© 00 N o o~ wWw N

N N N N N N P B P PP R R R R
a A W N BB O © 0O N O 0o~ W N+, O

NATI ONAL | NDI AN GAM NG COWM SSI ON

PORTLAND REGQ ON

REGULATORY REVI EW CONSULTATI ON

LI TTLE CREEK RESORT

July 19, 2012

Shel t on, WAshi ngton

Page 1

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 2

BE | T REMEMBERED t hat on Thursday, July 19,
2012, at Little Creek Resort, 91 West State Route 108,
Shel t on, Washington, at 9:07 a.m, before BARBARA L.
BRACE, CCR, RPR, Certified Court Reporter, the follow ng

proceedi ngs were had, to wit:

<KKLLL L >3>>>>

CHAI RMOVAN STEVENS:  Good nor ni ng,
everyone. |'mglad to see everybody here today. W have
an agenda here. Everybody should have a packet. W're
going to follow along wth the agenda today.

Before we get started, what I'd like to do is turn
this over, as is tradition out here, to the host tri be,
the Squaxin Island tribal community. Pete Kruger, over
here, is the secretary on council, and | will turn it
over to Pete for an opening.

MR. KRUGER: Thank you. My nane is
Pete Kruger. |I'mtribal council secretary here. It is
our honor to wel come everyone here in the NIGC. | hope
you have a good tine, use your noney in our casino, golf

course. W need the noney.

It's a great pleasure to honor everybody here. |I'm
proud and honored to be able to do this. |f you haven't
golfed -- I"'mnot a golfer, but the golf course is
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beautiful. Go up and do your thing.

Thank you.

CHAl RWMOMAN STEVENS: Thank vyou,
M. Kruger.

So with that, what we'd |like to do next, follow ng
along with the agenda, is to have everybody introduce
t hensel ves. Also, if we have any tribal |eaders here,
you're wel cone to cone sit at the table with us.
However, we understand if you're shy and you' d like to
stay there.

We'll start fromhere and we'll nove the m crophone
around. If you could please state your nane, who you're
with, which tribe you're wth.

MR G FFEN. Jack Gffen, Jr.,
Conf ederated Tri bes of G and Ronde Community of Oregon,
tribal council secretary.

M5. AUBERTI N KELLER  Deneen Aubertin
Keller, attorney for G and Ronde Tri be.

MR HARJU:. Philip Harju. |'mthe
vice chair of the Cowitz Indian Tribe.

MR. LISTER N ck Lister, Nisqually
TG, information systens specialist.

MR. BOYCE: M ke Boyce, executive
director of Grand Ronde.

VR. DURHAM David Durham wth
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Tulalip Tribes of Washington. |'ma tribal gam ng
| nspector.

MR WOCLSEY: Tim Wolsey. I|'mthe
reservation attorney for the Colville Tribes.

MR. SHANNON: Lee Shannon. ['mthe
attorney representing Metlakatla Indian Conmunity.

MR, TONASKET: Mel Tonasket, gam ng
comm ssioner with the Colville Confederated Tri bes.

M5. BOX: Good norning. |'m Bertha
Box, fromthe Southern Ue Tribe, Ignacio, Colorado. I’
t he chai rperson of the gam ng conmm ssi on.

M5. TAYLOR: Andrea Tayl or, Southern
Ute Indian Tribe, vice chair, gam ng conmm ssion.

M5. BRUNER: LaWana Bruner,
Stillaguam sh Tribe, TGA director.

M5. CAPCENAN- BALLER:  Good nor ni ng.
Pear| Capoenan-Baller, gam ng conm ssioner for Quinault.

MR, WETZLER  Good norning. Sam
Wet zl er, executive director for the Puyallup Triba
Gam ng Regul atory O fi ces.

MR. ARMSTRONG  Janes Arnstrong,
Suquam sh Tribe. |'mthe executive director for the
Suqguani sh Tri bal Gam ng Conmi ssi on.

MR. CONTRANO. Roger Contrano,

Suquan sh Gam ng Comm ssi on.
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MR VH TENER B.J. Whitener, director
of the Colville Tribal Gam ng Comm ssi on.

MR POLK: Good nmorning. M nane is
D xon Polk, Sr., fromthe Yakima Nation. |'mone of the
gam ng conmi ssioners there. M Indian nane is Wip St ock
Tum

M5. DEYETTE: D ane Deyette, wth
Squaxi n | sl and Gam ng Conmi ssi on.

M5. REPIN. Jennifer Repin, with the
Snoqual m e Gam ng Commi ssi on, comr Ssioner.

MR. HANKIN:. M ke Hankin, conpliance
officer of Red Wnd Casino, N squally Tribe.

MR. GOFORTH: Bill Goforth, interim
director, Nisqually.

MR. McDANI EL: Jesse MDani el
Muckl eshoot I ndi an Comm ssi on, executive director.

M5. ADOLPH. Good norning. |'mPatty
Adol ph, conpliance officer with the Colville Tri bal
Gam ng Conm ssi on.

MR. BI LLI NGSLEY: Ken Billingsley,
general manager of the Indian Head Casino for the
Conf ederated Tri bes of VWArm Spri ngs.

M5. GOUDY SM TH.  Dora Goudy Smith,
gam ng conm ssioner, Yakima Nation.

MR, GRI FFI TH: Rick Giffith, internal
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auditor with Squaxin |Island Gam ng Conm ssi on.

MR. STEVENSON: Craig Stevenson,
I nternal auditor, Squaxin |sland Gam ng Conm ssi on.

MR, WNECOOP: Francis Wnecoop,
director of gaming for the Spokane Tri be.

CHAl RMOVAN STEVENS: Thank you. And |
appreci ate agai n everybody being here. |'d like to have
our staff, starting this way, introduce thenselves and
tell everybody who you are and what you do, and then we
wi Il introduce the conm ssioners.

MR, WEST: Good norning. M nane is
Rest West. ['mone of the senior auditors with the
Nati onal | ndian Gam ng Conmm ssi on.

MR, PURCHI T: Good norning. |'m
Ni msh Purohit. 1'mthe acting director of training and
techni cal assistance, as well as the gam ng technol ogy

| iaison for the conm ssi on.

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

M5. WARD: Good norning. |'mJennifer
Ward. |'man attorney with the Ofice of Cenera
Counsel .

M5. MJRRAY. (Good norning. M nane is
Sarah Murray. |'ma nenber of the Cheyenne River Sioux
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Tri be of South Dakota, and | am counselor to the
chai r worman.

MR. MYERS. Shiyo. Osda sunalei. M
name i s Paxton Myers, nenber of the Eastern Band of
Cherokee Indians. |'mchief of staff of the National
I ndi an Gam ng Comm ssi on.

CHAl RAOVAN STEVENS: kay. W th that,
|"d like to turn the m ke over to our vice chairwonman,
Steffani Cochran, and our associate conm ssioner, Dan
Little.

M5. COCHRAN: Good norning. As the
chai rwoman said, ny nane is Steffani Cochran. |'mthe
vi ce chairwoman, and |I'm a nmenber of the Chickasaw
Nat i on.

|"mvery pleased to be here this norning. And thank
you to Squaxin for such a beautiful facility and the
confortable roomlast night. | |look forward to our
meeting today.

MR LITTLE: Good norning, everyone.
My nanme is Dan Little. [I'mthe associate conm ssioner
here with the NIGC. |'ve been on the conm ssion since
April of 2010, and |I've been working primarily on the
review of the Part 547 and Part 543 for the |ast year and
a hal f.

|"'mvery excited to be here this norning, and | | ook
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forward to hearing all your wonderful coments. Thank
you.

CHAl RAMOMAN STEVENS: Thank you. One
|l ast thing. | do want to recogni ze our regional
director, Mark Phillips, right over here. He's going to
be running the m crophone. |'msure you've all worked
with himout of the region. And also Steve Steiner,
who's the conpliance officer who's been at the table back
t here.

To ny right, your left, is Barbara. She's our

transcriptionist. | just want to rem nd everybody that
t hese are transcribed, and we'll talk about that in a
nmoment .

My nane is Tracie Stevens. |'ma nenber of the

Tulalip Tribes of Washington, and I amthe chai rwonan of
the National |ndian Gam ng Conm ssi on.

| appreciate everybody again attending today. This
is the fifth consultation on these particular rules that
are proposed in the Federal Register at this tine. W'l
go into this a bit nore as the norning progress.

| do want to tal k about the neeting agenda. W do
try to break up the agenda so everyone has an
understandi ng or has -- can anticipate what we will be
tal ki ng about and in what order. So it's not an open

di al ogue on any subject, but that specifically we'll be
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tal ki ng about certain subjects at certain tinmes in case
your schedul e, you know, requires that you are unable to
stay and you need to speak to a particular part.

But as it's noted on the bottom of the agenda, the
time frames may sl ow down or speed up, dependi ng on how
t he conversation goes this norning. So we'll be going
through in this order in ternms of topics, although the
tinmes, you know, allotted are estimates. It nmay go
sl ower or quicker.

Also, we -- just to nake clear, that we're not
conpl etely wedded to this. |f again your schedul e does
not permt that you' re staying |long enough for a
particul ar subject to conme up, we do open the floor for
tribal comments pertaining to any of these parts that
we' re di scussing today.

We know that you all have a very busy schedule. |If
you're a tribal |eader, you have a nunber of other issues
besides gamng. |If you're a tribal operator or
regul ator, you actually have a full-tinme job sonewhere
el se that you are away from so your schedul e may not
permt that you stay for a particul ar topic.

We do open up the floor in every spot for coments
as we go. W sonetinmes have people read statenments onto
the record about the whole parts that -- all the parts

that we're tal king about, so we certainly wel cone that.
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So with that, | do want to open it up for any
statenents that need to be read into the record for those
who may have schedul i ng issues.

kay. That will cone up again, so if for any reason
your schedul e requires that you have to depart, let us
know, and we'll certainly open up the floor for
statenents.

W'l | go ahead and get started. | should have
chosen ny seat better so | can see where we're at. You
shoul d have a packet of PowerPoint that we will go over
this norning. And I'll go ahead and start, and we wl |
go ahead and -- after I'mdone with ny parts here, we'll
turn it over to the staff to go into detail about the
proposed parts.

Bef ore we begin, though, I do want to rem nd
everybody that this is -- we are in the official
rul emaki ng process for Part 543 and Part 547 wth notice
of the proposed rules that have been published, and that
Is the topic of today's discussion.

It is an official public nmeeting or consultation
specifically just for tribes. |If there are
tribal-specific issues that do not pertain to these
particul ar proposed rules, we will be happy to talk to
you at the break or aside fromthis -- today's neeting or

af t er war ds.
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We know that nost everybody has conme here to tal k
about these subjects, so we want to nmake way for the
consul tation and the rul emaki ng process to conti nue
today. And if you have any particul ar concerns or issues
or requests of the agency, we can gladly talk to you
about that on a side discussion.

kay. So consultation, it's between triba
governnents and the federal governnent. Only tribes and
their designees are allowed to attend and partici pate.
These particular consultations are not open to the
public, and they are certainly not open to the press.

More on consultation. |In keeping with Executive
Order 13175, this conm ssion is dedicated to discussing
policy changes before the changes are made and to talk
about the need for change.

In the past year and a half, fromthe tine we
started with the Notice of Inquiry, we did just that,
asking tribes which regs we needed to | ook at, what were
the priority regulations that tribes wanted to revi ew and
possi bly change.

And then, as we've gone along, we were getting
f eedback on particular regul ations that inforned
di scussion drafts outside of the rul enmaki ng process in an
I nformal process, which has now transfornmed into what is

now t he proposed rule that you see in the Federa
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Regi ster and the topic of today's discussion.

So that is all of our efforts in neeting this
requi renent of the executive order to tal k about the
need, if any, of policy changes before we actually start
maki ng t hose changes.

And as has been our practice, the conmssion is
comritted to a clear and transparent process. As | said,
t hese consultations are transcribed. They're posted on
the website. Al coments are posted on the website so
that they can be read by all tribes. W have an open
forum here so that tribes can hear what other tribes'
questions are, what their issues are, and what possible
sol uti ons together are.

W will review and consider every coment that we
receive, and we do in fact do that. W all three have
read every comment that has conme in. And as one of the
staff said yesterday, they've sat through neetings, hours
and hours and hours of neetings with us, as we've tal ked
about those and drafting regul ati ons based on input from
tribes. So we do consider them and do take them
seriously, and any proposed or final rule will include
the sunmary of those comments.

If there's -- you know, if there's anything,

Steffani or Dan, that you want to add to this, | was just

going to turn it over to Dan and to the staff.
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MR, LITTLE: Thank you, Chairwonman.
|"mjust going to go over basically the consultation
agenda that we're going to tal k about today. This is
G oup 3 of the Notice of Inquiry that was published in
April of 2011. Basically that's Part 547, the m nimum

techni cal standards for equipnent used in the play of

Class Il ganes, and then Part 543, the Mninmum I nterna
Control Standards for Class Il gam ng.

How we got there to -- how we got to where we are
today was, as | said, along -- a long process. It

started with the Notice of Inquiry, and what we |earned
fromthose consultations was that we needed to actually
reach out to the tribes and we needed to, you know,
devel op a process for |earning, you know, how the
regul ati ons are affecting, you know, each and every one
of your facilities, so we fornmed a tribal advisory
comm ttee.

And | want to nmake a special note to nention three
I ndividuals fromthis part of the country that
participated in the Tribal Advisory Conmttee, or what we
call the TAC. That was Jeff Weatley, fromthe
Suquam sh; M chelle Stacona, from Warm Springs; and Leo
Cull oo, from Port Ganbl e.

The TAC consisted of 15 nenbers which of those --

those three were on there. Wen we devel oped the TAC, we
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tried to get a good cross-selection of the industry. W
got operators, regulators, auditors, and other industry
experts because we wanted to | earn how each of these
different groups that all work together in the facilities
have uni que responsibility and rol es.

So we formthe Tribal Advisory Commttee, first net
in fall of 2011, and held four neetings. They were very
successful, although they were quite contentious at
tinmes.

| would be lying to you if | told you it was easy.

It was a difficult process, but it was actually a very
val uabl e process, so nuch in the fact that the comm ssion
and, you know, very inportantly, our staff |earned a | ot
of the many chall enges that you all face in dealing with
t hese regul ati ons.

We understand that a lot of you are still relying on
the Part 542 regulation for your Cass Il gam ng, and,
you know, that was created, you know, a decade ago and
t echnol ogy has changed. There was a real need to
I npl enent a new regul ati on and update the current
regulation that's on hold right now that the previous
comm ssi on had adopt ed.

So we established the TAC, had four very intense
meetings, but at the end of the four neetings, the TAC

provi ded the conm ssion with sone recommendati ons which
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we utilized to put together draft -- discussion drafts
for the Part 547 and 543.

Both of those were put out in website in the mddle
of March, March 16, with a 30-day comment period. W
recei ved over a hundred comments, and sone of those
actually requested an extension, so we did extend it to
the end of May. W received over a hundred comments.

And many of you may know, but prior to com ng on the
comm ssion, | worked for the Mashantucket Pequot and
Foxwoods i n Washi ngton and was very involved with a | ot
of the advocacy -- Indian gam ng advocacy i ssues com ng
up before the tribe and the industry. And we woul d
participate, you know, as nuch as you all do.

Nl GA woul d send out -- the National Indian Gam ng
Associ ation, you know, would send out their blast faxes,

and we'd participate, and we'd take their formletters

and mail it in with our nanes.
W expected -- | expected this during this process,
you know, and | was actually wong. W got -- like |

said, we got over a hundred of comrents. But they
weren't formletters. These were |ike very unique, well

t hought out. A lot of tine, a lot of effort, and a | ot

of good information was provided in those -- in those
comment s.
And 1'Il tell you just, you know -- and | know I
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speak for the other comm ssioners. W really greatly
appreciate that. | nmean, formletters are great, and
It's great to hear tribes are, you know, behind an issue.
But when we hear the specific, unique, individual
chal | enges and problens that you all are facing and how
we can inprove the regulations, it's very, very hel pful.

So like I said, we got a hundred comments. End of
May we began working on a Notice of Proposed Rule which
we ended up -- April. [I'msorry. End of April. Ckay.
It was end of April.

So we did end up working on the Notice of Proposed
Rule that we did publish on June 1, and that's what we
have -- we're |ooking at right now. Now, the -- nost of
the differences that you'll find fromthe di scussion
draft to the Notice of Proposed Rule actually canme from
the comments that you all provided to us.

So we -- the changes that you'll see fromthose two
docunents are basically based upon what we heard from
you, so that's why your comments are so inportant and
t hey' re so hel pful

One thing I want to say that -- and if you haven't
done so, | would actually urge you to do so. Read the
preanbles to both the Notice of Proposed Rules. As you
go through there, you'll see the coments that we

received, and you'll -- it gives you an understandi ng of
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our thought process and what we're thinking. W nade a

nunber of -- we put a nunber of questions in there and
sonme areas that we still needed a little nore informati on
i n.

So as you take the information and you go back, and
I f you decide to put together sonme conmments, read the
preanbl e, and that will help maybe form-- help you
fornmul ate sone of your responses and your coments to us.

We published the Notice of Proposed Rul e on
June 1st, with a 60-day comment period that was schedul ed
to conclude on July 31. W have received a nunber of
comments so far, and actually all of themrequested sone
addi ti onal tine.

So without waiting until the July 31 deadline, we
actually extended that to August 15. So the deadline for
comrents is August 15. We're hoping that you'll be able
to take that additional tinme, read the regul ations and
then -- and send those in. Like the chairwoman said, we
wll read every single one of your coments and we'l|l
read the transcripts.

| have attended all the consultations. The other
comm ssioners, we've kind of divided it up because of
ot her, you know, requirenents around the office. But all
t he comm ssioners and the staff do read all the

transcripts, we do hear everything that you have to say,
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and are really interested in getting nore feedback in how
t hese regul ations affect your facilities.

So, like | said, 543 and 547, those are the topics
we're going to discuss today. The comment periods, we
went over. |I'mgoing to actually turn it over to M chael
Hoeni g now, who's going to wal k us through the Power Poi nt
presentation on Part 547, actually a really good
di scussion on the specific changes.

If you could follow along and then -- |ike we said,

I f you have a question that you want to raise, you don't
have to wait until the end. You can grab a m ke. Mark
I's over here, and he'll hand the m crophone to you. You
can nmake your comment at that particular tinme if it's
sonmet hing you want to talk about. O if you want to wait
until M ke concludes with the Power Poi nt presentation,
and then you can, you know, make your comrent.

kay. So I'Il turn it over to Mke. Thank you.

MR. HOENI G  Thank you, Comm ssi oner

So I'"'mgoing to be going over Part 547. And N m sh
Purohit here is going to help nme out on sone of the nore
techni cal aspects of the explanations. So as we go
t hrough, | m ght be handing the m crophone off to him
fromtine to tine.

But just to get started, this PowerPoint is going to

tal k about the changes to the existing regul ations, so
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there's going to be sone sections where we just skip
through it because there may not be any nmj or changes.

So just starting nost generally, the first five
sections of the existing regulation were rearranged for
nore | ogical flow For exanple, the definitions section
was nmoved up to the front. | think, in the existing
regulation, it's three or four sections in. So we just
figured it's better to have all the terns right up front
so everybody knows what they nean as they go through the
rest of it.

We put the inplenentation section at 547.3. 547.4
Is all the rules of general application, and we'll talk
about those again a little further in just a nonent. And
kind of the nmeat of the regulation, with all the
conpliance requirenents, are at 547.5. That's where al
t hat begi ns.

And then within each section, sonme of the
I nformati on was reorgani zed, so we may have taken
sonet hi ng out of one section and put it into another one
If it seemed to nake nore sense.

So in the definitions section, the first definition
to talk about is the definition for EPROM and |I'm goi ng
to let Nimsh talk about this one.

MR PURCH T: Thanks, M ke.

Everyone that's been in gamng for a while, you' ve

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 20

probably heard of EPROM It's erasabl e progranmmbl e
read-only nedia. And the reason why it was designed --
and there were sone nore regulations that were put in
here, and technical standards -- is for those |egacy
products that still do have EPROM

The sections related to the EPROMs gives the Tri bal
Gam ng Reqgul atory Authority an option to actually have
the products tested. And subsequently, when it does cone
in, any of the regulations that you have, and the
techni cal standards, are there to nmake sure that the
EPROVs are tested and subsequently approvabl e under the
tech standards.

MR. HCENIG  Thank you, Ni m sh
Anot her definition that was added was the definition

of "patron," and that was added after the Tribal Advisory

Conmittee -- based on their reconmendations. W also
added definitions for "advertised top prize," "audit
node, " "enroll,"” and "unenroll,"” all terns that are used
t hr oughout the regul ati ons.

One definition that was inadvertently, | think,

dropped fromthe discussion draft and was put back in
here was the definition of the "electrostatic discharge."
W al so added a definition for "el ectromagnetic

I nterference.”

Another one I'mgoing to et Nm sh tal k about a
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little nmore is, in the discussion draft, we've added a
definition for "proprietary Class Il system"™ Based on
the comments we got, folks found that -- the coments
found that a little confusing and weren't sure exactly
what we were trying to do with that, so it's been taken
out in the Notice of Proposed Rul enmaking.

I"'mgoing to let Nmsh talk a little bit about what
the idea was behind putting it in and again then taking
It back out, based on all the comrents.

MR, PURCHI T: So initially, back when
the technical standards were first adopted and published
In the Federal Register in 2008, fromthen on, up until
recently, we get several questions for technical
assi stance and clarification for tech standards that
al ways tal k about the fact that, if you have a O ass |
systemthat's connected to a common back- of -t he- house
system does that back-of-the-house system al so need to
be tested to these technical standards.

And t he answer for both back then, and even
currently, is that no, it doesn't have to, unless the
Tribal Gam ng Regul atory Authority requires that.

But because these are m nimal standards, and the
pur pose for making sure that that's distinguished in
here, is, we had tried adding the word "proprietary" that

says, if a particular Cass Il system by manufacturer A
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has its own unique tracking system ticketing system et
cetera, that's self-contained in the Cass Il system
only that product has to be tested to the requirenents of
547 and none of the other interoperability with that
comon back- of -t he- house system

So that's what we tried to take in the approach to
the discussion draft. And we got several comments and
f eedbacks saying that, if you use the word "proprietary,"
it does have certain other |egal connotations associ ated
wthit. And that's the reason we decided to renove
that, and here we are wth that.

Even going forward, and the approach that we've
taken wth the draft right now, is that in the preanble
we actually added clarification on why the proprietary
termwas renoved and what is the general applicability of
the standards, as far as the back-of-the-house systens
are concerned, et cetera.

MR. HCENI G  Thank you, Nim sh

And to go with that, we had al so put the word
"proprietary” into sonme of the other definitions,

i ncl udi ng cashl ess systens and voucher systens. And so
since we were taking out the definition of proprietary
Class Il system conponent, we took the word "proprietary"”
out of those other definitions as well.

The definition for "agent" does not include conputer

800-227-8440
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systens. This was a comment that we had received, asking
us to include that. Based on the review for technical
standards, it was not included.

547.3, who is responsible for inplenenting these
standards, this was nmoved from 547.5. This carries over
a lot of the language that's still in the -- that was in
the existing regulation. The inportant thing is, these
are m ni mum standards. The Tribal Gam ng Regul at ory
Aut hority can enact stricter standards if they want to.

This is not intended to be any kind of limtation on
technol ogy. Just as the other technical standards, it is
not intended to limt the kind of technol ogi cal advances
that are constantly developing in Cass Il gam ng.

Only the applicable standards applies. So if there
Is a standard here, and your particul ar systemjust
doesn't use this kind of conponent and there's a standard
in there for that kind of conponent, then it's not
applicable, so you don't have to worry about that.

And finally, it does nothing to change the state
jurisdiction over Class Il gamng. Nothing in here
affects the limtations or |ack of state jurisdiction for
Class Il gam ng.

MR, HARJU. Can | ask a question?
MR HOENIG  Sure.
MR, HARJU:. Again, |I'mPhil Harju,
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fromthe Cowlitz Tri be.

So did you receive any comments fromstate
regul ators on that, your point that there wll be no
state regulation of Class II?

MR, HOENIG W got one comment from a
state, and it wasn't the regulator. It was -- if you go
on our website, you'll see it was a comment fromthe
Al abama attorney general. But it didn't go to state
jurisdiction directly, and we addressed the comment in
the preanble. It was nore about how t hese m ght affect
classification. So we addressed his coments, thanked
himfor his comment, but there's no change in state
jurisdiction.

MR, HARJU:. | guess ny follow up
question is then, on behalf of the comm ssion, it would
be clear that there is no intent to allow any state
regul ation of Cass Il gam ng?

MR HOENIG No. That's what this is
I nt ended.

MR, HARJU:. Thank you.

MR, HOENIG Ckay. Geat.

Let's see. So 547.4, this is, what are the rul es of
general application for this part. W noved this from
547.5, | believe.

The bi ggest change here is the renoval of the
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m ni mum odds requirenment. The existing regul ation has
fai rness standards which requires the odds for the top
prize -- winning the top prize to be less than 1 in
100 mllion. That's been renoved, and we'll talk about
it alittle bit further in this presentation.

| nstead, there's been a new notification
requirenment. So if the odds are greater than 1 in
100 mllion, soneplace on the machine or the display of
the systemhas to notify the patron of that. W'IIl talk
about that just a little further down the presentation
her e.

The test |ab nust cal cul ate and/or verify the
mat hemati cal expectations and report to the TGRA. This
is the test lab figuring out the nathenmati cal
expectations and then giving a report to the TGRA

In addition to this, if the TGRA wants to do their
own test, they can ask the manufacturer to submt the
mat hemat i cal expectations directly to the TGRA, so they
can verify, if the TGRA desires, verify what the test |ab
IS reporting.

As with the existing regulation, before any gam ng
equi pnent or software can be used or put on the gam ng
floor, it has to be reviewed and approved by the Tri bal
Gam ng Regul atory Authority. Al the equi pnent nust

perform according to the design and operating

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 26

speci fications.

Section 547.5, like | said earlier, this is kind of
where you get into the neat of the regulation. This is
all the requirenents that -- the standards that are set
out. This is the section that we definitely got the nost
comments on fromthe discussion draft because this is the
section that has the grandfathering provision.

The idea of the grandfathering provision is, when
the technical standards were first inplenented in 2008,
the comm ssion wanted to give a certain anount of tine
for tribes to submt all their existing ganmes for
testing. And if they were certified to a | ower standard
than the new regul ations, they could continue to be used
for five years.

That five years is up next year, | believe Cctober
of next year, or Novenber. And at that point, all the
machi nes that were grandfathered, all the Cass Il gam ng
systens that were grandfathered, either have to be
brought into full conpliance of the regul ations, the
techni cal standards, or they have to be renoved fromthe
floor.

The di scussion draft had nmade sone changes to that.
It changed it in the sense that it nade everything nore
up to date, since the initial certification period had

passed and the five years was about to run.
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Lots of comments asking that the grandfather
provi sion be just taken out, that any gane that's on the
fl oor can be continued to be used until it's -- basically
until the market drives themout or until they're broken
and need to be repl aced.

So as part of this discussion -- excuse nme. As part
of the Notice of Proposed Rul emaking, the comm ssion kind
of reset everything and put it back to where it is in the
existing reg and asked for a ot nore informtion.

So as Comm ssioner Little was saying, go through and
| ook at the preanble so you can see what the questions
are and you can see what kind of information the
comm ssion is looking to receive so they can deci de how
they want to proceed with the grandfathering.

Basically, the questions are kind of broken out into
three categories. First is, how many Cass |l gam ng
systens will be affected if the current date of
Novenber 10, 2013 -- so that's the date when all the
grandf at hered systens have to be brought into conpliance
or renoved fromthe gamng floor -- if that date is
extended, so if it's extended by, say, another three

years or another five years to give operations nore tine

to get the Cass Il gam ng systens into conpliance, what
effect will that have or how many Cl ass |l gam ng systens
will be affected. Also, what will be the regul atory
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| npacts for extending the period three years past
Novenber 10, 2013, or just renoving the tinme period
al t oget her.

I n anot her category, for any Class Il gam ng system
to be grandfathered, it had to be submtted for testing
wi thin 120 days of the regulation going into effect. So
i f anybody, any facility or any manufacturer, had ganes
and they m ssed that 120 days, they can't be
grandfathered. The wi ndow is cl osed.

So anot her question is, how many C ass Il gam ng
systens could be potentially submitted to the labs if
that 120-day period is nodified. So if it's opened up or
it's done away with, how many noncertified ganes are out
there that could be used as a grandfat hered gane, and
what woul d be the regulatory -- what woul d be the
regul atory and other inpacts of allowwing a limted
subm ssion period for those synptons that did not neet
the original deadline, so if we just -- if the comm ssion
just set up another 120 days, for exanple.

And then lastly, the idea of bringing ganmes into
conpliance without a specific deadline, but anytine a
gane or a systemwas nodified, that nodification had to
bring the ganme into conpliance or that nodification had
to be in conpliance, so it would be working towards fully

conpl i ant systens over a period of tine.
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Along the sane lines, but alittle different, is,
anytinme the systemor the individual gane had to be
repaired or nodified -- so if sonmething broke and you had
to replace a screen or a gane panel -- and that had to be
brought into full conpliance with the technica
standards, what woul d the effect be then.

So that's the information that the comm ssion is
| ooki ng for on the grandfathering provision, to bring --
so that they can nmake the nost informed deci sion.

Al'so in 547.5, the proposed rule anends the test |ab
certification requirenents fromthe discussion draft
based on the public comments. So test |abs nust note
conmpliance with standards set forth by the TGRA. This
gets rid a -- of or does away with the requirenent that
was in the discussion draft.

And |'m not sure about the existing regulations. |
kind of get themall mxed up in ny head sonetines. But
the TGRA had to test the ganes to any other applicable
federal |laws or regulations. The coments we received
were, that's way too nuch. W can't ask the test lab to
go out and research every single federal |aw or
regul ati on that may pop up.

So instead, the discussion draft requires the test
| abs to test to these standards and any ot her

requi rements that the TGRA may require. So, you know, we
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figured that the regulatory authorities and the
operations are going to know which |laws are out there
that affect the play of the ganes, so they'll know what
to include for the testing labs. And it's not our job to
enforce every single federal |aw or regul ation out there,
so that was taken out.

And then there's no substantive changes to 547.6, so
we're going to skip that and go to 547.7. And that is,
what are the m nimumtechnical hardware standards to
Class Il gam ng systens.

So the player interface nust be | abeled with the
serial nunber and date of manufacture. The di scussion
draft had the word "display,” that it had to display the
serial nunber.

We got a lot of comments, saying that was confusing
because every stand-al one device or every device has its
own display, the screen. And people were saying, well,
does it have to be on the screen or can it be anywhere on
the box, so we changed it just to say that it has to be
| abel ed.

The section also renobved any references to the
Underwiters Laboratory. Instead, now the test |ab just
has to certify that the gane has been certified to
w thstand spills, those kind of things. But each

i ndi vidual test | ab doesn't have to do that, and there's
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no reference to Underwiters Laboratory now.

547.8 is the technical standards for software. This
renoves any references to entertaining displays. The
exi sting regul ati on had | anguage in there about the
| ast-gane recall, for exanple, had to show t he
entertaining display.

And because of -- all the coments we received
rightly pointed out that the entertaining display has
nothing to do with the ganme of Bingo, it's just that.
It's an entertaining display. The Bingo gane is on the
card. There's nothing in here that requires any | onger
the last-gane recall show the entertaining display. In
fact, I think we renoved all references to "entertaining
di spl ay" throughout the regulation.

This also allows for changes in the rules, just as
the existing regul ation does, but that -- those changes
in the rules can't be automatic, and they can't be
undi scl osed. So the patron has to know anytine the rules
change.

O her than that, that's it for .8 And there's no
substantive changes to .9, .10 or .11, so we'll nove on
to 547.12.

547.12 is the technical standards for downl oadi ng on
a Cass Il gam ng system This renoves the requirenent

in the TGRA, the Tribal Gam ng Regul atory Authority,
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aut hori ze all the downl oads.

It hasn't been taken out of the general NGS5
regul ati ons altogether, but we put -- we got a | ot of
comrents, correctly pointing out that this is a contro
standard. This doesn't belong in the technica
standards. So Jennifer, when she tal ks about the M CS,
will talk about this a little bit nore, but basically
this requires the nove over to Part 543.

This also requires the Cass Il gam ng system be
capabl e of providing download i nformation, and the
downl oaded software nmust be capable of being verified by
the ass Il gam ng system That's the changes to the
downl oad requirenents.

547.14 -- there's no substantive changes to 547. 13,
so .14 is, what are the technical standards for
el ectroni ¢ random nunber generators. There's a new
requi renent that we'll let Nimsh tal k about in here that
requires the use of an unbiased algorithmw th any bias
reported to the TGRA. We'Ill et Nimsh explain that.

MR PURCHIT: 1'Il nmake sure | go a
little sl ower, because at the | ast consultation the
transcriber yelled at ne for going too fast in this
secti on.

So when you | ook at the 547.14 for the random nunber

generator technical standards, they are quite technical.

800-227-8440
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And if you look at themin their entirety, they are neant
for guidelines, just |ike with the rest of the technical
standards, for independent test labs to verify that all

of the requirenents -- applicable requirenents of 547 are
met .

And there's a section in here as well for random
nunber generators that deals with the bias in the actual
algorithmitself. And when you |look at it in context,
it's tal king about the nmapping and the scaling
requi rements and whether or not a bias exists.

So currently there is a technical standard
specifically that states that any biases of 1 in
100 mllion must be verified and then approved
appropriately.

Back in 2008, when the technical standards were
first introduced, there was a subsequent bulletin that
went out, Bulletin 2008-4, that tal ked about the fact
that one in a hundred million is not necessary applicable
to Bingo ball draws.

So the bias neasurenent itself was revised to
roughly 1 in 57 mllion, to nake sure that it was
applicable to Bingo, and that's what was actually
presented to the Tribal Advisory Comrittee when they were
review ng this.

And one of the recommendati ons that was nade and
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t hat was subsequently adopted and passed on by the Triba

Advi sory Commttee was that the actual bias itself,

I nstead of putting any nunerical quantity in there, there
shoul d just be a generic catchall that says, any bias in

the scaling algorithmof the random nunber generator nust
be reported to the Tribal Gam ng Regul atory Authority so

that the TGRA can make any deci si on on whet her that bias

IS too much or too little.

We got several comments in the public conment period
that said that, you know, that's not necessarily a
testable standard. |It's too vague. And what we're
requesting in return is, please let us know why this is
not testable or why the particular requirenent is too
vague, in any coment that you send in to us. That's
kind of the situation with this particular standard
itself.

MR. HOENIG Thank you.

So in addition to the changes in the algorithm
there are al so now sone nandatory testing requirenents.
Thi s was based on discussions with the Tribal Advisory
Committee, suggesting that these four tests -- |'m
sorry -- three tests be mandatory for all random nunber
generators.

That's the Chi-square test, the Runs test, and the

Serial Correlation test. There are still other tests
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that are nanmed in the regulation, and those are found at
the discretion of the Tribal Gam ng Regul atory Authority.

There's no changes to 547.15. So 547.16 is, what
are the mni mum standards for game artwork, glass, and
rules. Earlier | tal ked about the fact that, in the
fairness standards, we renoved the m ni num odds
requi renments, so there's no |onger a requirenent that the
odds be less than 1 in 100 m|llion.

However, if they do exceed that -- those odds, then
there has to be a notification put in -- the patron
basically has to be notified that the gane they're
pl ayi ng has odds of winning the top prize of greater than
1in 100 mllion. This is the |anguage in the
di scl ai ner.

In the discussion draft, it had | anguage sayi ng that
this has to be continuous -- continuously displayed.

That | anguage has been taken out. It doesn't have to be

al ways up there, you know, when the gane is being played.
It can be put on the rules screen or on the odds, how the
gane is played. There's no |onger any continual display.

And lastly, 547.17, this is, how do -- how does the
TGRA apply to inplenent an alternate standard to those
required by this part. This, in the existing regs, is
called the "variance section.” W've changed that in

both this section and in the Mnimum I nternal Contro

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 36

St andar ds because, in the Mninmum Internal Control
Standards, the term "variance" is used to nean a couple
different things, or at least it was.

And so to nmake sure that it was clear what kind of
variance we were tal king about, we just took this when
you're applying -- when you're trying -- when TGRA wants
to inplement a different standard than that in these
regs, it's called an "alternate standard" now.

So the regulatory authority must submt the
alternate standard within 30 days of its approval. The
chair then has 60 days to approve or object. And based
on discussions wth sone of the field staff that go out
and ook to see if these alternate standards are
reasonabl e, they said, sonetinmes 60 days is nore than
enough tinme. OQher tines it may be a little nore
conmpl ex, and so 60 days mi ght not be enough. So, if
needed, the chair may extend the review period another 60
days.

The alternate standard can't be inplenented unl ess
approved by the TGRA or the NIGC chair. Once the TGRA
approves the alternate standard, it can go into effect.
Then it gets submtted to the commssion -- to the
chai rwoman for review

And then the appeal of any objections to an

alternate standard has been taken out of this section and
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put into our general appeals section. One of the

regul atory changes that the comm ssion has nmade is to

take all the different appeals parts that were in various

parts scattered throughout the regulation and consolidate

themall into one, so you just have one appeal s process
for everything. It seens nmuch sinpler than trying to
figure out who do you appeal to, so it's all been
consol i dat ed.

| believe that is it for the technical standards.

MR, LITTLE: Ckay. Thank you, M ke.

"1l open the floor up right now to any questions or

comment s anybody has. Anyone?

There's a lot of stuff in here. | know we're sort
of in the mddle of the cooment period, so many of you
may have not had a chance to fully review this.

In the back of the room we have a taker.

M5. GREEN. Good norning. M question

actually --

MR. LITTLE: Can you state your nane
and organi zati on?

M5. GREEN: Thank you. Nancy G een,
Green Law Firm | represent the Chickasaw Nation in
Gkl ahona.

My question is, at this point have you received

enough information in regard to your questions? Have you
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recei ved responses that give you any indication how you
may consi der changi ng the grandfathering provisions?

Have you -- well, and | say that because | note that
there are changes that you've proposed in different
parts, and so |I'mjust wanting to know if you have any
f eedback, so to speak, in regard to proposed or possible
changes to the grandfathered provisions?

MR LITTLE: Cbviously, the feedback
we' ve got -- we've done four previous consultations.
We've heard that there were sone issues with that, that
we were review ng.

As far as witten comments, like | said earlier, the
only witten coments that we've gotten to date are fol ks
requesting an extension of tinme. So, you know, just I|ike
with other regulations and just like wth the discussion
draft, we're going to wait until the comment period
cl oses and we've had a chance to fully review all the
comments, all the transcripts, and everything that has
been presented to us before we make a deci sion.

M5. GREEN: In regard to the extension
of tinme, | understand now it is --

MR, LITTLE: August 15.

M5. GREEN: August 15. And is that a
time period sufficient for the rules -- whatever changes

to be inplenmented during this NIGC ternf?
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MR, LITTLE: Yes, we believe so.

M5. GREEN:. That's all | have.

MR LITTLE: Thank you, Nancy.

kay. |Is there any other fol ks that want to make a
conment ?

CHAl RMOVAN STEVENS: | asked this
during the panel yesterday, and we have a nunber of
tribes that are represented here. Could | get a show of
hands of the nunmber of tribes that have Cass I
machi nes?

kay. |I'mgoing to do a count for the record, nore
hands are popping up. So it's about 16. There nmay be
duplicate tribes here that are represented.

"' mwondering -- ny first question then is, how nmany
of these are on mxed floors, mi-x-e-d, so your twes are
mxed in with your threes?

Ckay. There's about -- it |ooked |ike about 13. |
al so want to know which tribes have a stand-al one Bi ngo
or Cass Il facility? Mickleshoot -- so four. In
addi tion, you may al so have stand-al one C ass 1|1
facilities, but also have a m xed floor, mi-x-e-d.
W'l talk about the MCS in a nonent.

I"mjust trying to gauge sort of what the effect is
in this particular region, but | also realize there are

some other folks here that are from ot her regi ons besides
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t he Nort hwest.

Now, we would certainly ask that -- | know many of
the people here who are attending today are regul ators
and probably just wanting to get information from us
t oday and may not necessarily have comments to submt to
the record, and you all probably have to go back to your
tribal councils and nmake sure, you know, what your
position is after you've evaluated this regul ati on and
its potential effect on your facilities.

But please do provide witten comment, as the
associ ate comm ssioner said. W've received very
facility- and tribal-specific coments on the discussion
draft, which is incredibly hel pful because it did inform
our -- the proposed draft that is out today.

So pl ease do evaluate that, given the nunber of
hands that | saw conme up, and how this particul ar
regul ation, Part 547 -- how it reads, howit would affect
you.

If there's good things, too, because we do like to
have sonme affirmation that we got it right, and part of
that is the contribution that tribes have made to the
proposed rul es.

So we want to -- you know, if it does work, please
tell us. |If there's inprovenents that need to be nade or

how this m ght affect your tribe, please do submt that

800-227-8440
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in witing.
MR, LITTLE: Gkay. Any other
comment s?
| guess we can nove on to the Part 543. | would
say, if there's -- like the chairwoman said earlier, if

there are any folks that need to nmake a statenent for the
record for their tribe, you can do so now.

W' ve got a schedul ed break at 10:30. W're
t hi nki ng nmaybe we'll get through the PowerPoi nt before
that or -- after we finish the PowerPoint presentation,
we' ||l take the schedul ed break and conme back and do the
Q and A

"1l turn it over to Jennifer Ward to go through the
Part 543 presentation.

M5. WARD: Good norning. |'mJennifer

War d.

We're tal king today about Part 543, the M ni num

Internal Control Standards for Class Il gamng. This
part addresses only Cass Il ganes and their associ ated
functions. It's not on the slide, but it's inportant to

note again that the comment period has been extended, and
t hat cl oses on August 15.

This proposed rule, it's based on the discussion
draft, which was a new docunent, and we took ideas and

| anguage from many sources, and those included the
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current MCS, the TAC recommendati on, the TGAG gui dance,
and the 2010 proposed M CS

There are a few changes fromthe di scussion draft
that we made generally here throughout this proposed
rule. One of those is that we reviewed the use of

"agent," "person," and "personnel" throughout, and we

made changes to nmake sure that when we're using the term

"agent," we actually nean agent and not sone ot her
person, |ike perhaps energency personnel that needs to
get into the facility.

W also inserted "as needed" |anguage in each of the
supervi sion provision, and this excepts the IT section.
W' ve done that to pronote consistency in the proposed
rule. W' ve al so added supervision provisions for the
patron deposit account, lines of credit, and surveill ance
secti ons.

W' ve anended a few of the definitions here fromthe
di scussion draft. One of those is that the drop proceeds
definition has been anended to include financi al
I nstrunment storage conponent proceeds.

W realized that the original definition in the
di scussion draft only included drop boxes. W wanted to
make sure that we were including Class Il ganes systens

as wel | .

The "drop" definition has been del eted as
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unnecessary because the process of collecting the boxes
and the conponents is described in the drop and count
section itself.

Unchanged fromthe di scussion draft is the
definition of "gam ng pronotion.” And that's altered
fromthe current MCS to include only those pronotions
that require gane play to participate.

So, for exanple -- we'll talk about this nore
| ater -- but a tunmbler drawi ng that anyone can slip a
card into. That would not be considered a gam ng
pronotion under this part.

W' ve al so added the definition of "sufficient
clarity.” And this is the sane as in the di scussion
draft, but it's been anended fromthe 2010 proposal.
This definition continues the 20 franes-per-second
m ni mum but al so adds, it nust be a resolution
sufficient to clearly identify the activity being
recor ded.

There was one comment that suggested the 20 franes
per second may limt technology. And the comm ssion
requests comrent on whet her the 20 frames per second or
equi val ent | anguage, if that was added, woul d that
resol ve the concern. The conm ssion also invites
comrents on how the 20 frames per second may limt

technology. W weren't clear on that in the first place.

800-227-8440
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Section 543.3, how tribes conmply with this part.
These are m ni num standards, and a Tribal Gam ng
Regul atory Authority may establish additional controls
that do not conflict with this part.

The regul ati ons provide a framework that recognize
the significant role of TGRAs. Throughout this docunent,
the TGRAs are required to establish thresholds for
I nvestigating variances and i npl enent procedures for
various standards.

There are different conpliance deadlines for
established facilities and new facilities. Existing
facilities have 12 nonths to cone into conpliance, and
the new facilities nust conply upon opening.

Then Section 543.4, does this apply to small and
charitable operations. There was a question here as to
whet her the exceptions for small and charitable gam ng
are redundant to each ot her.

Historically the charitable gam ng exception cane
first and established a $3 million threshold and sets
forth additional criteria for charitable. Later, the
smal | gam ng exception canme in, and it also has a
$3 million threshold, but doesn't have the additiona
criteria.

We're wondering if we can stream ine the regulation

by del eting the charitabl e exception because it's already
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covered. Those charitable gam ng operations are already
covered under the $3 million small gam ng threshol d.

W' ve received sone comments that said it may
m sl ead people into thinking there's no |onger a
charitable extension and that, if it's not broke, don't
fix it, but we requested additional comments on that.

Section 543.5, how tribes apply to use an alternate
standard. This is just what M chael was talking about
earlier. Inthis MCS part, we discuss variances as
anything that differs fromthe expected result. So if
you' ve got a win percentage that's comng in that's not
what you're expecting it to be, that's a variance that
may or may not need to be investigated.

W changed the | anguage here. This is a newterm
It's an alternate standard. So if the tribe has a
different standard other than what the MCS require
that's still as stringent, they can apply to the
comm ssion to have that used instead.

And the TGRA may approve the alternate m ni num
standard. They submt it to the NIGC chair for approval,
and the NIGS chair has 60 days. And we've heard fromthe
field that sonetines 60 days is nore than enough tinme and
other times it's not nearly enough, so this provision
al so allows the chair an additional 60 days if that's

necessary. In the neantine, before the tribe -- before
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the NIGS chair approves the alternate standard, the tribe
can go ahead and use that standard, so long as it's been
approved by the TGRA

Section 543.8, MCS for Bingo. This underwent
significant revision fromthe discussion draft, based on
public comrents. W heard fromnmany that Bingo is Bingo,
and you don't need to distinguish between manual Bi ngo
and gam ng machi nes, and the conm ssion agrees. And as a
result, the Cass Il gam ng system Bi ngo and manual Bi ngo
have been conbi ned into one section here, based on the
public comments, and that's 543. 8.

543.7 has now been reserved. This section is |ess
procedural than the existing MCS, but it requires the
TGRA and/or the operation to establish controls that neet
detailed criteria. For an exanple of this, you can take
a |l ook at 543.8(b)(1) that discusses Bingo card
Il nventory.

This also requires verification of prizes over
$1200. And as another result of public coment, we
corrected an earlier oversight that now all ows gam ng
systens to serve as the sole verifier and validator for
payouts | ess than $1200 and as one of the validators and
verifiers for payouts of nore than $1200.

Section 543.9, the MCS for pull-tabs. Pull-tabs

continue to require a $600 or nore prize verification.
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And we've al so added the ability that the ki osks may
be capabl e of redeem ng and reconciling pull-tabs. W
received a comment that said it may limt technology if
we require machines to deface the pull-tabs. Currently
defacing is required by anyone processing pull-tabs,
doi ng the redeem ng and reconciling of them

And because nmachines may not be able to do that,
this part has been anended to all ow ki osks to do the
redeem ng and reconciling of the pull-tabs, so |long as
those pull-tabs are then secured and destroyed in

accordance with TGRA policy after being renoved fromthe

machi ne.
We are going through this fairly quickly. | just
wanted to i ssue another rem nder. |If you have a conmment

or a question as |'m going through, please feel free to
interrupt me. W're here for you and your comments and
your questi ons.

Section 543.10, the MCS for card ganes, this
section requires the TGRAs to review and approve
cancel | ati on and renoval procedures. And it continues
the standard that no adm nistrative or overhead fees nmay
be taken from player pool funds.

W did receive one comment, that the supervision
section may not be adequate to provide supervision of the

card room and we requested additional comments on that.

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 48

That section, as it reads, allows a dealer to function --
a supervisor to function as a deal er and have di sputes
resol ved by a supervisor from anot her departnent. Those
comrent s suggested that may not be adequate supervision,
so we had requested additional comments there.

Section 543.12, the M CS for gam ng pronotions and
pl ayer tracking. The gam ng pronotion standards again,
as we discussed in the definitions section, gam ng
pronotions are limted under this part to only those
pronotions that required gane play to be eligible to wn.

So again, a door prize, tunbler raffle, anything
that patrons can put a free card into to wn, that's not
covered here. Anything that requires gane play to be
eligible for the prize, that's covered under gan ng
pronotions. Simlarly, this section covers player
tracki ng systens because it's tracking gane play and
awar di ng prizes based on gane pl ay.

Section 543.13, the MCS for conplinentary services
and itens. The TGRA and the operation are to establish
specific controls and procedures for conps, and the TGRA
establishes the threshold for recording those conps.

Section 543.14, the MCS for patron deposit accounts
and cashl ess systens. W renoved any reference to
unrestricted player accounts because it conflicts with

t he Bank Secrecy Act which doesn't allow accounts to be
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accessed by anyone. |It's got to have a specific person
associ ated with the account and know who's accessi ng
t hat .

543.15, the MCS for lines of credit. This covers
the establishnent of |lines of credit. And we have
received -- | think it was maybe one comment, there may
have been nore -- suggesting this provision may be
unnecessary, and we invite comments on that.

We have heard at several consultations that many
tribes still do use lines of credit, and we have heard
fromother tribes that they' re considering beginning to
use lines of credit. |If thereis a reason this is
unnecessary, please submt your conmments and | et us know.

Section 543.17 is the MCS for drop and count. This
has been sinplified and allows for nore TGRA and
operation discretion. However, you'll note, when you go
through this section, that drop and count is still a very
procedural section, because that's what drop and count
Is. It's the nature of the beast.

Section 543.18, the M CS for cage, vault, cash, cash
equi val ents, and ki osks. Here we've added ki osks into
this section. It requires further that any cage i ncrease
or decrease of $100 or nore must be verified, docunented,
and recorded, and that pronotional paynments of $100 or

nore nmust be docunent ed.

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 50

Section 543.20, the MCS for information technol ogy
and I T data. This is where you'll find the downl oad
requi renents that M chael discussed in 547.12. It also
covers Cass Il gam ng systens and physical controls.

You see the whole |ist here about what's in this
section. | won't read through all of it, but hitting a
few, you have the physical security and | ogical security.
The renpte access -- these are all inportant parts, but
renote access is particularly inportant. Data backups
and software downl oads, you'll find all of those here in
this 543. 20.

And in this section we've added a definition of
"systent in the IT section, based on public comments for
t he discussion draft. There was conment that our use of
"systent nmay be confusing, and it nmay be confused
particularly with Class Il gam ng system

And we wanted to specify that here "system' neans
anything associated wwth the IT system | can't renenber
what those exanpl es were.

Rest, what's part of the systemwe added in the IT
definition? Do you renenber?

MR, WEST: Well, just general server
and --
M5. WARD: The server system And

there were additional parts that | don't have in front of
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me. Anyway, the definitionis there. The point is that
It distinguishes it, and it clarifies that we're not
tal king about the Cass Il gam ng systens.

MR. VWEST: It would also be like the
ot her periphery equi pnent that's not in the Cass I
gam ng systens.

What ever other |IT systens that are not directly
related to the Class Il gam ng systens that would al so be
covered by the IT MCS are included in the IT section.
This mght be if you have IT data -- a conputerized
system for your cage inventory, Bingo card inventory, any
ot her systens that the IT MCS would cover.

M5. WARD: Thank you, Rest.

Section 543.21 is the MCS for surveillance. This
requires that caneras wth sufficient clarity nonitor the
count room the card tables, and the cage and vault. And
again, that "sufficient clarify" definitionis the 20
frames per second and at a resolution to clearly identify
the activities.

For Cass Il gam ng systens, the surveillance nust
i nclude the jackpot neter. And here we've al so responded
to public comments, and we've renoved the requirenent
that surveillance of the Bingo server is required.

After reviewwng it, we've determned that there is

no |l onger a need to have surveillance in the m ni mum
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standards. The TGRA is free to require it, but in the
m ni mum st andards, there was no need to require
surveillance at the Bingo server because that's covered
adequately by the physical and | ogical controls that are
addressed in the I T section.

The comm ssion invites coments on whether the
one-year retention period for surveillance footage is
appropriate. Cenerally the surveillance retention period
is only seven days. |In cases where there is footage of
suspicious activity, suspected crines, and detention by
security personnel, this proposed rule requires a
retenti on of one year.

The comm ssion invites coments on whether that's
too nuch or not enough or just right or there's sone
other alternative. This also requires the TGRA toO
approve procedures for reporting suspected crinmes and
suspi ci ous activity.

Section 543.23 is the MCS for auditing and
accounting. The annual requirenents in this sections got
adopted by the Tribal Advisory Commttee's
recommendat i on.

And 543.24, the MCS for revenue audit. This has
been separated out from audit and accounting. It
specifies the frequency for each testing procedure, and

t he ganme sections have been adopted fromthe Triba
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Gam ng Wrking G oup guidance. You'll also see here that
t he Bi ngo sections have been conbined in the audit
section as well to reflect the change that was nmade to
543.7 and 543. 8.

And we' |l open up the floor to questions and
coments, if you have any. And while you're questioning
and conmmenting, there is the address that you can send
the public coments to. There's an e-mail address, a
U.S. nmail address, hand-delivery address, and a fax
addr ess.

MR, LITTLE: Thank you, Jen.

Ckay. That was a lot of infornmation there. W're
com ng up on a break here.

Why don't we take a question here, and then we'l|
nove to the break. Please state your name and your
or gani zat i on.

MR, WOCLSEY: Tom Wol sey, fromthe
Colville Tribes.

Just a small, mnor thing. On this existing versus
new facility conpliance, |I'mwondering if you guys are
going to have sone sort of definition of what constitutes
a new facility versus an existing one?

| know that a lot of tribes in the past, let's say
they've built a new facility, and then they' ve used

their -- the old one becones a bingo hall or sonething
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| i ke that and then the newone is primarily Class IIl, so
is that a new facility?

O let's say they tear one down and build on the
exact same footprint or they add significant square
f oot age through sonme sort of new wi ng or sonething |like
that. Were do you draw the line as to what's new and
what's exi sting?

MR LITTLE: That's kind of a very
uni que question and probably sonething we'd have to think
about. It mght be sonething you mght want to put into
a comment and send it in. That would be very hel pful.

M5. WARD: For the tinme being at
| east, it should be covered in Part 549 that covers the
facility |icensing.

MR WOCLSEY: (kay.

MR. LITTLE: Is there a conment that
anyone would |like to make right now?

If not, we're comng up on a break. How about we
cone back at 20 mnutes until 11:00. That will give you
time to, you know, take a break and maybe put together
some thoughts. We'Ill cone back and take sone questions
on either this part or Part 547. W'I|| see you at 20 to
11: 00.

(Recess from10:24 a.m to

10:46 a. m)
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CHAl RAMOVAN STEVENS: Ckay. |If we can
go ahead and get started. Hope everybody had an
opportunity to return those e-mails and phone calls and
get sone coffee.

So | want to hand it back over to Associate
Commi ssioner Little so we can open the floor up for
comments on the Part 543 that we just covered, or
Part 547.
MR LITTLE: Thank you, Chairwoman.
Before | call for some questions, | just want to --

for the record, we did receive, during the break, witten

comrents fromthe Spokane Tribe of Indians, and | just
want to say, we'll put this in the record.
Ckay. |Is there any comments? Fol ks want to -- had

a chance to think about everything that was in
presentati on and put together sone thoughts on either
Part 543 or Part 547? 1'll open the floor.
M5. REPIN.  Jennifer Repin, Snoqualme

Gam ng Comm ssi on.

| do have a question, since this is the |argest area
that's been tal ked about, is Internet gam ng. Now, |
know that that's the next relevant step in the
progressi on of gam ng.

How is that going to apply to the 547, with the
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internal controls for the system being that, if we want
to take, per se, a Bingo gane online, you know, play, are
there thoughts of incorporating that into technica
standards now or is that going to be a step later, you
know, kind of nore after the fact?

CHAl RAOVAN STEVENS: Wel |, right
now -- | appreciate that question. Right nowthere is
not enough information. There is certainly not any
federal legislation authorizing the NIGC to do anyt hi ng
i ke that.

There are a nunber of bills out there right now that
don't name the NIGC. There are a nunber of other factors
that cone into play that we just don't know. There are
t oo many unknowns and too many vari ables, so we woul dn't

be able to address that in what we're doing with these

parts.
So to answer your question, we'll probably -- if
anyt hi ng does ever happen, it wll probably have to

happen after the fact, because right now there's too nmany
unknown vari abl es.
MR, DURHAM David Durham from
Tulalip Tribes of Washi ngton.
In regards to the surveillance requirenents for the
one-year retention period, is that going to be the

server-based retention, or would renovabl e nedi a such as
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DVDs or CDs be sufficient for retention?

M5. WARD: It doesn't matter how the
tribes retain that surveillance, so long as they retain
it. If you ve got a copy that's burned onto a DVD
that's fine, or any other nmethod you nmay have for stori
it.

MR, LITTLE: And the other question

ng

woul d be, it's that one-year tine period. That was a --

that was included in the Tribal Gam ng Working G oup
gui dance docunent. That's really where we got the one
year. |It's substantially |onger than what we were
| ooki ng at.

W're really interested in hearing, is that too nuc

time, is that not enough tine, or how does that affect

h

your facility. So if you're thinking about submtting a

comrent, maybe think about addressing that point too.
appreci ate that.

Any ot her commrents?

MR BI LLI NGSLEY: Ken Billingsley,
fromthe Confederated Tribes of Warm Springs.

For the record, since we do have a transcriptioni st
here, the tribe that | presently work for is very
interested in Class Il ganmng to offset set sone of
the -- for econom c devel opnent purposes, and they're

definitely very interested in getting sone know edge
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about Cass Il gam ng.

So we went to the extent of putting in a training
request well in advance, submtted it through the
Portl and Region office, went through the channels, and
have not heard anyt hi ng.

["'min the position where | want the tribal counci
to understand what they're getting into, just |like every
other tribal council, | believe, wants to know what
they're getting into, howit's regulated, how it works,
so that they can make sone -- put people to work and
generate sone additional revenue for the tribal people.

We have not heard nothing about this training
request, so the chairman of the tribe wote a letter to
Chai rworman Stevens. To this date, we have not heard a
single thing back. Tribal nenbers aren't here today. |
know t hey have had sone questions, but they felt |ike
t hey were shunned.

Nl GC travels around. I'ma -- for the record, I'ma
former region director. |'mnot a disgruntled enpl oyee.
Thi s conm ssi on has gone around fromthe begi nni ng.
Training is a priority. They've devel oped an ACE system
assi stance, conpliance, and enforcenent.

Vell, we're asking for assistance so we can be in
conpliance if the tribe chooses to go down this road, so

we don't have any enforcenent action brought against us,
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but we can't get it.

| understand that the letter is on the chief of
staff's desk, who denies or approves of all training. W
haven't heard one thing fromthe initial request, whether

it's going to be granted, denied, nothing.

Transparency -- where is the transparency? And
oddly, a chairperson's -- the chairman of the tribe's
witten letter -- this tribe is very interested in this

stuff. They took tinme, set aside tinme to attend this
training. W haven't heard a word.

| beg of this comm ssion to take all these requests
seriously, to honor these requests when they are needed,
and first and forenost, respond to these tribal |eaders.
My opinion of that, for what it's worth, it's
unpr of essi onal when you don't even respond to tri bal
peopl e.

Being a forner tribal |eader, United States
Governnent has a trust responsibility. The National
I ndian Gam ng Conmm ssion is part of that federal system
part of the Departnent of the Interior that needs to
respond to tribal |eaders. They're there for the benefit
of the tribes.

So with that, | wanted to nake this on the record.
And | would like those questions answered so | can take

the answers back to the tribal chairman on why this
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request, nunber one, wasn't even -- if it wasn't granted,
what was the reasons for it. Can we get it later on down
the road. And the chairwoman, why the tribal chairman's

| etter was not ever answered, witten, sent in.

Thank you very nuch.

CHAl RAWOVAN STEVENS: Wel |, thank you
for your cooment, M. Billingsley. | do want to say we
woul d be happy to tal k about this as an asi de.

| appreciate that there is sone tie to 543 and 547
as the Confederated Tribes of Warm Springs is considering
whet her or not to go into Class Il gamng. Although not
specifically relevant to the proposed rules at hand, |
can appreciate there is somewhat of a tie here.

And for the record, | do want to say, | do have your
letter. | do have the chairman's letter. There has been
comruni cati ons back and forth, not denying the request,
but actually trying to schedule it at a tine that is
appropriate for both the tribe and the NIGC with our
staff's currently established cal endar.

| believe that there is an outstandi ng question to
the tribe fromthe N GC about what tine would be
appropriate for the tribe. So just for the record, | do
want to say that there has been comruni cati on back and
forth, and I'd be happy to talk perhaps to the chairnman

nyself directly to make sure that it is clear that we are
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handling this, and we do not deny requests. W gladly
and happily schedul e them as appropriate for everybody's
cal endar invol ved.

So with that, | would Iike to defer this
conversation to after the consultation and allow for the
time -- the remainder of the tine to go to the
i ndi vidual s who do want to speak directly to the proposed

rul es that are published right now.

If not, | would encourage everybody again to read
the preanble and -- you know, also it's not just for
comments. If you do think of something, or in your
di scussion, as you go back to your tribal council, you

can al so contact these nunbers.

You can e-mail us. You can call us. You can talk
to Jen or Mke or any of us, if the question does cone up
or you need sone clarification as to what's published

right now W would be happy to answer your questions if

that will help informyour conments, so that it's
clear -- there's a clear understanding of what's being
proposed. So it's not just for coments. It's opento

guestions and clarification.
MR. HARJU:. Again, ny nane is Phil
Harju, fromthe Cowitz Tribe.
| want to extend ny thanks to the people of Squaxin

I sl and for hosting us here in their territory.
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| have just one question on -- | know you have
published in the Federal Register. Do you have the
proposed rul es also on your website too so that people
don't have to dig it out of the Federal Register? They
can go right to your website?

| also want to thank the entire comm ssion and staff

for comng out and being -- making this presentation and
answering our questions. | want to |let the chai rwoman
know, | had a very nice conversation with Jennifer, and

she was very know edgeabl e and hel pful on ny questi ons,
and | thank her personally for her work. And again,

t hank you for com ng out and being here in Indian
Country.

CHAIl RMOVAN STEVENS: Thank you. W
al | appreciate your kind coments very much and al so
appreciate the Squaxin Island's generosity in hosting, as
t hey al ways do.

MR. HARJU: Your website is what?

CHAl R\MOVAN STEVENS: Qur website is
nigc.gov. And on the right side, the announcenent, press
rel eases, anything that we do is -- that has quick
access. There's links usually right there that | ead you
right to the electronic Federal Register. Right nowit's
the top two on the right under Current Activities.

On the left is Tribal Consultation, and under 2011,
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2012 is everything that we've done from Novenber 2010
until now. transcripts, comrents, drafts, proposed
rules, and even final rules. So there's everything on
one side, and then specifically the Federal Register
notices on the right, so you can find themthere.

| do also want to echo your appreciation for our
staff because we have really worked on staff very hard
over the past -- at least the two years in the tine that
this conm ssion has been here, because we have had such
an anbi guous agenda and schedul e.

And not just, you know, our staff, but to all of you
for keeping up with us, all the tribes' participation and
contribution to this process because without that -- you
know, as one of the three regulators at the table,

w thout that, we don't have a -- we can't nmake a fully
consi dered, well-infornmed decision about regul ations that
af fect everybody.

MR. HARJU:. Thank you.

CHAl R\MOVAN STEVENS: I f there are no
ot her questions or coments at this tinme, | want to again
t hank everybody. | want to hand it over to the associate
comm ssioners for their |ast words.

MR, LITTLE: Thank you, Tracie.

Like | said, look forward to your comments. You all

set that bar very high during the discussion conment
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period tinme, so we'll be expecting sone really good,
t hought ful comments.

| appreciate the tinme that you all have taken out of
your day to cone here, and | really appreciate the -- you
know, your participation because this is a joint effort
to nmake sure that, you know, we can strengthen these
regul ati ons and continue to provide a regulation to keep
this industry strong. | want to thank you all today and

w sh you safe travels.

M5. COCHRAN: |, too, echo the sane
sentinments of Conm ssioner Little. | appreciate your
time. | know that your tinme is valuable and we' ve taken

you away from your normal duties. W thank again the
Squaxin for their hospitality, and I w sh you safe
travels and | ook forward to hearing your comrents.

CHAIl RWOVAN STEVENS: Okay. Well, wth
that, on behalf of the NNIGC, we want to thank you for
your attention and participation. And again, we |ook
forward to your contribution to this process. Again, if
you have any questions, feel free to contact us.

In wapping it up, please have safe travels. Thank
you.
(Proceedi ngs concl uded at

11: 02 a. m)
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STATE OF WASHI NGTON ) |, Barbara L. Brace, CCR RPR
) ss a certified court reporter
County of Mason ) in the State of Washi ngton, do

hereby certify:

That the foregoi ng proceedi ngs were taken before
me and conpleted on July 19, 2012, and thereafter was
transcri bed under ny direction; that the foregoing is a
full, true and conplete transcript of the proceedi ngs;

That | amnot a relative, enployee, attorney or
counsel of any party to this action or relative or enpl oyee
of any such attorney or counsel and that | am not
financially interested in the said action or the outcone
t her eof ;

That | am herewith securely sealing the said
transcript and pronptly delivering the sane to
Attorney Rita Homa

I N WTNESS WHERECF, | have hereunto set ny hand
and affixed nmy official seal on the 25th day of July, 2012.

Barbara L. Brace, CCR, RPR
Certified Court Reporter No. 3010
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