's been two years -- since
we started down this road, and we appreciate everybody
coming along with us on this journey of talking about
what regulations were a priority or are priorities for
tribes, to address and update.

W were able to put a list together. Everyone
participated in that, and we appreciate that.

And for today's discussion, and has been the
practice of the Commission with all the other
regul ati ons that we've gone through, based on input
that we receive fromtribes, we devel oped di scussi on
drafts.

And this is all prior to the official
rul emaki ng process, part of this section here, of the
Executive Order. Prior to maki ng changes, we discuss
themw th tribes first.

So we' ve done the discussion draft. The recent
proposal rules are based largely on that draft, but
al so we incorporated changes and conments that were
suggested to us by tribes during that infornal
di scussion draft phase.

So this is all neeting that part of the

Veritext/NJ Reporting Company
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Executive Order, and what we think is the best way to
go about it.

So our commitnent is that we have a clear and
transparent process -- again, that process that | just
described -- so that there are no surprises, that we're
aware of what we're doing. And then tribes have an
opportunity to weigh in and provide input, which in
much of this process, we have found to be very hel pful
I n prorogating regul ations.

Al'l of our consultations are transcri bed.
This lovely |lady over here is transcribing these as we
go. These are posted. These transcripts, and al so any
witten comments that we receive, are posted on our
website.

Every comment that we receive is reviewed and
consi dered. And any proposed or final rule wll
I ncl ude a summary of these comments. And you'll see
that in the rules that we'll be discussing today.

We received a nunber of coments fromthe
di scussion draft, and those were sunmarized in the
proposed rul e.

So with that, I'll turn it over to Dan, and
we'll continue on with the technical parts of the
proposed rul es.

COWM SSI ONER LI TTLE: Okay. Thank you,
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Chail r worman.

Li ke she had just nentioned, we're very, very
commtted to a very open discussion and transparent
process. W've been working on this for, |ike she
said, a couple years now. And we feel we've cone a
| ong way, and the Comm ssion has |earned a | ot.

| do want to point out that how we got to where
we are within those proposed rul emaki ng was through
tribal comments, but we also utilized the Tri bal
Advi sory Commi tt ee.

And there's two nenbers of the Tribal Advisory
Commttee that are in attendance today. John Mgee
from Paganda, which he introduced earlier, and then
Tom Wl son from Pascua Yaqui. He actually had to step
out for a few m nutes.

But | want to recognize these two individuals,
along with the entire TAC because it was a | ong,

I nteresting process and a |lot of tinme and dedi cated
energy and commtnent fromtheir tribes to help us get
to where we are with the Notice of Proposed Rules.

So | want to thank them and the entire Travel
Advi sory Conm ttee through the process.

Were there any other nenbers of the Tri bal
Advi sory Commttee here?

MALE SPEAKER  Tri bal Chief.
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COMM SSI ONER LI TTLE: OCh, I'msorry. | didn't
see you there. Hello. M apol ogizes.

From Navaj o, correct?

MALE SPEAKER  Yes.

COMWM SSI ONER LI TTLE: Ckay. |I'msorry. |
didn't see you sitting there. Paxton was in ny way.
l"mgoing to blanme it on the staff.

In any event, we've cone a |long way. And
during the Tribal Advisory Commttee, we discussed
Part 547-the M nimum Techni cal Standards for Gam ng
Equi prent Used Wth the Play of Cass Il Ganes, and
then Part 543-M nimum I nternal Control Standards for
Class Il Gam ng.

The Tribal Advisory Conmttee provided us with
sone recomendations, which we took into account when
we fornul ated the discussion draft, which then turned
into the Notice of Proposed Rul es.

So the proposed rule was, like | had said
earlier, through consultations, neeting with tri bes,
utilizing the Executive Order 131751.

And what this Conm ssion had heard from
tribes -- and we all, in prior lives, worked for
tribes, and we understand the chall enges.

And the challenge that | always canme up agai nst

wi th the National Gam ng Commi ssion, when | worked for

Veritext/NJ Reporting Company

800-227-8440 973-410-4040




© 00 N oo o0 b~ wWw N P

N N N N NN P P P P P P P P PP
aa A~ W N B O © 00 N O U b~ wWw N +—» O

Page 24

atribe, was that the Comm ssion often tines would act
W t hout consulting the tribes.

And we commtted early on that we were going to
talk to the tribes prior to making any deci sions.

There woul d be no Notice of Proposed Rules that cane
out of the blue, that tribes did not hear about.

In our regulatory review process, if you | ook
back, we actually put out a website discussion drafts
prior to going to a Notice of Proposed Rul emaking. And
that's been very, very hel pful.

So with Part 543 and Part 547, we did put
di scussion drafts up on the website, back on
March 16th. And we opened up a 30-day conment peri od.
And the Notice of Proposed Rules that are out right now
are basically based upon those discussion drafts.

Many and nost of the changes that were made
fromthe discussion draft were from public comments
that we did get fromthe tri bes.

| do want to thank all the very thoughtful
comments that we did receive fromall the tribes that
did send themin. There were many -- | think there
were over 100 that were submtted. And they were very,
very hel pful. W learned a lot, and it gave us sone
direction in how we shoul d nove forward.

Once again, staying comritted to Executive
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Order 13175 and that listening to tribes, listening to
concerns before noving forward with the rul emaki ng
process.

So the discussion draft nonent period ended on
May 27th. W took those comments, and on June 1st, we
publ i shed the Notice of Proposed Rul emaking for
Part 543 and Part 547.

That coment period runs until July 31st, and |
strongly urge everyone to submt comrents, if you
haven't already. They are all reviewed. They are al
t horoughly reviewed by the Commi ssion and read by the
Comm ssion and all of the staff. They're very, very
hel pful .

And | do want to -- and, once again, taking up
nmy past working for a tribe, | renenber the days when
we would get formletters fromN DA and the different
associ ates, and we'd kind of change our nane and send
themin.

And | was very, very pleased that we didn't see
a lot of that during the discussion draft. The tribes
spent a lot of tine and a | ot of energy to put in very
t houghtful comments. And | do appreciate that because
it was very hel pful when we sat down with the staff and
put together this proposed rule.

So, like | said, the comment period ends on the
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31st.

We'I | be doing additional consultations after
the 4th of July in Sacranento and in the Seattle area.
So if you want to attend additional consultations, that
woul d be the tine you could do so al so.

And then one last thing. GCbviously, | need to
put sone formal conm ssioners on the hot seat. W' ve
got two formal NI GC comm ssioners in the audience
today: fornmer Vice-Chair Liz Honmer and Associ ate
Comm ssi oner Teri Poust. So thanks for comng. |It's
al ways good to see you guys.

QO her than that, I"mgoing to turn it over to
M chael Hoening, who's going to start going through
Part 547. |If during this discussion, you have a
comment, you don't have to wait until the end. You can
rai se your hand, a mc will be brought to you, and you
can state your conment or ask your question.

So thank you.

MR HOENIG Ckay. Thanks.

So |li ke Conm ssioner Little just said, |'m
going to go through 547. This is going to be a very
general overview, just hitting the high points of sone
of the changes that were made fromthe di scussion
draft.

| encourage everybody to read the preanbl e that
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was published with the Notice of Proposed Rul emaking.
It gives a very thorough expl anation of the reasons for
sone of the changes and a review of nost of the
comments we received. | think it's very hel pful

It al so asks for sone additional information,
which we'll talk about a little bit in the PowerPoint.
Sonme questions out there for the Conmm ssion to consider
as they start working on a final rule after the comrent

period cl oses.

So we'll just go ahead and get started wth the

proposed rule. GCenerally, the first big change is
that, like with the discussion draft, the proposed rule
reorgani zes the first five sections.

547.1. Very brief, stays the sane, sets out
t he purpose of the part.

547.2. W took the definitions section and
noved it right up to the front. That seened to nake
sense to us.

547.3 is now the inplenentation section

547.4 is the rules of the general application.

And then 547.5 kind of gets into the neat of
the part with the general conpliance section. And then
within that, we reorgani zed sone of the information,
just for clarity and flow.

As we go through this, too, I'mgoing to have
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Ni msh here junp in, where appropriate, on sone on the
nore technical things that he does a nmuch better job
than | do of expl aining.

Sol will ask himto take the first definition
there, which is the definition of EPROM W added the
definition there based on the some of the comments we
recei ved.

MR, PURCHI T: The EPROM everyone's probably
famliar with it fromtheir conpacted ganm ng state,
where it's the primary nedia. |t stands for Erasable
Programmabl e Read-Only Menory.

And the reason it was put in there is just so
it gives flexibility to the Tribal Regulatory
Aut horities on what they can | ook out for when they're
reviewi ng the actual equipnent that comes in, on the
Class Il side.

COMM SSI ONER LI TTLE:  Thanks, N m sh.

There is also a definition added for "Patron,"
whi ch was based on sone comments we received.

Al so based on coments to the discussion draft,
we put in a definition for "Advertised top prize," a
definition for "Audit node" and "Enroll" and
“Unenrol | ."

There was a definition for "Electrostatic

di scharge, " which was dropped fromthe di scussion
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draft, | think, unintentionally. So that's been put
back in, based on public comment.

The definition of "El ectromagnetic
I nterference” was al so anended, not taken out or put

in, but just changed, based on public coment.

The definition of "Proprietary Class Il System
Conmponent . ™ This was sonet hing that was added into the
di scussion draft. It was put in there to clarify sone

points, but | think it ended up creating sone
conf usi on.

So I'"'mgoing to et Nim sh take this one as
wel |, and kind of explain what the purpose was, and why
we ended up just taking it out of the proposed rule.

MR, PUROHI T: Thanks, M ke.

The mai n purpose of inserting the "proprietary"
word into the actual technical standard discussion
draft was because, up from when the actual technical
standards were passed and adopted in 2008, up until
now, there have been several uncertainties about
whet her or not these technical standards al so extended
to the common back- of -t he- house systens that you have,
that are communicating with several Cass Il Systens.

And that is not the case. And that's the
reason why this was added in, to nmake sure that if a

Class Il Systemoffers its own player tracking and its
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own ticketing systemand all that, that's the only
thing that's supposed to be tested through these
techni cal standards, not the conmpbn back- of -t he- house.

But because it created several pieces of
confusion fromit using the word "proprietary” and how
It can be m sconstrued as requiring sonmeone to invest
in Proprietary technology, it was renoved fromthere.

And | think we're just going to end up
strengt heni ng the preanbl e goi ng forward.

COMM SSI ONER LI TTLE:  Thank you.

So to go along with that, the term
"proprietary" was al so taken out of the definitions of
Cashl ess system and Voucher system

And last for the definitions, carried over from
the discussion draft, the definition of "agent" does
not include conputer systens.

So next is 547.3, which is, Wio is responsible
for inplenenting these standards?

This was noved up from547.5 in the current
publ i shed regulation -- the current regulation in
effect. It still has |anguage indicating that these
are m ni mum standards, that Tribal Gam ng Regul at ory
Aut horities can inplenment stricter standards, if they
W sh.

There is no limtation on technol ogy, and this
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is not intended to limt technology within the O ass |
Gam ng worl d.

Only applicable standards apply. That's still
in there. And nothing here is intended to grant or
change state's jurisdiction whatsoever.

Section 547.4. \Wat are the rules of genera
application for this part?

This was noved from 547. 5.

Fai rness Standards are still there.
The first big change is -- this was in the
di scussion draft as well, and the comments were

overwhel m ngly supportive of the change, so we kept
themin here, and that is to renove the m ni nrum odds
requirenent.

So it used to be that m ni num odds had to be

1in 100 mllion for a top prize. That's gone.

As we'll see later in the PowerPoint presentation,
there will be a new notification requirenent to repl ace
this. W'Il get to that in just a few m nutes.

The test |abs have to calculate and/or verify
t he mat henmati cal expectations, and those are reported
to the TGRA, the results of that test. |If the TGRA
requests that, it can also get the mathenmati cal
expectations fromthe manufacturer so it can test it

itsel f.
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Just like before, all the gam ng equi pnent and
software has to be approved by the TGRA before it can
be put on the gamng floor. And the equi pnent nust
perform according to the design and operating
speci ficati ons.

So 547.5, How does a Tribal Governnment or TGRA
conply with this part?

This is the section we definitely got the nost
comrents about. This includes the grandfathering
provisions. And that is Cass Il Ganes that did not
nmeet the conpliance standards of 547.5 at the tine it
was originally published in 2008 can be grandfat hered
i n.

There is a set period of tine that they had to
be submtted for testing, and then there is a tine by
whi ch all the ganes either have to be brought into
conpliance or renoved fromthe floor.

So we nmade sone changes to this in the
di scussion draft. The Comm ssion had changed it to
make it current with some ot her changes.

Based on all the comments that were received,

t he Conm ssion has kind of reset it back to the way it
was. So nothing has changed fromthe current published
regul ati on.

There are sone very small changes, just to nake
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sure that it doesn't actually conflict with any of the
ot her changes throughout the regulation. But for the
nost part, it's back to exactly the way it was. And
this was done so that the Comm ssion could get sone
nmore i nformation.

So just going through it, the Comm ssion
requests nore information to make an i nfornmed deci sion
on, how many Class Il gamng systens will be affected
I f the current date of Novenber 10, 2013 -- and that's
the date by which all grandfathered machi nes woul d
ei ther have to be brought into conpliance or renoved
fromthe floor -- if that is extended or elim nated?

What woul d be the regulatory and other inpacts
of extending the period by three to five years past
this Novenber 10, 2013 deadline, or just renoving the
tinme period so that a grandfathered system can just
stay grandfathered until it broke down and needed to be
t aken off the floor?

Next, one of the other things that's being
considered -- and this is in the preanble -- is setting
a new tinme period for subm ssion of machines to be
gr andf at her ed.

So if there's anything out there that didn't
get submtted in that first 120-day period, it could be

subm tted now for grandfathering certification.
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So one of the questions is, How many C ass |
gam ng systens could be potentially submtted to | abs
I f that 120-day period is nodified? So have many are
out there that were never certified the first tine
ar ound.

And what woul d be the regul atory and ot her
i npacts of allowing a limted subm ssion period for
t hese systens that did not neet the original deadline?

In the preanble, the Conmm ssion says it is also
considering anmending it so that any nodifications would
have to be brought into conpliance.

So if it's a grandfathered system there may
not be a deadline that it has to be renoved fromthe
floor. But if it was going to be nodified, that
nodi ficati on woul d have to be conpletely conpliant with
Part 547.

So if this were done, what specific inpacts
woul d the amendnment have on tribal gam ng operations?

And then simlarly, but alittle bit different
Is, if it was not just nodifications, but any tine
anything broke -- so if it was a repair, anything that
was repaired al so had to be brought into conpliance --
what woul d the effect of that anendnment have on tri bal
gam ng operations?

So the proposed rule also anends the test |ab
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certification requirenents fromthe discussion draft,
based on public comment. So now test |abs have to note

conpliance with standards set forth by the TGRA

It used to say -- the discussion draft said
"any applicable federal |aws and regulations.” And a
| ot of the comments were, that's too nuch. It's too

broad. The test |lab may not be able to test for all
t hose t hi ngs.

So we've changed it. The TGRA can deci de what
the test |lab needs to test for, as far as other | aws
go. And that's what the test labs will test to. So we
took out the "applicable federal |aws."

We're not going to talk about 547.6 because
there's no substantive changes.

So we can go on to 547.7, which is, What are
the mnimal technical hardware standards applicable to
Class Il gam ng systens?

It now reads that the player interface nust be
| abel ed with the serial nunber and date of manufacture.
This is based on comrents we got saying that the
| anguage in the discussion draft, which was that the
pl ayer interface nmust display the serial nunber and
date of manufacture, was confusing.

Because when we hear "display," we typically

think of the display screen. And this can be anywhere
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on the box. So it just now says "be | abel ed.”

It al so renoved the reference to Underwriter's
Laboratory, which is carried over fromthe di scussion
draft. And we also got several very supportive
comrents on that change.

The proposed rule, 547.8, What are the m ni mum
techni cal software standards applicable to O ass |
gam ng systens?

So anot her change that was made in the

di scussion draft and was carried over to the proposed

rule -- and al so very supportive comments, for the nost
part -- was renoving any references to entertaining
di spl ays.

So now | ast gane reading call doesn't have to
show entertaining displays. And this was done, as
expl ained in the preanble, because the gane of Bingo is
in the Bingo card, not the entertaining display.

It also still allows for changes in the rules,
but those changes cannot be automatic, and they can't
be undi scl osed to the player.

So we'll skip 547.9 and 10 and 11 because we
didn't make any substantive changes there.

And we'll go to 547.12, which is the m ni num
standards for downl oading on a Cass Il gam ng systens.

I n response to sone comments, we renmoved t he
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requi renent that the TGRA aut horize downl oads. And
it's not gone conpletely; it's just that that is a

m nimal internal control standard. So that's been

noved over to 543.

W also require the Class Il gam ng systemto
be capabl e of providing downl oad i nformation, and the
downl oaded software has to be capable of being verified
by the Class Il gam ng system

547.14 is the m ni mum standards for the RNG
t he random nunber generator. This requires the use of
an unbi ased al gorithm

In the current regulation in effect, the
al gorithmwas set at a specific nunber. And that's
been changed. W took out the nunber and now any bi as
must be reported to the TGRA

I"mgoing to let Nmsh talk about this one a
little bit too. It's technical.

MR. PURCHIT: So we received sonme comments,
actually, and I'Il just give you a real quick history.

If you | ook at the bulletins that were issued
when the first round of technical standards were
passed, the specific nunber of the bias, of 1 in
100 mlIlion, was deened to be non-related to Bingo bal
dr aws.

So because of that, the abuse of the -- the
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bulletin itself addressed that another nunber m ght be
specific enough for actually having the bias be
al | owabl e under these circunstances.

And under the advisenent fromthe Tri bal
Advi sory Committee during the discussions of the draft,
there was actually a standard that was put out there
that the Tribal Advisory Comm ttee recomended.

And that is instead of renoving the bias
requi renments altogether, how about putting in sone
| anguage that says, if there is any kind of bias, then
that shoul d be recorded by the i ndependent test | ab,
who is then going to let the TGRA, Tribal Gam ng
Regul atory Authority, know about that.

And then TGRA can make the decision on whether
or not that bias is significant or insignificant to
their requirenents.

Furthernore, we al so received sone comments on
the authenticity of the bias and saying that this is
not a testable standard. And we're just asking in any
future comments, please et us know as to how and why
this is not specific a nunber or it's not a testable
st andar d.

One thing I'll just rem nd everyone, that if
you | ook at the context in which this bias section is

in, it's to the scaling algorithm It's not just to
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the overall algorithmof the random nunber generator.
It's just a very specific part of it.

So please take a |l ook at that and | et us know
how it can be specified even further.

MR. HOENI G  Thank you, N m sh.

The other thing with the random nunber
generator is that there are now -- and this was in the
di scussion draft as well -- certain mandatory testing.
That is the Chi-square test, the Runs test, the Serial
correlation test. Those are all now nandatory. This
was put in there at the recommendation of the Tri bal
Advi sory Comm tt ee.

And then there are sonme other tests that were
specified and are still in there, but they can be
performed at the discretion of the TGRA

So there are no substantive changes to 547. 15.

So we can go 547.16. \What are the m ni num
standards for gane artwork, glass, and rul es?

And | had alluded to this earlier, where we
wer e tal ki ng about renoving the m ni num odds
requi rements. And instead, there's now this additiona
di scl ai mer requirenent.

And that is that if the odds of hitting any
advertised top prize exceeds nore than 1 mllion to 1,

the player interface nust display notification of such.
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One of the changes that has been nmade since we
I ntroduced this in the discussion draft is to renove
the word "continually." That created sone confusion,
and | think the ideais that it has to be -- the patron
has to be notified sonepl ace.

It can be on the rules screen. It can be
anywhere really, but it just has to be there. There
has to be notification at sone point. So we renoved
the word "continually."

And finally we'll talk about 547.17. This is,
How does a TGRA apply to inplenent an alternate
standard to those required by this part?

This section used to be called "variances."
And we have changed the term "variance" to "alternate
standard, " because, as Jennifer wll talk about when we
get to Part 543, variance was used a couple different
ways in that section, and it was creating sone
conf usi on.

So instead of trying to figure out what
vari ance neant here, as opposed to there, we just
changed this use of it to be "alternate standard.™

So now the TGRA nust submt any alternate
standard within 30 days of its approval. The Chair
then has 60 days to approve the alternate standard, or

object to it.
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In talking to sonme of the field staff here that
actually go out and check out these alternate
standards, they said sonetines 60 days is nore than
enough to make a recommendation, and sonetines it's
not. That it can be very conplex, and they may need
addi tional tine.

So the Chair has the ability to extend the
revi ew period another 60 days, if it's necessary.

No alternate standard may be inpl enented unl ess
approved by the TGRA or the NNGC Chair. So if the TGRA
approves it can inplenented, then it goes to the 60-day
approval or review period.

The appeal of Chair objection to alternate
standards. This section used to have its own appeal
section; its own appeals process. And we've changed
that to just include it with Subpart H which is
anot her part of the regulatory review process that the
Commi ssi on has been working on. And that is to
consol i date our appeal s process and update it.

So nowthis will be part of the overall appeals
process. So there's no nore appeals process for the
al ternate standard vari ance section any | onger.

And that is it for Part 547.

COMM SSI ONER LI TTLE:  Thank you, M ke.

Now woul d be the tinme, like the Chair had said
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earlier, if there's any tribal |eaders that have any
statenents that they need to put into the record, that
they'd like to read or just submt to the Comm ssion,
we can take those now or anyti ne.

W know many of you have schedul es that you
have to keep, so we don't want to force you to stay
until maybe this afternoon or later this norning when
we tal k about Part 543. So you can discuss any of the
two parts, if you'd like.

Does anyone have any conments they want to

subm t ?

(No response.)

COW SSI ONER LI TTLE:  Okay. |If there's not,
then 1'I1 open the floor up to any general conments.

["I'l just rem nd everybody to please speak into
the m crophone. W have one that we'll bring to you.

And, secondly, please state your nane and your
organi zation prior to speaking.

So I'll open the floor to any coments.

Ton? Sure. Go right ahead.

MR WLSON. Tom W Ison with the Pascua Yaqu
Tri be.

| apol ogize for being late. But | would like
to say that, as you know, our tribe participated in the

TAC. And we've had a significant anount of tinme now to
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review Part 543 and | ook at what has been put out by
the NI GC

Wiile it doesn't go as far as we woul d have
liked it to have gone, we do feel that the NI GC was
open to the concepts that we di scussed and brought
forward. And to the extent of practical, we believe
that you have included in key significant things that
we were |ooking for, at least in the proposed
rul emaking as it exists now.

So, for exanple, this last piece we just
di scussed. W feel that that's a significant win for
tribes, to be able to propose alternate procedures that
can be put in place without having to junp through a
nyriad of hoops or rewite regulations in order to get
that done. So we thought that was a very inportant
part of the aspect.

| know that there's been di scussi on about the
grandf at hering cl ause, which does not particularly
pertain to us. As you know, we're not a nmajor Cass |
facility. But we do think that the agency took that
i nto due consideration as to what the inpact of
grandf at heri ng or not grandfathering would be.

So in discussions wth our Tribal Council,
we just want to go on record that we are supportive of

t he changes that are being proposed. W feel that it's
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wor kabl e and sonething that we can nove forward with as
an organi zation. But nore inportantly, the know ng
that we're going to have sonething in place is critica
to us.

And as you all know fromwhen we originally
started the TAC, we view that whatever happens with
Class Il as a significant platformfor changes that
could occur in Cass Ill, which, of course, has a broad
| npact for our organization and probably nost tri bes.

So we believe that the Cass Il regul ations,
I f they get taken up, whether it's this termor next
term in ternms of looking at it and revising, that the
steps that we nade in Cass Il could help to set the
foundati on and framework for making simlar types of
changes and conceptual phil osophical changes to how
Class |1l regul ations, perhaps, can be changed or
modi fi ed.

COMWM SSI ONER LI TTLE:  Wwell, thank you, Tom

And once again, you were out of the room thank you for

your help on the Tribal Advisory Commttee. It was
very hel pful
You know, you raise a very good point. | can

assure you the Commssion is fully conmtted to the
Class Il issues, and we know the great benefits that it

provides to many tribal communities, and that it's
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| nport ant.

Thr oughout this process, we listened to the
tribes, and it hel ped us fully understand what the
I mpl i cations of any changes can have on this industry
when we make these decisions. So | appreciate your
comrents, and thank you again for your participation in
t he TAC

CHAl RAMOMAN STEVENS: | al so want to say
thank you to Tom and al so to the Pascua Yaqui Tri be.

It does nean a |lot, especially since you were sitting
on the TAC as a nenber.

And in echoing Conmi ssioner Little's statenent,
we -- you know, it's been two years. | just sat here
thinking, it has actually been two years. It seens to
have gone by fairly quickly, but at the sane tine,
we've gotten a | ot acconplished. And we did not do
t hat al one.

We understand that there are three regul ators
at the table, and that we can't operate in a vacuum
and that our relationship with the tribes and their
regul atory bodies are especially inportant, especially
on the Cass Il front.

We strive, as a Commi ssion, to nake
del i berative, considerate, and fully-infornmed decisions

bef ore we woul d make maj or changes.
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And, again, | want to thank everybody and all
the tribes for comng along with us on our
consultations, on all the discussion drafts.

Because as you' ve seen, we've received a nunber
of comments that were hel pful and informative, and that
changed the proposed rule fromthe draft rule.

And that, to nme, shows that the process that
we' re undertaking does work. It's doing what's
I nt ended, which is to have regul ations in place that
work for all of us. And we've cone quite a ways.

| think this has been a good process, and |I'm
appreciative to Pascua Yaqui for recognizing that.

So thank you for your conment.

COMWM SSI ONER LI TTLE: Do we have any ot her
comrents on Part 5477

Yes, sir.

MR, LESLIE: Roger Leslie with the Sante Fe
Puebl o Gam ng Regul at ory Conm ssi on.

Just for clarification -- | guess that's the
third bullet point down. The chairman has 60 days to
approve or object on the alternate standard that's
proposed by the Tri be.

If there is no response or a decision nade by
the end of that tinme, is that construed as an automatic

approval of that amended proposal ?
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COMM SSI ONER LI TTLE: M ke, do you want to
address that?

MR HOENIG | hadn't considered that. But
guess the way that it's set up as the alternate
standard can be inplenented, once it's approved by the
TGRA, if there's no objection. Presumably under this,
it would be able to be used until there was an
obj ection; although, the extent is to get an actual
deci sion, | believe.

So that's an excellent comment that | think
we'll all take into consideration. Thank you.

CHAl RAMOMAN STEVENS: Do you have any preference
or a suggestion with regard to that section, sir, or
did you just want to clarify?

MR, LESLIE: Well, the reason | ask is because
t he ordi nances are submtted the sane, as if there's no
objection, that it's automatically approved, and the
tribe will go forward, accordingly. And | believe that
this standard should be reflective of such.

COW SSI ONER LI TTLE: Great comment.

Thank you.

O her comment s?

M5. HOVER: Good norning, Conm ssioners.

And t hank you, Dan, for the acknow edgnent.

That' s al ways appreci at ed.
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And t hank you, Tracie, for being here. And for

t he enornmous anount of work that you all have done over
the last couple of years to try to shape up these
regul ati ons.

| have just a couple of -- | have one questi on.
One of the things that the preanble of your regul ation
does is ask for quite a lot of data. And I know that
many of us are kind of scranbling around to try to put
together all of that data and to get sonething back to
t he Comm ssi on.

| guess sone of us are concerned that we may
not be able to do it in the time frame that we have.
just because it's such a big effort. There's no
centralized source for all of this kind of data.

So I think that sonme of us are advocating for
some extension of the conment period of -- you know,
sonme nodest extension. W're not tal king about nonths
on end, but sone nodest extension to be able to conpile
t he dat a.

And we're wondering if the Comm ssion is
anenable to that if we're kind of in a pinch of getting

the i nformati on.

| know t he preanbl e does enphasi ze how nuch you

need this data to nake your decisions. And, | guess,

fromour side of the table, we want to nmake sure that
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you have good quality data to make your deci sions on,
and we may have an issue there. So that's one issue.

The other one is that it occurs to us, as we
have been parsing through -- and |I've been working with
the Tribal Gam ng Working Group on this, just going
through this rule step-by-step. That we now have kind
of have a coupl e of grandfathers.

We've got different status of grandfather now.
Because, you know, you've got everything that was
before the 2008 effective date, and then you' ve got
everything that has been certified subsequently to
that, but before the effective date of the new
standards. And that m ddl e group, the since 2008
group, is certified under the old standard.

And so we're thinking that the grandfather
shoul d sonehow apply to everything, and that these
regul ati ons shoul d be perspective in nature so that we
don't have to recertify all of the systens that are
certified under the current standard. So we raise that
for your consideration.

And, finally, the issue is that there's various
kind of little things that are a little bit confusing
and any clarification on it -- | want to thank Ni m sh,
in particular, in explaining that proprietary |anguage.

Because when we parse these things, word by
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word, sonetines these little issues will crop up that,
wel |, what effect does this actually have?

And | guess our main concern, the one thing
that we hope that the NNGC will seriously consider, is
the elimnation of the Sunset Provision.

We need to | ook back at the word "grandfather™
alittle bit nore carefully, because we're kind of
creating this category that's going to grow over tine.
Because as the standards get amended in the future, as
t echnol ogy evol ves, we don't want to have a regul ation
that is creating different classifications of, well,
this is the 2008 version. This is the standard that
applies here. This was a 2000- -- you know.

Over tinme, that's going to make the regul ati on
unw eldy. So we offer that up. And we will be having
a suggestion in how to address that.

COMM SSI ONER LI TTLE:  The poi nt about extension
of tinme, this is the first we've heard of this. So the
Comm ssion wll consider that. W haven't nade any
deci si ons yet.

And then the second issue on the grandfather
Is -- actually kind of second and third and the Sunset
Revision. | think |I kind of need a little nore
clarification.

| think what you're saying is that -- and this
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i s ny understanding. Once a grandfathered gane cones
fully conpliance, it's no | onger a grandfathered gane;
it's a fully conpliant gane. That's ny understandi ng.

M5. HOVER:  Yes.

COMM SSI ONER LI TTLE:  And I'mnot sure if you
want to clarify that.

M5. HOVER Yeah. | think that it's very
I nportant that that be stated specifically sonmewhere.
Because right now, that has to be construed -- as you
read the | anguage, that's not specifically what the
| anguage says.

So that would be very useful, is that if
anyt hi ng becones fully conpliant -- if you read the
regulation as it is right now, one interpretation is
that once you're a grandfather, you're always a
grandfather. You don't kind of graduate into a fully
conpliant systemthen. And | think that that's kind of
a maj or issue that needs to be addressed.

Because if you can becone fully conpliant and,
otherwi se -- we kind of tagged grandfather into this
special thing, |like everything created prior to the
effective date of the regulation in 2008. And | think
we need to rethink that.

COW SSI ONER LI TTLE: And | do appreciate you

rai sing that, because it's a good point. And it would
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be hel pful to clarify, because when we do informal kind
of info requests -- or maybe the manufacturers, when
you ask them many of themwll say, "Well, we really
don't have any grandfather ganes because all of ours
have been brought to full conpliance.” So that woul d
be hel pful.

I f you could submt that into a comrent, that
woul d be very helpful, and we'll review that. [|'m not
sure if Mchael or the Chairwoman has anyt hi ng
additional to add to that, but | know that would be
hel pful .

And then the [ ast point you raised about the
sunset provision. | think that goes hand-in-hand wth
where we are and the information that we're asking for.
So | don't really have anything | can definitively say.
| don't know if Tracie or M ke does.

That's one of the things that we're definitely
continually review ng, and we're hopeful that through

the information that we get during this comment period,

we'll be able to make a better decision. So your
comrents will be hel pful.
Teri ?

MS. POUBST: Hi. Teri Poubst.
If I can just add to what Elizabeth was sayi ng.

Particularly, a part of the issue that we' re having
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with the -- when she was tal king about the categories
of grandfather ganes, you know, we've got kind of this
body of pre-2008 ganes. Sone of themare stil

consi dered grandfat hered, and sone have been brought
into conpliance with the existing regulations. But
there are sone that are still grandfathered.

And then once this regulation is finalized,
you're going to kin of have a second category of
grandf at hered, those that are conpliance with the rules
as they are now, but aren't going to conme into
conpliance wth any additional changes.

So that's part of the issue that we're seeing.
W' ve got kind of the pre-2008, and then we're going to
have the 2008 to the 2012, and what happens thereafter.

We are also working with Elizabeth and the
TOGAG, trying to conpile this information as to what
ganes are out there. | know sonme of the manufacturers
that we've tal ked to, they have brought a I ot of their
ganes, if not all of them their systens and their
boxes, into conpliance with the standards as they
exi st.

The problemwe're running into is there are a
| ot of tribes that, in the past, have purchased ganes.
They may be playing themright now, or they may be in

storage sonmewhere. And a |ot of those have not been
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brought into conpliance.

So even the manufacturer saying, "Ch, we
brought all of ours into conpliance," well, there's
Tribes A, B, and C out there that actually bought sone
of these machines a few years ago, well, those were
never brought into conpliance. So they consider those
to be grandfathered ganes because they're still being
pl ayed in the ol der format.

We're just having a hard tinme getting that
I nformation. W' ve been trying to talk with sone of
t he manufacturers. Sone of the tribes have been going
back and | ooking. But just trying to collect that
i nformation fromeverybody has been a little bit
difficult.

So just sonmething else to kind of keep in m nd,
not just -- | guess nmaybe the differentiati on between
ganes that have been purchased by tribes and then those
that are still being | eased. Because there is going to
be a difference between whether or not they've been
brought into conpliance or not.

COW SSI ONER LI TTLE: Go ahead, John.

MR MAGEE: Well, just to pick up on Teri and
Eli zabeth's comments here. The Pechanga Band, we still
obj ect, and ny coments are simlar to what we did in

April when we nmet with you guys then.
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We still object to the grandfathering clause,
and we still subject to the sunset clause. | think we
operate around 328 Class |l ganes. They're not our
primary device. W are a Cass Ill facility, but we do
offer the Cass Il as a way to offer other types of
ganes to the patrons.

And so we're concerned that any regul ati ons
that are adopted, may affect the viability of a
Class Il product go forward, not only for us, but for
other tribes across the nation.

You know, being a conpact tribe, having a
Class Il gane or system avail able to us, does help us
out and gives us that ability to negotiate with the
State, you know, when they becone difficult to
negotiate wwth. And anybody who's had a conpact tribe

here knows what |'mtal ki ng about.

And so what our concern, primarily, is -- and |
stated this in San Diego, and I'l|l state it again for
the record -- any standards that are put in place

shoul d only conply, applied going forward. And, you
know, there's an analogy with the card industry.
know you guys have already heard them

| just want to reiterate. W're really
concerned about the standard being inplenmented and t hen

havi ng grandfathered in sunset clauses. And then we
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have to go back and research the regs to see where this
ganme is falling. But just to us, it gets conplicated,
and it's just nessy.

So if we were going to adopt the standard, we
woul d say, fromthis point forward, all games neet this
standard. | hope I'm making that clear.

COMM SSI ONER LI TTLE:  Very clear. Thank you,
John. There's very hel pful information there. W'|
definitely take that into consideration.

And, Teri, the same for your comment there.
It's very hel pful.

| mean, we do understand the challenges that
many tribes are faced with conpacts com ng up for
renewal . | know we've got a nunber of themin the next
few years, and a viable Cass Il industry is very

i nportant to you all.

So we definitely take that into account, and we

will ook at that.

One of the things that we are really asking
for, especially on the grandfathering front is that,
what are the inplications?

The chal l enge that we face, as we know, a
nunber of times with grandfathered ganes, is that the
regul ation allows themto be nodified. But that

doesn't mean the nodification could bring the gane into
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full conpliance.

What woul d be the outcome if requirenent for
gr andf at hered gane was added that, while they can still
be played, any nodifications would have to be fully
conpliant? What would be the challenge? Wuld there
be a challenge faced by the tribes if that was anended
to say that?

That's what we're throwing out there to get
sone feedback. We'd like to hear about that.

So then the thing about the idea of now
creating a new standard of grandfather ganes, |
appreciate you raising that. | know the attorneys --
and | know both of you are acconplished attorneys.

W are always wel cone to sone suggestions, |anguage, or
comments. So, please, | urge you to give us sone ideas
because we're open to that.

Ckay. Any ot her comments?

Okay. We're coming up on a break tinme here.
Are there other coments on Part 5477

(No response.)

COMM SSI ONER LI TTLE: Al right. Then we'l|l
to the break, and we'll conme back at 10:45. Thank you.

(A recess was taken from10:22 a.m to
10:49 a.m)

COMM SSI ONER LI TTLE: Ckay. W're getting to

go
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get started again. Thank you everybody for com ng
back.

We're going to pick up to see if there are any
addi tional comrents for Part 547. [|If not, we'll
probably nove into Part 543.

So I'l'l open the floor back up to additional
comments for Part 547.

(No response.)

COMM SSI ONER LI TTLE: Okay. Then | guess |
wWill turnit over to Jen, who will go through the
Power Poi nt presentation of Part 543.

Li ke the Part 547, if you have specific
guestions or comments that you' d like to make during
t he Power Poi nt presentation, just raise your hand, and
we'll stop and you can address that issue right then
and there.

And once again, because this is being
transcri bed, just state your nanme and your organi zation
for the record when you do speak.

So, Jen?

M5. WARD: Good norning agai n.

W're going to go over Part 543-M ni mum
Internal Control Standards of Cass Il Gamng. This
part addresses only Cass Il ganes and their associ ated

functi ons.
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The proposed rule that we're going over today
I s based on the discussion draft, and that was a
docunent with ideas and | anguage that was drawn up from
several sources. And those included the current M CS,
t he TAC reconmendati on, TGAG gui dance, and the 2010
proposed M CS.

CGenerally, we made a few changes throughout the
proposed rule. The first is that we reviewed the use
of "agent, person,” and "personnel™ throughout the
docunent, and we made changes where it's appropriate.
So that where it says "agent, person" or "personnel,"
It conveys what you've intended it to nean.

We al so inserted "as needed" |anguage in each
of the supervision provisions, except inthe IT
section. And this was done to pronote consistency in
the proposed rule. W al so added supervi sion
provi sions for Patron Deposit Accounts, Lines of
Credit, and Surveillance.

In the definition section, the "drop proceeds”
definition has been anended to include financial
i nstrument storage conponent proceeds, as well as drop
box proceeds.

The "drop" definition has been deleted fromthe
di scussion draft, because we feel it's unnecessary.

The process of collecting boxes and fi nanci al
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I nstrunents storage conponent proceeds is described in
this section.

Further, the definition of "gam ng pronotion"
has been altered to include only those pronotions that
require gane play to participate. And this is the sane
as the discussion draft.

The definition of "sufficient clarity"”
continues the 20 franes per second m ni mum but as
clearly identified to the requirenents. So it'll say
20 frames per second m ni mum and a resol ution
sufficient to clearly identify the activity being

surveyed.

Further, the Comm ssion invites comments of how

this requirenent mght limt technology. W're
wondering if 20 frames per second or the equivalent --
if we have that |anguage in there, "or the
equi valent"” -- may resolve any limtations in there,
on technol ogy.

There was one coment we received that said,
If youlimt it to frames per second, there m ght be
some sort of surveillance technol ogy out there that
doesn't use frames per second.

So if we use "or the equivalent," does that
resolve it?

Section 543.3, How tribes conply with this
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part.

These are m ni num standards and a TGRA nay
establish additional controls that do not conflict with
this part. These regul ations provide a franmework that
recogni zes the significant role of TGRAs.

Thr oughout this docunent, TGRA has established
threshol ds for investigating variances and to inplenent
procedures for various standards. They have 12 nonths
to conply by establishing and inpl enenting procedures.

And also note that there is a difference
bet ween existing and new facility conpliance dates.

New facilities need to conply inmedi ately, and existing
facilities have until the beginning of the next fiscal
year.

Under 543.4, the snall and charitable
exceptions, the Comm ssion invites comment on whet her
the charitable exception is still necessary.

As we | ooked over it, it appeared that the
charitabl e exception may be swall owed up by the snall
gam ng exception. | believe they both have the
$3 mllion threshold.

And if the gam ng operation nmakes | ess than
$3 mllion, does it matter if it's charitable or not?
Does it matter if it neets all of the exceptions of the

charitable, because it already qualifies under small
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gam ng?

So we're asking you to take a | ook at that and
l et us know if you think we can streamline it by
getting rid of the charitable exception because it may
al ready be included under snall.

543.5, How Tribes Apply to Use an Alternate
St andar d.

We m ght have covered this in the 547
di scussion. W' ve changed the termfrom "variance" to
an "alternate standard."

Because, as you know, in the MCS, when we talk
about variances, we tal k about an outcome that is
different fromwhat the expected outcone was, and that
gets investi gat ed.

So here, just to clarify, we've changed the
termto "alternate standard.”

The TGRA nmay approve an alternate m ni hrum
standard, but they still nust obtain approval fromthe
Nl GC Chair. And the NIGC Chair has a review and a
decision within 60 days, and, again, just as in 547,
the option to extend an additional 60 days, when
necessary.

543.8, the MCS for Bingo.

Thi s has been changed substantially fromthe

di scussion draft in that, we listened to the comments
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that we received, and they all said, "Hey, Bingo is
Bingo. Muke it all one section. There's no need to
differentiate between Cass Il gam ng systens and
manual Bi ngo."

And the conmm ssion has done that here.

It's been conbined into one section. And 543.7 is now
reserved.

This is |l ess procedural than the existing M CS,
but it does require TGRA and/or the operation to
establish controls that neet detailed criteria. And,
for exanple, you can take a | ook at 543.8(b)(1), the
Bi ngo card inventory, to see how this plays in.

It also requires verification of prizes over
$1, 200, and the player interface nay serve as one
verifying signature.

This was unintentionally done in the discussion
draft that nmade it | ook |ike the player interface could
not verify or validate the prizes. And that was an
oversight. W've corrected it here. So where it's a
manual payout, the player interface nay serve as one
verifying and validating signature.

And if it's an automatic payout, it nay serve
as the sole validating and verifying signature.

Under 543.9, the MCS for Pull Tabs.

Pull tabs of $600 or nore require prize
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verification. And the kiosk definition here has been
anended to clarify that it may al so be capabl e of
redeem ng and reconciling pull tabs.

There was a comment on the pull tab section
that required the kiosk to -- well, requiring all pul
tabs that have been redeened to be defaced may limt
t echnol ogy because sone ki osks may not be capabl e of
defacing the pull tabs.

So we've anmended this in the proposed rule.
And when pull tabs are redeened and reconciled by a
machi ne, there's no defacing requirenent. |nstead,
pul | tabs nmust be secured and destroyed, in accordance
wi th TGRA policies and procedures.

543.10, MCS for Card Ganes.

TGRA' s revi ew and approved cancel l ati on and
removal procedures. This continues the standard that
no adm ni strative or overhead fees nmay be taken from
pl ayer pool funds.

We did receive one comment that the supervision
section in this section may not provide for adequate
supervi sion of the card room And we request
addi ti onal comrents on that.

In that section, | believe it says that where a
supervisor is functioning as a dealer, then a

supervi sor from anot her departnent may resol ve any
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di sput es.

And the comment was, if a supervisor is
functioning as a dealer, there's not adequate
supervision. So we woul d appreci ate your thoughts on
t hat .

Section 543.12, MCS for Gam ng Pronoti ons and
Pl ayer Tracki ng.

The gam ng pronotion standards are |imted to
t hose pronotions that require gane play to partici pate.
And as is explained in the preanble, this section does
not apply to pronotions, such as the door prize
tunbl ers, where participants may enter sinply by
dropping a free card into the drum

The gam ng pronotion section includes only
t hose pronotions that require gane play in order to be
eligible for the prize.

Pl ayer tracking is also included in 543.12
because it tracks gane play and gives awards based on
t hat gane pl ay.

Section 543.13, the MCS for Conplinentary
Services and |tens.

It requires that TGRA and the Qperation to
establish specific controls and procedures. The TGRA
al so establishes the threshold for recordi ng conps.

Section 543.14, the MCS for Patron Deposit
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Accounts and Cashl ess Systens.

We've elimnated any reference to
"unrestricted" player accounts. Because of the Bank
Secrecy Act, it doesn't allow for those sort of
accounts that can be accessed by anyone.

Section 543.15, the MCS for Lines of Credit.

This establishes the controls for the lines of
credit. And we also received a conment that this
provi sion may be unnecessary, and we request additional
comment explaining why this may be unnecessary.

We' ve heard at various consultations that there
are several tribes that do use the lines of credit, and
there are others that are considering using themin the
future. So we woul d appreciate your additiona
comments on this.

Section 543.17, the MCS for Drop and Count.

This has been sinplified, and it allows for
nore TGRA and Operation discretion.

Section 543.18, MCS for Cage, Vault, Cash,
Cash Equi val ents, and Ki osks.

W' ve added the kiosk section in. Again, this
Is the sane as the discussion draft, with the exception
that we've adjusted the definition of kiosk a bit, and
you'll see that in 543.2, the definition section.

Any cage increase or decrease of $100 or nore
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must be verified, docunented, and recorded. And
pronoti onal paynments of $100 or nore nust be
docunent ed.

Section 543.20, the MCS for Information
Technol ogy and | T Dat a.

Most of these topics were adopted fromthe TAC
You'l ]| see the list of themthere, and I'Il just
hi ghlight a few They include physical security,
| ogi cal security, data backups, change nmanagenent,
renot e access.

Here we al so added a definition of "systent in
the I T section, to distinguish it fromdCass Il gam ng
systens, for the IT section only.

And this was based on public comrent that said,
It's difficult to distinguish whether you're talking
about something new entirely or whether you' re tal king
about Class Il gam ng systens.

So we went ahead and included a separate
definition here in the IT section.

543.21, the MCS for Surveillance.

It requires canmeras with sufficient clarity.
Again, this was the 20 franmes per second m ni nrum and
then a resolution sufficient to clearly identify.

It requires those for the count room card

tabl es, and cage and vault. And for Class Il gam ng
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systens, surveillance nust include the Jackpot neter.

Based on public coment, we did renove the
requi renent for surveillance of the Bingo server. And
after | ooking through the IT section, we determ ned
that the physical and | ogical controls over the Bingo
server were appropriate to control against any risk.

The Conmi ssion invites conments on whet her the
one-year retention period for surveillance footage is
appropri ate.

Now, as a bit of clarification here, we
received a cooment in Geen Bay, | think it was. And
we wanted to clarify that, generally, surveillance
f oot age need only be retai ned for seven days.

But in this case, we were tal king about footage
of suspicious activity, suspected crines, and detention
by security personnel. The proposed rule requires that
to be retained for a period of one year.

There was a conment that one year nmay be a bit
too long. So we're requesting comrent on whether it is
too long. Is it too short? Should it be left up to
the TGRA? Any suggestions, we're open to hearing from
you.

And, additionally, just as it was in the
di scussion draft, this section requires TGRA approved

procedures for reporting suspected crines and
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suspi cious activity.

Also there's clarification from G een Bay.
There was a coment aski ng whet her we defi ne suspi ci ous
activity the sane way it's defined in the Bank Secrecy
Act. And the answer is no. Suspicious activity is
what ever the tribe defines it as.

If you think you'd like to see a specific
definition stating that, for clarification, let us
know. |f you have any other coments on how to define
suspicious activity, let us know.

543.23, the MCS for Audit and Accounti ng.

The annual requirenents of this section are
adopted fromthe TAC recomrendation. And | believe
that it took that fromthe TWSW gui dance.

543.24, the M CS for Revenue Audit separated
this fromaudit and accounting, and it specifies the
frequency of each testing procedure.

And the gane sections, such as Bingo, pul
tabs, and card ganes, those are adopted from TOAG
gui dance as wel | .

And you'll note in here, slightly different
fromthe discussion draft, we've conbined the Bingo
requi rements into one instead of separating them out,
again, into the Class Il gam ng systens and

M ngo/ Bi ngo, just to be consistent.
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And with that, I'll open up the floor for
questions and comments.

COMM SSI ONER LI TTLE:  Thank you, Jen.

That was a |l ot of information that Jen just
covered. So I'mnot sure if anyone has any comrents
yet, but now would be the tine if you want to nake a
comrent for the record.

Yes, sir.

MR LESLIE: Roger Leslie, San Felipe Pueblo
Gam ng Regul at ory Commi ssi on.

My question is for the generalized question of
the tineline and when the antici pated approval and
finalization of these proposals will be done.

As | know, sone properties are interested in,
whet her they start Cass Il gam ng or already have
Class Il Gaming, when is it going to be applied as an
official rule.

As well as, will these MCS be conpleted prior
to the Commission's terns, as terns are comng close to
t he end?

COMM SSI ONER LI TTLE:  Li ke Jen had nenti oned,
t he existing establishnent would have 12 nonths to
conpl y.

Correct? Is it 12 nonths?

MS5. WARD: Yes.
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COW SSI ONER LI TTLE:  And t hen, however, any
new facilities that have not opened yet woul d be
requi red to adopt the new standards, fromthe tine of
openi ng.

As far as how far we get al ong, whether or not
these regulations will go to final rule prior to the
end of our terns, as you probably know, the Vice-Chair,
her termis up at the end of this year. Mne is up in
April. And the Chairwoman is up in July of next year.

So we're not really looking to -- | nean, we're
noving this along as we progress, taking into account
paraneters, the challenges, and the coments that we
receive.

As we went through the PowerPoint, the Notice
of Proposed Rule, a lot of this is fromthe di scussion
draft that cane out in the mddle of March. So it's
been out for a long tine.

The majority of the changes to the Notice of
Proposed Rule were fromthe discussions that were nade
and as a result of coments fromtribes. So it's been
out there for a long tine.

| know there was a comment earlier about
possi bly extendi ng the deadline for cooments. W
haven't really | ooked at any of those yet, nor have we

kind of set a definitive tineline of when we have to
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get things done. (Qbviously, we will want to nove these
al ong as nuch as we can.

As far as the 543, it's actually scheduled to
go into effect this COctober, that part that's on hold.
But it is going to go into effect in Cctober. So to
hel p the industry, we want to nmake sure that we're
novi ng these along as quick as we can so that we don't
have any conflicts there.

So all | can say is that, if you could, just
send in your comments and rai se any areas of concern
t hat you have.

Like | said, there are two additiona
consul tations sessions scheduled. O you can obviously
send in witten cooments. They're very hel pful.

CHAl RAMOVAN STEVENS: Well, | want to thank the
gentl eman for asking that question. Because one of the
concerns that we wal ked into our positions with, was a
concern about these particular regulations sitting in

advance for years and having them be unresol ved for

years.
And froman Operation standpoint -- and |'ve
worked in Operation -- it's frustrating.
And fromthe Conmm ssion's standpoint, it's
frustrating to not have defined standards. It's all

been up in the air for at |east six years, if not
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| onger, whil e changes have been proposed, made,
finalized, held.

We understand that that creates a problemfor
tribes, the conm ssioners, and the operators. And so
we do want sone certainty finalized as soon as
possi ble. Mostly because we realize how frustrating
and encunbering that can be to tribes.

So | appreciate you raising that. And as Dan
said, we're noving along as quickly -- but also
dependi ng on the kind of comments we receive,
respecting those and considering those may affect any
tinmeline or how long this process takes.

So with you, we want sone certainty as soon as
possi ble, but it is contingent upon what kind of
f eedback we get.

COW SSI ONER LI TTLE:  I's there anot her comrent?

Yes, sir.

MR, WLSON. Tom W1 son, Pascua Yaqui Tribe.

Just a comment on the franes per second issue.
We struggle with this all the tinme when it cones to
technology. It certainly seens |ike it would rmake nore
sense to define a level of clarity that you' re | ooking
for, as opposed to saying that if you're neeting 20
frames per second.

We deal with this issue right now in our
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conpact when we're trying to | ook at canera coverage
and the sufficiency of it. And one of the debates that
we have frequently is, how sufficient is the clarity?

And what do we nean by that. | think it's nore
hel pful, rather than saying a 20 franes per second, to
say clarity neans to be not just sufficient, but
sufficient to do what? To be able to read bills
sitting on the table? To be able to read paint |ines
on a machi ne?

What is the level of clarity that you're
| ooking for? And then allow the tribe to adopt
what ever technol ogy exists to achieve that |evel of
clarity.

So I worry when | see words |ike "sufficient
clarity." Because now we get into discussions of, this
is sufficient for ny purposes, but it mght not be
sufficient for your purposes.

So what exactly is it that we're trying to see
and can we define that to sonething specific.

COMM SSI ONER LI TTLE:  Thanks, Tom  Thanks for
t hat conment.

| know this is a subject that -- boy, at TAC,
we spent a couple hours on this, it seens |ike,

di scussing this whole issue. | know a | ot of concerns

that were raised were exactly what you said, that the
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technol ogy of the canera should fit the need or, you
know, what it's being utilized for.

And we did grapple with that extensively in our
I nternal discussions. And | think that's one of the
reasons why -- you know, a definition, we need to
clearly identify whether it's the chip or the
dom nati on or whatnot.

But we are still looking for nore informtion.
So if you would like to conmment, this is an area where
It would be greatly appreciated.

CHAIl RWOVAN STEVENS: | appreciate you bringing
that up because there has been a |l ot of discussion

around this.

And what | find interesting is that -- you
know, | agree with you. Wat is one person's or
division's -- either an organi zation or the

Comm ssion's definition of sufficient clarity? Because
there can be, surprisingly, disagreenent between the
Oper ati ons and the Conm ssion --

(Laughter)

CHAl RMOVAN STEVENS: -- on what exactly is
sufficient clarity.

So if you do get m xed requests fromus, you
should clearly define it so that we have sonething to

hold the Operations to. O, you know, the Qperation
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says, "Well, what does that nean" because it's unclear.
So we do get m xed requests about, well, how do

we do this? W even heard -- sonebody said 20 franes

per second was not enough. It's like, that's not

enough. And others have said that's too restrictive.

So we wel cone sone thoughts on how to approach
this. W do try to find sone bal ance between certainty
of what we're trying to identify -- or whether it's the
regul ators or operators -- but sone flexibility for
tribal operations.

And just tribes, generally, to what |evel can
they -- that's not cost prohibitive for tribes that may
not have the funds necessarily to have sonething really
sophi sti cat ed.

So we certainly welcone this. W've tal ked
about it for hours. TAC talked about it for hours.
It's been a subject of discussion for quite a while, so
suggestions are certainly wel cone.

COMM SSI ONER LI TTLE:  Anot her comrent ?

(No response.)

COW SSI ONER LI TTLE: Now, | know the
Chai rwoman, she can start going back and start pulling
out questions here, so...

Yes, sir. Please.

MR, BENATZ: George Benatz, Gla River Gam ng

Veritext/NJ Reporting Company

800-227-8440 973-410-4040



© 00 N oo o0 b~ wWw N P

N N N N NN P P P P P P P P PP
aa A~ W N B O © 00 N O U b~ wWw N +—» O

Page 77

Ent erpri se.

| realize these are mninmuns. Having been a
regul ator, | understand their inportance. But |I'm
struck by the fact, with a lot of mninmminternal
controls, that we don't define things specifically.

For exanple, the gane of Bingo. | look at the
mnimuminternal controls; | can't figure out how Bi ngo
Is played. And maybe that's so elenentary it's not
necessary. But if you're trying to train to the
standard, | really would like to see a definition of
Bi ngo, a definition of poker ganes, that type of thing.

COW SSI ONER LI TTLE: That's a very good
comment. Thank you.

It's always good to conme to these events and
you hear different aspects and different views, and
that's very helpful. | definitely would invite you, if
you want to submt that into a witten comment, wth
any suggestions you m ght have, that woul d be very
hel pful. So we appreciate that comment. Thank you.

Anot her comrent? Not hing on gam ng pronoti ons?
Pl ayer tracking?

You know, this is an area where the TAC had
grappled with, and it was an area of aversive
authority. W went through these sections to make sure

that we made it very clear that we were only | ooking --
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especially with pronotions, it only applies to areas
where gamng i s required.

That if there was a general raffle that didn't
I ncl ude any kind of play, where you put your nane in a
tunbler, that that was not included. But if it was a
pronotion that you had to put noney into a gam ng
device, then it was incl uded.

So I'"'mnot sure if anybody has any coment on
that, or conps, or lines of credit because these are
sonme areas that have been raised previously.

M5. POQUST: Dan, Teri Poust again.

Just quickly. And thank you, since he was
menti oni ng Bingo. Thank you for putting the Bingo
sections back together. W are very appreciative that
t he Comm ssion was receptive to those comments. And |
think going forward, that's going to be very
beneficial. So thank you for doing that.

CHAIl RWOVAN STEVENS:  Thanks, Teri .

| know we have a nunber of regqulators in the
room and Dan had just nentioned pronotions, player
t racki ng.

How -- | don't know how el se to put this.

How does it help you to have the regul ati ons over
pronotions and pl ayer tracking, fromyour standpoint as

a reqgqul ator? Does anybody have any issues around those
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or that help you to do your job?

(No response.)

CHAIl RAMOMAN STEVENS: If they weren't there, how

woul d that affect your job?
There we go.

MR, W LSON: Tom W son.

If they weren't there, it would not change what

we do or how the Qperation functions. In Arizona, of
course, under our conpact, we have a section that deals
Wi th pronotions and |lotteries.

The section on pronotions is one paragraph.
The sections on lottery, of course, is nmuch nore
ext ensi ve.

Wth player tracking, we view player tracking
really as an operational systemthat is not a gam ng
system per se. And it's a managenent tool that's used
to nonitor and track player activity.

And |'m not saying, in absence of regulation,
that we woul dn't have sone |evel of control or perhaps
tri bal - based regul ati on over sone of those things.

But it's not an area that we consider to be very high

ri sk, especially on the pronotion side of it, in terns
of how those transacti ons come about; what's done with
them the operations required, just in order to conduct

a pronotion, financially, to track those transacti ons.
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So there's sonething that -- there are controls
in place, froma financial and accounting standpoi nt,
anyhow, simlar wth the player tracking system

We' ve gone on record before that we don't feel
that NIGC -- that this is an area that typically it
speaks to in player tracking and pronotions.

And | will say the sanme thing that we've said
In the past, that while we're not saying that there
shoul dn't be some form of control over those
activities, that should be sonething that derives at
the tribal |evel and not fromthe federal regulation.

COW SSI ONER LI TTLE:  Thank you, Tom

| think we have anot her comrent back here.

M5. HOVER: Thank you, Dan. Elizabeth Honer
again.

You know, | think I'mgoing to depart from ny
usual harangue of you guys and tell you what | |ike
about how you approach the M CS.

And in response to Tracie's question -- and |
al so commend you for asking the question. | really
| ove when we're in a dialog, as opposed to kind of
tal king at each other. | think that that's just so
much nore hel pful for all of us to kind of understand
what's goi ng on.

And to follow up on what Tom was saying is
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that, what | |ike about this version of the MCS, or
this approach that you're taking, is it's naking it
nore clear that these standards are to be set by triba
gam ng regqul at ors.

If you're regulating in these areas and you're
ensuring that there's policies and procedures that
establ i shes adequate controls of these areas, then
that's what you should be acconplishing here.

And | think it's good -- you know, as tri bal
regul ators, when we get challenged -- and |I'l|l speak on
behal f of my tribal regulator clients. Wen we get
chal l enged, to say, "Well, it's here in the regul ation
that these areas are within the purview of our Triba
Gam ng Regul atory Agency.” So | think it's helpful in
t hat regard.

Where it becones | ess hel pful is, one, where
there is an issue of authority, where there is an issue
of NIGC authority over a particul ar subject matter, and
where it gets so specific that you're really tying the
tribe to a one-size-fits-all procedure.

And in a sense, that was why the TOGAG was
recommendi ng that you establish these broad standards.
So these are the areas that have to be controll ed.

And then how you control those, you | eave nore

discretion in the hands of the Tribal Gam ng Regul ators
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so that we can fashion controls that are appropriate to
this particul ar agency.

Li ke, for exanple, | represent the Chickasaw
Nati on of Gkl ahoma. W have 18, soon to be 19, Tri bal
Gam ng Qperations. They're not all equal. W have
cl ausal -si zed outfits, and we have a big giant -- |
think we're the second-largest casino in the world.

And you can't have exactly the same standards that are
going to fit both of those.

So the flexibility to control these areas in a
way that is unique to those particular conditions is
really inportant, fromthat perspective. And that kind
of thing really does need to be done at the prinmary
gam ng reqgul atory | evel.

So that was kind of the thinking behind what
the TGAG had proposed. But at the sanme tine, have the
agency to establish guidance docunents that woul d hel p
fol ks understand, if you follow this procedure, you're
going to be neeting the standards that we're
establishing at the regulatory |evel.

And | noticed that that was not the approach
that the agency has taken. That it really is to kind
of -- I knowthat a |lot of the standards, even the
proposed M CS, cone out of the TGAG gui dance docunents

that were submitted to the NIGC. But you didn't take
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t he broad standards and then itens, docunents approach.
| don't know. | would just be interested in

your thought process there. | nean, what kind of

ti pped the balance in the approach that you've taken in

t he proposed rul e?

COW SSI ONER LI TTLE: Thanks, Liz. Thanks for
your comments.

Yeah, it was a challenge. | nean, the
Commi ssion is very, very grateful for all the hard work
that the Tribal Gaming Wirking Goup did. W knowit's
been around a long tine. W participated with this
group when we worked for tribes, and it's very, very
hel pful .

But | think we disagree with sone of the
approaches there, that you can't place the majority of
regul ati on and the gui dance where there's no authority
there to enforce that. And we do see sonme areas where
there are sone problens. Not necessarily many of the
folks in the room here, but sone of the other tribes
t hat have sone chall enges there, that they need a clear
st andar d.

Otentines, we see tribal TICS that they have
our regqulation just adopted hoopla, right in there. So
it needs to be clear.

And, you know, | tell you, we spent a | ot of
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time going through the MCS, |ooking for areas that we
can streaniine.

| know one of the areas that we spent a |ot of
time was with the drop and count. And it's very
intensive. It's a long section, but it's such a
critically inportant section because it's where the
cash is. That's where it's handl ed.

And how do you streanline that w thout renoving
some critical standards that sone tribes that are in
different levels in their sophistication -- you know,
how it helps all. And that is a chall enge.

And we know it's been raised before, you can't
have one-size-fits-all. But we do have to create a
regul ation that does fit all

So we did face sone challenges. W feel that
this regulation identifies the areas where it can be
| ess strict, but still maintain a strong standard. W
share with all of you that we want this Cass Il to
mai ntain strong regul ati ons and keep the high standard
that is out there. But we want to nake sure that any
critical efficiency that we can identify can be
addressed to a standard.

So that's our logic and reasoning. | don't
know i f the Chair has anything to add to that, but | do

under stand your conments.
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CHAl RAMOMVAN STEVENS: Thanks for asking that
guestion. Also thanks for recognizing that we're
trying to have a di al ogue and get sone feedback.

| al so understand that many of the fol ks here
serve as sort of scouts, gather the information, go
back to your regulatory bodies and to your council to
devel op your position. And we still appreciate that
you all are attending and are here. And, hopefully,
this is very informative to that process you're going
t hr ough.

But agreeing with Dan that, you know, this was
a challenge for us to think about, especially having
come froma tribe and a casino nyself. And froma
policy standpoint with ny tribal governnent, it was a
struggle for all of us.

In addition to what Dan has said, al so |ooking
sort of putting this into a bigger context of over
time. As | said earlier, these have been sitting
unattended, or at least not -- in a place where tribes
couldn't utilize them

The history has been that there was one m ni nal
i nternal control standard. It was when we went to
separate those two. W' ve got standing O ass ||
m nimal internal control standards that are in the

Regi ster, that have been put on hold.

800-227-8440
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Because as we cane in, we heard, "Hey, these
are even out of date now, in 2010." So we needed to
address them

Al so the feedback we received about those that
are in the Register now, that they were openly
restricted. They were too prescriptive, to the point
where we were tal king about paper and pen and 8 and a
hal f by 11. You know, it was just too detail ed.

And in addition to what Dan has said, putting
It against that backdrop, we think that this is
signi ficant progress over what has been wal | ow ng
around over sone years' tinme and that these have been
significantly contributed to by tribes.

And keeping in mnd, |like Dan has said, we have
to find what works for every tribe and especially
understanding that not all tribes are as advanced or
have the funds available to do what other tribes who
have that are going to do.

And that we don't know the exact nunmber of how
that ratio would work out. But we do hear quite a bit
actually fromthe regul ators who say they want
sonething definitive, but also trying to bal ance that
agai nst sone tribe's abilities to handle it thensel ves.

| know that doesn't fully answer your question,

but those are things that we had to weigh. And putting
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it into the context of six or seven years of everybody
wai ting around, making it difficult for Rest over there
to do any audits when we have tribes asking for them

So | hope that gives you enough information on
what -- you know, we have been very del i berate about
this, not coming in with a preconceived i dea or answer
about how we were going to do this, but have gone al ong
as we proceed and put a comment -- and considered those
as we've nade changes.

M5. HOVER: Just a quick follow up on that.
You know, | truly appreciate howdifficult it is to
deal wth the MCS, having nyself and Teri worked on
the first revision of the MCS. And believe ne, there
was a | ot nore hull abal oo over those than we've seen on
t hese.

You know, Dan, you had nentioned
enforceability. And, you know, the MCS is sonething
that's really never been subject to an enforcenent
action, in the history of the N GC

My question is, do you see the enforceability
of the MCS enforcing that there be MCS and that those
M CSs be conpliant? O do you see enforceability as to
the specific provisions?

And can you anticipate an enforcenent action

based on an audit? How does that issue play out in
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your m nds?

COW SSI ONER LI TTLE:  You' re absolutely
correct. There has never been an enforcenent action
taken for a MCS violation, fromany Conm ssion, not
just this one here.

But, you know, tribes do a very good job at
foll owi ng the standards and conplying, and it may be
one of the reasons why we haven't had any enforcenent
actions.

| mean, | kind of look to the staff, where they
spend a ot of tinme doing training and techni cal
assi stance, so that in areas where they do have
i dentified problens, it gives us an ability to rectify
themand work with the tribes to fix those areas.

So that nay be one of the reasons why there hasn't been
any enforcenent action for any MCS viol ations.

But the other, | think, is just to give credit
to the TCGRAs and the Operations, that they are
follow ng the standards. And, you know, nost often,
the standards that they adopt are much stricter than
what we require.

So that's the reasoning, | think. And | think
that's why we don't see nore MCS viol ations.

But, secondly, is the Part 542. Probably the

last time it was changed was when you did it. So |
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t hink any kind of major overhauling -- | think it's
been updated over the years.

But touching back on what Tracie had said
earlier is that these standards are quickly becom ng
outdated. And the one that's on hold, the 543 that's
on hold, is quickly becom ng outdat ed.

And we know the 542, that a lot of themtried
to utilize as a franmework, is outdated. And new
t echnol ogy has changed so quickly that we do need to
get these standards in place so that there's sone
gui dance to go by there.

M5. HOMER  Just a quick follow up.

Well, that's one of the reasons why | asked you
t he question. Because comng froma triba
perspective, the nore detailed the standard is, the
hi gher the potential that sonething is not going to --
| nmean, we don't live in a perfect world.

And there needs to be a distinction between
regul atory nonconpliance, statutory violation, these
ki nds of things, between a significant --

If we're tal king about enforcenent, and we have
hi ghly detail ed standards, and sonebody does an audit
and says, "Oh, ny gosh. On this day, you're supposed
to have three signatures, and you only have two

signatures. So now, boom we're going to issue the
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enforcenent action,” You know, the nore detailed they
are, the nore of the opportunity that sonething m ght
go wong and w Il have potential for a federal

enf orcenent acti on.

Now, |et nme couch that by saying that, | don't
have any doubt in ny mnd as to the good faith of this
Gam ng Comm ssion, the NNGC, as it is today. Okay?

| have utter faith in your good faith and your
goodwi | I, but you're not always going to be here.
There's going to be future representatives appointed to
the NNGC. And | guess when we go really, really
detail ed and we're basing that on enforcenent
authority, | get scared that it could be abused. It
coul d be abused by a federal agency.

And | guess, in a sense, that's one of the
reasons why we would prefer the nore generic standard
with, these are the issues that have to be covered.
These are the mninmumthings to be covered.

And then at the perspective procedural |evel,
this is how you do that, rather than at a federa
regul atory level. You know, just to prevent any kind
of future abuse of authority.

CHAl RAMOMAN STEVENS: Ckay. And | appreciate
that view and certainly understand the sort of | ooking

forward on how these m ght be interpreted by future
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Comm ssi ons.

And, again, keeping themin context of the sort

of history of these regulations, |I think they're a vast
| nprovenent on the prescriptive nature that they have
been in the past, to what we put out there today, in
trying to find that balance so that there are sone
gui deposts for the tribes that aren't as advanced as
tribes that are and havi ng enough deference to those

tribes so that they can have greater standards in

place, if they so wish. And that we're all having sone

basel i ne.

We'll certainly take these comments into
consideration in noving forward on how we m ght
approach that, but trying to keep everybody in |ine
that we have to be m ndful of.

COMM SSI ONER LI TTLE:  And just adding on to
what Tracie had said was, you know, -- and | give a |ot
of credit to our staff. | nean, we sat in our
conference room and just going through the specific
areas and lines. GOkay. How can we streamine this

sentence or this section?

And there were a ot of areas. | give thema

| ot of credit for thinking out-of-the-box in the way
that we had usually done things in the past. And they
did a real good job.
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But if there are other areas, please let us
know. |If there are areas where you think we could,
whil e maintaining the standard, just make it |ess
specific.

One of the areas that the Chai rwoman identified
was, there was an area where it said that a report had
to be submtted on an 8-and-a-half by 11 sheet of
paper. You know, that was not an issue. W just need
the information. W really don't care what it's
subm tted on

So different areas like that, we tried to
identify that this standard was too strict and that if
there was an easier way, we need X Y, and Z. How you
submt that, well, that's up to the TGRA of gam ng
operation to establish standards to do so.

So if there's any areas that you can think of,
or suggestions that you can nmake, we definitely invite
t hose comments.

Any ot her comments?

(No response.)

COW SSI ONER LI TTLE: You know, an area in
Ckl ahoma that was rai sed, when we were tal king about
Section 543.4, and that's the small and charitable
calibration section exception.

We're looking at this as a way of streanlining

Veritext/NJ Reporting Company

800-227-8440 973-410-4040



© 00 N oo o0 b~ wWw N P

N N N N NN P P P P P P P P PP
aa A~ W N B O © 00 N O U b~ wWw N +—» O

Page 93

It; however, it was identified to us that that could
pose sone problens, renoving the charitable exception
or nolding that into the small operation section.

Does anyone have any comments on that? This is
an area that we're just trying to think of a way to
streanmine the regul ati on; however, we don't want to do
anything that's going to cause any probl ens.

We did hear, like | said, in Oklahoma that this
coul d cause sone issues for us in charitable
operations. And |'mnot sure if anybody has any
t houghts or ideas about that. W definitely would be
I nterested in hearing that.

M5. HOVER | guess what the issue is, of what
was being raised in Cklahoma, is that it's because the
| anguage is there -- like sone tribes do regulate |ike
the villages or the subconponents of the tribe that do
gam ng charitably. They're not ponying up any of their
noney back to the Tribal Governnment, but they're doing
it for their charitable purpose.

And the fact that the | anguage is just there,
you know, clarifies that the Tribal Gam ng Regul atory
Agency has that -- or the tribe has the authority to
regul ate those kinds of charitable activities.

And so whether that is, in fact, by operation

of law, the case, to the renoval of the | anguage.
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There was concern that it would | ook |ike that
authority has been taken away.

And then the nore nothers can't have their
Bi ngo or don't have to submt to the rul emaking
authority of the tribe. And that coul d becone an
i ssue. So that's what that was about.

COMM SSI ONER LI TTLE: We certainly don't want
to raise an issue that would have to be addressed in
the future down the road. So | appreciate that.

Any ot her comments?

(No response.)

COW SSI ONER LI TTLE:  We m ght have to ask

Tracie to start pulling out questions, because she can

do it.

(Laughter.)

COW SSI ONER LI TTLE:  Well, if there's no
objection fromthe Chair, |1'd say we probably w |

break for lunch. The schedule has us com ng back at
1: 30, and going until 4:00. Like we had said earlier,
if there are no other coments, we will probably end
early today.

We' Il cone back at 1:30. In the event that
anyone was planning to be here in the afternoon to nmake
sure that they can nake a coment for the record.

However, if you have nothing el se to add,
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it doesn't necessarily nean you have to cone back at
1:30. We will be here. W'II|l open the floor up for
addi tional coments at 1:30, for either 547 or 543.

If there are no coments, we wll probably adjourn and
concl ude the consul tation.

So feel free to conme back; however, if you' ve
said everything you needed to say, you don't have to
stay for after the lunch. So I'll turn it back over to
the Chair then for the break.

CHAl R\MOVAN STEVENS: Ckay. Well, if it is the
case that we don't see you after lunch, | want to thank
everybody for attending.

| really hope that this has been hel pful and
that you provide your comments, in any fashion as it
suits you, and you consider how these may affect your
tribe, specifically.

That is really sort of what we were trying to
get at with our preanble to these, so that we get, and
be m ndful, of our responsibility to all tribes, and a
bi gger picture of howthis affects tribes,
specifically.

So we wish you well if you' ve traveled far.

If I don't see you after |unch, please travel safe, and
the best to you and yours.

| f you have any question, you can always call

800-227-8440
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and ask, e-mail and ask. And if you do cone back,
we'll see at 1:30.

So plenty of places to have neal s around here,
and |"'msure the Gla River Indian Conmunity woul d be
happy to have you.

So thank you and we'll either see you after
| unch or not. Thank you.

(A recess was taken from11:46 a.m to
1:41 p.m)

CHAIl RAMOMAN STEVENS: | see nmany peopl e have
returned. | hope you all had a pleasant | unch.

| want to rem nd everybody, there are
refreshments back there. Please feel free.

So with that, I"mjust going to turn it over to
you or anyone on the floor who wants to nake a comment
or has questions.

COMM SSI ONER LI TTLE:  Any ot her questions on
anyt hi ng?

M5. HOMER  You paused just a little bit too
| ong.

CHAl RMOVAN STEVENS: Too long. You missed it.
" msorry.

(Laughter.)

M5. HOMER Al | wanted to say is thank you

very nmuch. | thought this was a very productive
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di scussion. | really appreciate the approach and the
styl e.

| want to thank you and the NI GC staff for
really -- | know what a hunongous effort your
regul atory review has been. | knowit's probably kept
you away fromyour famlies and your kids. Just thank
you all very well for your hard work.

CHAl RAMOMAN STEVENS: Wl |, thank you. W
appreciate that, and it's all part of what our job is.

| do want to echo your sentinents towards our
staff. You all have really stepped up. But keep in
m nd, they have their regular duties that they have to
take care of and have stepped up on the regul ation and
joining us on the road and managing all the comments.

They' ve done a really great job. So |
appreciate it. Thank you.

COMM SSI ONER LI TTLE:  Thank you, Liz.
| appreciate it.

Any ot her questions or conments?

(No response.)

COMM SSI ONER LI TTLE: Okay. Well, | guess |l

|l et the Chair close out our neeting.
Just before I go, | just want to thank
everybody for attending. | w sh everyone safe travels

hone.
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| want to thank the staff and echo what the
Chair was saying. You know, it's easy for the
Comm ssion to sit up here wiwth all these presentations.
But the staff does a lot of work. They're all
dedi cat ed.

And |'ve said this on a nunber of occasions,
you know, | think one of the biggest assets that we've
I nherited from previous Conm ssions is our staff. And
we're very grateful for the dedication and the hard
work that they provide the Conm ssion and this industry
every day. So | want to thank them

And | want to thank you all for attending and
rem nd everybody that we're comng close to the 31st of

July. Please send in those coments.

I f the discussion draft com ng through was any

i ndi cation, you set the standards very high of the
quality of coments that were sent in. So we'l]l
probably be expecting the sane type. So please send

those in as soon as you can. So thank you.

CHAIl RWOVAN STEVENS: All right. And with that,

"1l go ahead and cl ose this consultation.

Just so you know, the next consultation wll
at Cache Creek, outside of Sacramento. That will be on
July 11th.

The one after that will be on July 19th at
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Squaxin Island, Little Creek Casino during the
Nor t hwest tradeshow.

Feel free to attend or, as always, we put the
transcripts on our webpage. So if you're not able to
attend, you can see what happened.

Pl ease do submt your coments.

And with that, safe travels and thank you for
at t endi ng.

(The neeting concluded at 1:45 p.m)

* k% * % *
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STATE OF ARI ZONA )
) Ss.

COUNTY OF MARI COPA )

BE I T KNOMN that the foregoing transcript
was taken before ne, C ndy Bachman, a Certified
Reporter in the State of Arizona; that the w tness
before testifying was duly sworn by nme to testify the
whol e truth; that the questions propounded to the
wi tness and the answers of the witness thereto were
t aken down by the Voice Witing nethod and transl ated
into text via speech recognition under ny direction; at
the witness's request, notification was provided that
t he deposition was available to read and sign; and that
the foregoing typewitten pages are a true and correct
transcript of all proceedings.

| FURTHER CERTIFY that I amin no way
related to any of the parties hereto, nor aml| in any
way interested in the outcone hereof.

DATED at Phoeni x, Arizona, this 11th day
of July, 2012.

C ndy Bachman
Certified Reporter No. 50763
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