§543.3 How do tribal governments comply with this part?

Comparison of July TGWG Submission to 2008 Proposed MICS

On October 8, 2008, the NIGC published final Class III MICS in the Federal Register. 73 FR
60492. The effective date of that rule has been postponed until 2012. 76 FR 53817.In 2010, the
NIGC posted on its web-site draft Class II MICS. The 2010 draft regulations did not suggest new
language for § 543.3. Because there is no draft 2010 regulation, this document will compare
the TGWG MICS proposal to the 2008 MICS published in the Federal Register.

Editing convention: The words in blue (underlined) and red (struck-through) are the additions and

deletions made by the TGWG.

2008 Proposed MICS TGWG Version

§ 543.3 How do tribal governments comply
with this part?

(a) Compliance based upon tier. [Reserved]

(b) Determination of tier. [Reserved]

(¢) Tribal internal control standards. Within six
months of October 10, 2008, each tribal
gaming regulatory authority must, in
accordance with the tribal gaming ordinance,
establish or ensure that tribal internal control
standards are established and implemented that
must:

(1) Provide a level of control that equals or
exceeds those set forth in this part; and

(2) Contain standards to identify, detect and
deter money laundering in furtherance of a
criminal enterprise, terrorism, tax evasion or
other unlawful activity. The standards should
be designed to facilitate the keeping of records
and the filing of reports with the appropriate
federal regulatory and law enforcement
authorities.

(3) Establish a deadline, which must not exceed
six months from the date the tribal gaming
regulatory authority establishes internal
controls by which a gaming operation must
come into compliance with the tribal internal
control standards. However, the tribal gaming
regulatory authority may extend the deadline
by an additional six months if written notice
citing justification is provided to the
Commission no later than two weeks before the
expiration of the six month period.

(d) Gaming operations. Each gaming operation
must develop and implement an internal
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(a) Determination of tier.
(1) The determination of tier level shall be

made based upon the annual gross gaming
revenues indicated within the gaming
operation's audited financial statements.

(2) Gaming operations moving from one tier
to another shall have nine (9) months from the
date of the independent certified public
accountant's audit report to achieve
compliance with the requirements of the new
tier. The TGRA may extend the deadline by
an additional six (6) months if written notice
is provided to the Commission no later than
two (2) weeks before the expiration of the
nine (9) month period.
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gammg—%gul&tefy—&&eheﬂty—b) TICS TGRAs
shall ensure that TICS are established and

implemented that provide a level of control
that equals or exceeds those set forth in this
part.

(1) Evaluation of Existing TICS. Each TGRA
must, in accordance with the tribal gaming
ordinance, establish-or-ensure-thattribal
mnternal-control standards-are-established-and
implemented-that must-determine whether
and to what extent their TICS require revision
to ensure compliance with this part.

control system that, at a minimum, complies oPrerde s leneal o oo e Libint con b o
with the tribal internal control standards. oo thone ot Lopth fs thbe s v

(1) Existing gaming operations. All gaming (2) Containstandardsto-tdentify—detectand
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operations that are operating on or before
November 10, 2008, must comply with this
part within the time requirements established in
paragraph (c) of this section. In the interim,
such operations must continue to comply with
existing tribal internal control standards.

(2) New gaming operations. All gaming
operations that commence operations after
April 10, 2009, must comply with this part
before commencement of operations.

(e) Submission to Commission. Tribal
regulations promulgated pursuant to this part
are not required to be submitted to the
Commission pursuant to Sec. 522.3(b) of this
chapter.

(f) CPA testing. (1) An independent certified
public accountant (CPA) must be engaged to
perform "Agreed-Upon Procedures" to verify
that the gaming operation is in compliance with
the minimum internal control standards (MICS)
set forth in this part or a tribally approved
variance thereto that has received Commission
concurrence. The CPA must report each event
and procedure discovered by or brought to the
CPA's attention that the CPA believes does not
satisfy the minimum standards or tribally
approved variance that has received
Commission concurrence. The "Agreed-Upon
Procedures" may be performed in conjunction
with the annual audit. The tribe must submit
two copies of the report to the Commission
within 120 days of the gaming operation's
fiscal year end. In performing the compliance
audit, the CPA

must use the Statements on Standards for
Attestation Engagements No. 10 at Sections
101 ("Attest Engagements") and 201 ("Agreed-
Upon Procedures Engagements") (collectively
"SSAE's"), July 12, 2007, American Institute of
Certified Public Accountants Inc, (AICPA).
SSAE No. 10 at Sections 101 and 201 are
incorporated by reference into this section

with the approval of the Director of the Federal
Register under 5 U.S.C. 552(a) and 1 CFR part
51. To enforce any edition other than that
specified in this section, the Commission must
publish notice of change in the Federal Register
and the material must be available to the
public. You may obtain a copy from the

enforcement-authorities—Compliance Date.
All changes necessary to ensure compliance
with this part shall be promulgated within
twelve (12) months from the effective date of
this part and implemented at the
commencement at the next fiscal year. At the
discretion of the TGRA, gaming operations
may have an additional six (6) months to
come into compliance with the TICS.

(3) Establish-a deadline, which must not

(-Gaming-operations—c) SICS. Each
gaming operation must develop and
implement an-internal-control-systerra SICS
that, at a minimum, complies with the tribal
fakerralbeontrabobndard - TICS,

(1) Existing gaming operations. All gaming
operations that are operating on or before
November 102008 _the effective date of this
part, must comply with this part within the
time requirements established in paragraph
(eb) of this section. In the interim, such
operations must continue to comply with
existing tribal-internal-controtstandards-TICS.
(2) New gaming operations. All gaming
operations that commence operations after
Apri10;:-2009;-the effective date of this part,
must comply with this part before
commencement of operations.

(ed) Submission to Commission. Tribal
regulations promulgated pursuant to this part
are not required to be submitted to the
Commission pursuant to Sec. 522.3(b) of this
chapter.
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American Institute of Certified Public
Accountants, 220 Leigh Farm Rd., Durham,
NC 27707, 1-888-777-7077, at
http://www.aicpa.org. You may inspect a copy
at the National Indian Gaming Commission,
1441 L Street, NW., Suite 9100, Washington,
DC 20005, 202-632-7003. All approved
material is available for inspection at the
National Archives and Records Administration
(NARA). For information on the availability of
this material at NARA, call 202-741-6030 or
go to
http://'www.archives.gov/federal_register/code
_of federal regulations/ibr_locations.html.
The CPA must perform the "Agreed-Upon
Procedures" in accordance with the following:
(i) As a prerequisite to the evaluation of the
gaming operation's internal control systems, it
is recommended that theCPA obtain and
review an organization chart depicting
segregation of functions and responsibilities, a
description of the duties and responsibilities of
each position shown on the organization chart,
and an accurate, detailed narrative description
of the gaming operation's procedures in effect

(H-EPAtestine—¢) Enforcement of
Commission MICS.

I " Ll

that demonstrate compliance. Broccdie s —peementr D feolooiioe ke

(i1) Complete the CPA NIGC MICS = T - . b
Compliance checklists or other comparable e e e B e S eeninine b L
testing procedures. The checklists should AHCPASSAENo—H0atSeetionsHoand
measure compliance on a sampling basis by Lol eimenmsmlod e polopapes Lot iy
performing inspections, observations and sectoprhthe poorerelalthe Dipoeree off
substantive testing. The CPA must complete theFedeml Penibop g dee = L1000 2000
separate checklists for bingo and information and-CEFR-part-S—Teo-entorceany-edition
technology. All questions on each applicable ctbm e the g eeiBed e i enies e
checklist should be completed. Work-paper Combrdenmmbpellivhastes o lbelaneein
references are suggested for all "no" responses | theFederal Registerand-the-material-must-be
for the results obtained during testing (unless a | availableto-the publie—You-may-obtaina
note in the "W/P Ref" can explain the copbrsmthedmerionn T ot o D e e
exception). e e
(iif) The CPA must perform, at a minimum, the | Purham NE277071-888F77F7077-at
following procedures in conjunction with the B desn pee o s el
completion of the checklists: seespenitho b iona i dinn-Cening

(A) At least one unannounced observation of Commission;1441-L-Street, NW.-Suite 9100,
each of the following: financial instrument Mlesbiaeen DO 20005 200 520 T002 AL
acceptor drop and count. For purposes of these | appreved-materialis-available forinspeetion
procedures, unannounced" means that no at-the Nattonal-Arehivesand Reecords
officers, directors, or employees are given Sochminbimien b S o Fes infemmntianon
advance information regarding the dates or Hhemeemilalilies o Db mant el o LA o]
times of such observations. The independent R
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accountant should make arrangements with the
gaming operation and tribal gaming regulatory
authority to ensure proper identification of the
CPA's personnel and to provide for their
prompt access to the count rooms. The
checklists should provide for drop and count
observations. The count room should not be
entered until the count is in process and the
CPA should not leave the room until the
monies have been counted and verified to the
count sheet by the CPA and accepted into
accountability.

(B) Observations of the gaming operation's
agents as they perform their duties.

(C) Interviews with the gaming operation's
agents who perform the relevant procedures.
(D) Compliance testing of various documents
relevant to the procedures. The scope of such
testing should be indicated on the checklist
where applicable.

(E) For new gaming operations that have been
in operation for three months or less at the end
of their business year, performance of this
regulation, this section, is not required for the
partial period.

(2) Alternatively, at the discretion of the tribe,
the tribe may engage an independent CPA to
perform the testing, observations and
procedures reflected in paragraphs (f)(1)(i), (ii),
and (iii) of this section utilizing the tribal
internal control standards adopted by the tribal
gaming regulatory authority or tribally
approved variance that has received
Commission concurrence. Accordingly, the
CPA will verify compliance by the gaming
operation with the tribal internal control
standards. Should the tribe elect this
alternative, as a prerequisite, the CPA will
perform the following:

(i) The CPA must compare the tribal internal
control standards to the MICS to ascertain
whether the criteria set forth in the MICS or
Commission approved variances are adequately
addressed.

(i1) The CPA may utilize personnel of the tribal
gaming regulatory authority to cross-reference
the tribal internal control standards to the
MICS, provided the CPA performs a review of
the tribal gaming regulatory authority
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personnel's work and assumes complete
responsibility for the proper completion of the
work product.

(ii1) The CPA must report each procedure
discovered by or brought to the CPA's attention
that the CPA believes does not satisfy
paragraph (f)(2)(i) of this section.

(3) Reliance on Internal Auditors. (i) The CPA
may rely on the work of an internal auditor, to
the extent allowed by the professional
standards, for the performance of the
recommended procedures specified in
paragraphs (f)(1)(iii)(B), (C), and (D) of this
section, and for the completion of the
checklists as they relate to the procedures
covered therein.

(i1) Agreed-upon procedures are to be
performed by the CPA to determine that the
internal audit procedures performed for a past
12-month period (includes two six month
periods) encompassing a portion or all of the
most recent business year has been properly
completed. The CPA will apply the following
agreed-upon procedures to the gaming
operation's written assertion:

(A) Obtain internal audit department work-
papers completed for a 12-month period
(includes two six month periods) encompassing
a portion or all of the most recent business year
and determine whether the CPA NIGC MICS
Compliance Checklists or other comparable
testing procedures were included in the internal

audit work-papers and all steps described in the | Commission-approved-varianees-are
checklists were initialed or signed by an sebecpeteladdben o L

internal audit representative. G he U e e memeonne e e
(B) For the internal audit work-papers obtained | tribal-gamineregulatory-autherity-to-eross-
in paragraph (f)(3)(ii)(A) of this section, on a pelepenthetaibal inlomanlaopiee Lol dop
sample basis, re-perform the procedures bothe O el d s DS s loen o
included in CPA NIGC MICS Compliance pesbeveebh e ibenpine poon o
Checklists or other comparable testing srthosis s emanpel bl nad e s
procedures prepared by internal audit and comppletepe seneibilie s for dhe pron o
determine if all instances of noncompliance complebonolthoeolorraduet

noted in the sample were documented as such CER e e ot ene b prseedes
by internal audit. The CPA NIGC MICS dhieseped b op Beone o e 00
Compliance Checklists or other comparable attentton-thatthe CPAbehevesdoesneot
testing procedures for the applicable Drop and | satisfy-paragraph-(H2)(H-of thissection:
Count procedures are not included in the Eo-Pelinmecsa-latemaa A ndions

sample re-performance of procedures because | ()-Fhe-CRPA-mayrely-onthe-workofan

the CPA is required to perform the drop and mternabauditorto-theextentalowed-bythe
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count observations as required under paragraph | prefessional-standards;forthe-performaneeof
(H(1)(i1)(A) of this section of the agreed-upon | therecemmended-procedures—speeifiedin
procedures. The CPA's sample should comprise | paragraphsOHHEGIHBH(S)and(D)-ofthis
a minimum of three percent of the procedures sectbopandtesthecnmeloation ofihe
required in each CPA NIGC MICS Compliance | eheeldists-as-theyrelate-to-the-procedures
Checklist or other comparable testing eovered-theret

procedures for the bingo department and five Hremeedp e seseadees nee fo Lo

percent for the other departments completed by | performed-by-the CPAto-determine-thatthe
internal audit in compliance with the internal nternal-audit procedures performedforapast
audit MICS. The re-performance of procedures | +2-month-period-Gneludestwo-sixmonth

is performed as follows: mertodhiemeomen e morlon sea o lihe
(1) For inquiries, the CPA should either speak | mestrecentbusinessyearhasbeenproperly
with the same individual or an individual of the | completed—TFhe-CRA-willapphy-thefolowing
same job position as the internal auditor did for | agreed-upen-procedures-to-the-gaming

the procedure indicated in the CPA checklist. operation s-wittenassertion:

(2) For observations, the CPA should observe Ok ntemebaadideparin sneerle
the same process as the internal auditor did for | papers-completedforat2-monthperiod

the procedure as indicated in their checklist. tneludestwosix-monthperiods)

(3) For document testing, the CPA should look | encempassinga-pertion-orall-ofthe-meost

at the same original document as tested by the | recentbusinessyrear-and-determine-whether
internal auditor for the procedure as indicated Hhe Ol DO RO Do e Clloeldling,
in their checklist. The CPA need only retest the | erothercomparable-testingprocedures-were
minimum sample size required in the checklist. | ineladed-in-the-internal-audit-workpapers-and
(C) The CPA is to investigate and document e

any differences between their re-performance witirted-orstened-by-an-nternalaudit

results and the internal audit results. peprenenh s

(D) Documentation must be maintained for five | (B)Eerthe-internal-audit-werk-papers

years by the CPA indicating the procedures re- | ebtainedinparagraph(HEEDA)of this
performed along with the results. seettororasample-basts—re-perform-the

(E) When performing the procedures for sesesdurainelided gy O A IO 0 IO
paragraph (f)(3)(ii)(B) of this section in Complimes Cheeldib e sthercompamble
subsequent years, the CPA must select a testing proceduresprepared-by-internal-audit
different sample so that the CPA will re- and-determinetatHnstaneesof

perform substantially all of the procedures after | roncompliancenoted-in-the-sample-were
several years. decpmentedmme b intoene i e

(F) Additional procedures performed at the EPANIGEMICS - Comphanee Checklistsor
request of the Commission, the tribal gaming ot osmsnenlo o tinepeoeediee Los e
regulatory authority or management should be | applicable Drop-and-Ceountproceduresarenot
included in the Agreed-Upon Procedures report | ineladed-inthe-samplereperformanece-of
transmitted to the Commission. sesesdueaboone the D0 Lo peniee Ly

(4) Report Format. The NIGC has concluded ertamsthedessnadeomniolbosmnion o
that the performance of these procedures is an | required-underparagraph-(HHHHA)of this
attestation engagement in which the CPA seetiopsthenepeed proppeocedupe e
applies such Agreed-Upon Procedures to the St el o ldbanme el s sl s o b
gaming operation's assertion that it is in threepereentof the proceduresrequiredin
compliance with the MICS and, if applicable each-CPANIGEMICS Complianee Cheeldist
under paragraph (f)(2) of this section, the tribal | er-ethercomparable-testing proceduresforthe
internal control standards and approved Eimsodlesneimennad e opesni Lo the
variances, provide a level of control that equals | etherdepartments-completed-by-internal audit
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or exceeds that of the MICS. Accordingly, the
Statements on Standards for Attestation
Engagements (SSAE's), specifically SSAE 10,
at Sections 101 and 201 are applicable. SSAE
10 provides current, pertinent guidance

regarding agreed-upon procedure engagements, | the-same-job-pesition-as-the-internal-auditor
and the sample report formats included within | did-fortheprocedure-indicatedin-the-CRA
those standards should be used, as appropriate, | eheeldist:

in the preparation of the CPA's agreed-upon 2rForobservations—the CPA-showld-observe
procedures report. If future revisions are made | thesameprocess-as-the-internal-auditor-did

to this standard or new SSAE's are adopted that | fortheprocedure-asindicated-in-their

are applicable to this type of engagement, the cheeldist

CPA is to comply with any revised professional | (3)Ferdocumenttestingthe-CPA-sheuld
standards in issuing their agreed upon loslonmth e erieinaldocpmaniatonied
procedures report. The Commission will Eeethetnieenabanditons o the e codupaas
provide an example report and letter formats dicatedinthetrcheekhst—he CPAneed
upon request that may be used and contain all T e
of the information discussed below. The report | in-the-echeeldist:

must describe all instances of procedural P U e e et s s ement
noncompliance (regardless of materiality) with | any-differencesbetween-theirre-performanee
the MICS or approved variations, and all popbh e e o pe L
instances where the tribal gaming regulatory By Documentationmust-be-mattamedfor
authority's regulations do not comply with the | five-yearsby-the- CRA-indicatingthe

MICS. When describing the agreed-upon srsesduease coplomaed alone it the
procedures performed, the CPA should also resths:

indicate whether procedures performed by Heithen—s el theprocedurator
other individuals were utilized to substitute for | parasraph-(H3EDB)-of thisseetionin

the procedures required to be performed by the | subsequent-yrears;the- CPA-mustseleeta
CPA. For each instance of noncompliance ahierepimnpleethaihe O e
noted in the CPA's agreed-upon procedures ertsmminbre el sl o Dlhe cepne i
report, the following information must be sl ene

included: The citation of the applicable MICS | (F)-Additionalproceduresperformed-at-the
for which the instance of noncompliance was pogmerbelihe Comamsbnlon themba lonnln
noted; a narrative description of the poonlelomnnithoris s o mnpessmen i bonld b
noncompliance, including the number of neladed-inthe Agreed-UpenProcedures
exceptions and sample size tested. seper-bmaiedethe Cembedons

(5) Report Submission Requirements. ClhPes et lopmn s The DUCC bovcopmaloded
(1) The CPA must prepare a report of the thatthepafommanes o bhone sroendiuees Loy
findings for the tribe and management. The sbbetbenenene s e s hie b o
tribe must submit two copies of the report to srpphimneb o eend s Deoediee o ae
the Commission no later than 120 days after cemRe s e et e e tin s

the gaming operation's business year end. This | eemplianee-with-the MICS-andifapplicable
report should be provided in addition to any widerparasraph-H2-of thisseetonthe
other reports required to be submitted to the el iatemanlconio b deed v d s mns e
Commission. snpmes e bbb e lesnpe Lt

(i1) The CPA should maintain the work-papers | equals-orexeceedsthat-efthe MHCS:
supporting the report for a minimum of five fomeoedinele the Uiatersente op Ciandeeds Lo
years. Digital storage is acceptable. The e
Commission may request access to these work- | speeifically- SSAE 10, at-Seetions+o+-and 20+
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papers, through the tribe. are-appleableSSAEH)provideseurrent:
(6) CPA NIGC MICS Compliance Checklists. | pertinent-guidanceregardingagreed-upon
In connection with the CPA testing pursuant to | precedure-engagements;and-the-samplereport
this section and as referenced therein, the formats-included-within these standards
Commission will provide CPA MICS shepldbermed v mrossinle tnthe
Compliance Checklists upon request. propemsenehe T e d s
(g) Enforcement of Commission Minimum prsecdurag pesome W Doase pesllons nes e
Internal Control Standards. to-this-standard-or rew-SSAE sareadepted
(1) Each tribal gaming regulatory authority is thatareappheableto-thistype-ofensasement
required to establish and implement internal he Ut enma bl e el
control standards pursuant to paragraph (c) of | prefessionalstandardsinissuingtheiragreed
this section. Each gaming operation is then wpon-proceduresreport—The Commisstonywit
required, pursuant to paragraph (d) of this oo nmap e pesoptnpd oo Loty
section, to develop and implement an internal wpeamreg el bepeednn s a0l
control system that complies with the tribal ot the-tntormation-diseussed-below—The
internal control standards. Failure to do so may | repertiust-deseribe-al-instanees-of
subject the tribal operator of the gaming sesesdumlsonesmplinnec ool ol
operation, or the management contractor, to eberiabib b e P s s s s,
penalties under 25 U.S.C. 2713. oo s e e e b e eibal
(2) Recognizing that tribes are the primary copimeresnbios e s e pdatio e o
regulator of their gaming operation(s), ool it the O U W e ool e
enforcement action by the Commission will not | the-agreed-upon-proceduresperformedsthe
be initiated under this part without first S honkde b diente sl b e s s s
informing the tribe and tribal gaming merbsemied oo o indieidun e e
regulatory authority of deficiencies in the to-substitutefor-the proceduresrequired-to-be
internal controls of its gaming operation and performed-by-the CPAForeachinstaneeof
allowing a reasonable period of time to address | nencempliancenotedin-the-CRPA sagreed-
such deficiencies. Such prior notice and wpon-proceduresteport-the folowing
opportunity for corrective action is not required | infermation-must-be-ineluded:Theeitation-of
where the threat to the integrity of the gaming | the-appheable MICSfor-whichtheinstanece-of
operation is immediate and severe. Aenssmapknnes s e natede e papmntiae
| i | c 1O | losi &
e
HFhe-CPA-mustprepareateportot-the
o
; . o . ) ‘
£ £t eSSy year ef
; ; :
| : 5 P . f
i) . . bef
Pt b g POF .
32 8 & f |
b i N
6 ;pi i]u;;x[lg;s; L hecklists.
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Latemanl Cone Dladeedes

(1) Each tribal-saminsresulatoryauthority
TGRA is required to establish and implement
internal-econtrolstandards-TICS pursuant to
paragraph (eb) of this section. Each gaming
operation is then required, pursuant to
paragraph (éc) of this section, to develop and
implement an-internal-contrelsystem-a SICS
that complies with the tribalinternal-control
standards-TICS. Failure to do so may subject
the tribal operator of the gaming operation, or
the management contractor, to penalties under
25 U.S.C. 2713.

(2) Recognizing that tribes are the primary
regulator of their gaming operation(s),
enforcement action by the Commission will
not be initiated under this part without first

informing the tribe and tribal-gaming

regulatory-authority- TGRA of deficiencies in
the internal-eontrols-SICS of its gaming

operation and allowing a reasonable period of
time to address such deficiencies. Such prior
notice and opportunity for corrective action is
not required where the threat to the integrity
of the gaming operation is immediate and
severe.

NIGC Comments to TGWG Proposed Regulation

(a)(2) “Date of the independent certified public accountant’s audit report” is confusing. Does this
refer to the fiscal year-end date or the date on the CPA’s opinion page?

(b)(2) Compliance Date:

Twelve months from the effective date of the Final Rule for a TGRA to promulgate any changes
appears to be an excessively long time just to develop changes to the TICS. The last sentence is
confusing as it relates to implementation but does not indicate whether the TICS or the SICS are

the documents being changed.

Also, implementing at the beginning of the next fiscal year could possibly add on up to eleven
months for compliance to regulations which purpose is to strengthen the internal control systems

of a gaming operation.
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The CPA testing (543.7(f)) standards were deleted from the TGWG proposal. The CPA testing
provisions are intended to provide Tribal gaming operations with a much needed level of review
of the gaming operations internal controls over financial reporting as it relates to compliance with
the MICS. The CPA’s Agreed Upon Procedures engagement is an independent evaluation of the
gaming operation’s internal control systems and is usually the only independent evaluation that a
Tribe will receive. These engagements may be invaluable to Tribes that maintain less than
effective Internal Audit functions. And those Tribes whose internal audit functions are effective
further benefit when the CPA firm determines it can rely on the work of the Internal Audit
function in completing these engagements, resulting in reduced costs but more importantly, in the
knowledge that the external CPA audit firm has determined that the work of the Internal Auditors
can be relied upon.

TGWG Guidance

None

Page 10 of 10 NIGC VERSION
11/30/2011



