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CHAI RVAN DECKER: Good norning. W're
sorry to be late, but we have a few things we're
goi ng to announce today so we took sonme tinme getting
it done.

Is Sandy and Treasurer Casey -- Sanford,
are you on the phone?

COMWM SSI ONER RIVERS: We're present.

CHAI RVAN DECKER:  Treasurer Casey? Ckay.
I"'msure he was on.

COW SSIONER RIVERS: He is on. | can
vouch for him

CHAl RVAN DECKER:  Pardon ne?

COW SSI ONER RI VERS:  Treasurer Casey is,
in fact, on.

CHAI RVAN DECKER:  Good.

COW SSI ONER MARSHALL:  You called him
Senat or .

CHAI RVAN DECKER: Did | say Senator? No.
Sorry. Treasurer. |If | said that, | apol ogize.
call ed him Governor a couple of weeks ago. Thank
you.

Good nmorning. |'m Tad Decker. |I'm
Chai rman of the Pennsyl vania Gami ng Control Board. |
would Iike to welcone you all to our neeting. | want

to note that Secretary Wl ff is not able to join us
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today. |'ve already said that Conm ssioner Rivers
and Treasurer Casey are on the phone.

A quorum of the voting nmenbers are present.
Therefore, this neeting is officially called to
order.

As always, and |'mthe biggest offender
| et me ask that nmenbers of the Board and the audience
turn off their cell phones, please.

kay. As usual, please join nme for the
Pl edge of All egi ance.

(Pl edge of All egiance.)

CHAl RVAN DECKER: By way of announcenents,
and ol d busi ness, today we had an Executive Session.
We dealt with personnel natters. No business was
conducted during this session.

At the last neeting, we approved the plan
for public input hearings across the state on the
proposed gaming facilities pending a couple of
changes requested by the Board Menbers.

Those changes have been made, and the plan
has been published on our website and announced by
t he nedi a.

Briefly, we are now planning 13 days of
hearings in 9 separate |ocations across the state.

The first hearing is on April 5th in Gettysburg. W
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will wap up the series of forums and hearings on My
3rd in Sonerset.

Please, if you're interested, please visit
the website and click on the public input hearings
button on the home page for nore details.

Since | haven't had a chance to state the
website again in a couple of weeks, N ck has asked me
to do it again. It's www pgcb. state. pa. us.

Because of the hearings and sone of our
schedul es, we will be shuffling a couple of public
nmeeting dates and tines.

On February 16th -- this is our Board
meeting now. Qur February 16th neeting has been
canceled and we will have a March 2nd -- excuse ne.
The March 2nd neeting is canceled. Instead, we wll
meet on February 28th at 11:00 instead of the usua
10: 00 tinme. We will post a rem nder on the website.

| also want to alert you that it is very
likely that we will be having another neeting next
Friday. 1It's very likely that was going to take
pl ace but we don't know the tinme yet. 1'll talk nore
about that in a mnute.

Let's nove on to action itens at this point
intime. My | have a notion to approve the

transcript --
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COW SSI ONER MARSHALL: So noved.

CHAI RVAN DECKER:  Thank you

COWM SSI ONER McCABE:  Second.

CHAl RMAN DECKER: Thank you. Any
di scussi on?

Al'l of those in favor, please indicate by
sayi ng aye.

COW SSI ONERS:  Aye.

CHAI RVAN DECKER: Any opposed?

The notion carries.

Sandy and Treasurer, can you hear us okay?

COMW SSI ONER RI VERS:  Yes.

CHAl RVAN DECKER: Great. At our Septenber
28th nmeeting in Philadel phia, we put in place an
ethics policy to supplement the State Ethics Code.
We pronised that we woul d cone back, continue wor ki ng
on it by taking comments, etc. W're grateful for
the really significant and worthwhile input that we
recei ved.

Recently, we have been working on a series
of drafts. W are alnost conpleted. Unfortunately,
| had to do one nore last night with just a few
changes. As a result of that, a number of the Board
Menbers did not have an opportunity to read it.

That's the reason we're going to have the neeting
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next week.

The policy is fairly substantial. The
draft is fairly substantial. It talks about the
various things that we're to avoid. It tal ks about
our qualifications and restrictions on things we can
do. Some of those things are in the Statute already.

It has a conflict of interest section
whi ch goes along with the continuing obligations to
update and keep in effect our various obligations.

There is disclosure and divestiture
provi sion, which, again, is consistent with the
St at ut e about not having interest in ganing.

There are exceptions to that with respect
to publically traded nutual funds that are not
predom nantly gaming rel ated

W have a recusal section, which each
menber will be obligated to consider prior to voting
in our role as a quasi-judicial function --
particularly in our quasi-judicial function --
specifically in our quasi-judicial function when
we're acting on |icenses, applications, revocations,
etc.

There's also a provision for how we wll
handl e chal |l enges on that recusal built into it.

Again, we'll have nore details on that |ater
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The provision also contains our obligations
with respect to post enploynent obligations. It has
a gift provision, which basically says no gifts but
there are exceptions. There are exceptions to it.
For exanple, when you're dealing with banks, hotels,
other -- car dealers, as long as you're getting the
usual discount, not something in excess of nornal

Awar ds you nmight get of the community
nature when -- of a very, very noninal val ue.

Pl agues or menentos for being a speaker at a sem nar
those types of things are excluded. They're kind of
typical. W appreciate the advice we got from
Treasurer Casey on that point.

Restricted activities. It would include a
restriction on political activity, non-profit, but
there are exceptions in the non-profit for people who
are involved on Boards and are involved as officers
or are involved as enpl oyees.

Ganming activities. GChviously, we can't do
that, and that's clear. There's an ex parte
provision, very simlar to the one we published and,
frankly, didn't get enough credit for the last tinme
around.

Pendi ng proceedings. That's in terns of

our expression -- as a Judge would. W' re not
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allowed -- won't be allowed to discuss things we're
going to act upon as a quasi-judicial nature. Again,
the hearings, etc.

There's a provision as to what independent
contractors can do. There's also a confirmation of
our obligations and enpl oyees' obligations of
confidentiality, and there will be an annual
certification that we're living up to the terns of
our obligations under the code.

Agai n, a coupl e tweaks, nothing najor.

We' Il have anything out, we believe, by the end of
next week.

TREASURER CASEY: This is Bob Casey.

CHAl RVAN DECKER:  Treasurer, welcome. |I'm
sorry we were |ate.

TREASURER CASEY: It's all right.

CHAl RVAN DECKER: | was just going over the
Ethics Policy. | sent you a copy of the draft I|ast
ni ght.

TREASURER CASEY: Yes.

CHAl RVAN DECKER: Ckay. |If you want to
give nme a call with any questions you night have,
that will be fine. GCkay?

TREASURER CASEY: Ckay.

CHAl RVAN DECKER:  In fact, it would be nore
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than fine, | would appreciate it.

TREASURER CASEY: (Kkay.

CHAI RVAN DECKER: That's all | have to
report on the ethics. W wll be voting on that next
week or the latest, the very beginning of the next
week, the week after.

COW SSI ONER McCABE: M. Chai rman?

CHAI RVAN DECKER:  Yes, please. o ahead.
| was going to say, are there any coments fromthe
Boar d?

COW SSI ONER McCABE: | woul d like to thank
you, everybody, all of the Conm ssioners for the hard
wor k that everybody is putting on the Ethics Policy.

I'"'m happy and pl eased the way it's been

going. | think we're getting really close to a good
policy. | just want everyone to know that, that we
have been working hard on this. | think it's very

i mportant that we get this passed pretty quickly
her e.

CHAl RVAN DECKER: The other thing | should
nmention, we've worked with a firm an outside |aw
firmthat we've utilized on some of our many pieces
of litigation, the Hoyle Morris law firm to help.

We have also utilized through themthe

services of Professor Geoffrey Hazard fromthe
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Uni versity of Pennsyl vania Law School, who is one of
the renowned experts in the country on the conflicts
of interest, codes of ethics, codes of conduct and
recusals and ex parte and everything el se that goes
withit.

M ke, we're going to skip you for a nonent,
if that's okay, maybe nore than a mnute. Let's go
right to the Executive Director's report.

Anne, could you cone up, please?

Anne will be telling us, in part, about a
proposal to adopt application fees. Please note that
these are not the license fees for operators that
al ready are addressed in the Gaming Act.

MB. LaCOUR NEEB: Good norning, Chairnman
Decker and menbers of the Board. 1'mgoing to go
ahead and just give you an overview in operations and
then we'll get into the fee schedul es.

Basi cal |y, what has been going on the past
coupl e of weeks, BIE has been gearing up. Mst of
those who were approved for enpl oynent have come on
boar d

They are participating in a very extensive
training session as we speak and intend to graduate
this group of approximately 50 investigators fromthe

programthis Friday.
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1 So we're very happy about that. |It's very
2 intensive. |It's been all day, every day, and

3 covering every topic inaginable that you can even

4 think of in background investigations and financial
5 investigations. So we're real happy about that.

6 In the Bureau of Licensing, we continue to
7 drudge through the many vol umes of paperwork. W

8 anticipate that the suitability reports on the

9 manuf acturers will be nost |ikely conpleted

10 m d- February so that maybe those coul d be consi dered
11  soon, the manufacturers.

12 That's comi ng along very well, because we
13 can give alternative licensing standards for those
14 operati ons.

15 In the Gaming Lab, Richard WIlianmson and
16 G Tech and the people in the Departnent of Revenue
17 have been working very hard and very diligently,

18 alnobst on a daily basis, trying to gear up for naking
19 sure all of the details are in place for the Centra
20 Control System

21 We have today -- also, the Hearing Ofice,
22 just to give you a quick update, they are just about
23 finished finalizing the plan for the public forum
24 heari ngs.

25 We woul d encourage anybody that has any
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questions to either contact the office and they can
speak with Mckey or get on the website and get nore
i nformati on about that because those are inportant.

We have today a schedul e, which would be in
your packet, which is a request to adopt the fee
structures for vendors, junkets, enployees, and
managemnment compani es.

If you would like, at the chart that was
provided, you'll see that these are basically fees
that are ongoing licensing and certification fees for
those individuals who do business with and who work

for ganming enterprises

You'll see today, we're |ooking at the
managenent conpanies for the CG1 and Il with their
fees set forth as a first time -- one tine

application of 500,000 and nanagenent conpani es for
C1lll, the Category Ill operators at 50, 000.

Junket first time application fees would be
3,500. Then we have vendor certification and
regi stration.

Those fees will be good for a period of
four years, because these are conpanies that do
busi ness, goods, and services to casinos.

Anyway, the fee schedule is analyzed in

lieu of what other jurisdictions do to try to keep in
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line so it's fair. This is what we do propose.

So if you have any questions, we would
request approval of this fee schedule.

CHAl RVAN DECKER: Are there any questions
of Anne, for Anne?

COW SSI ONER McCABE: | have a question
These fees, conparable to what other jurisdictions
are chargi ng?

MS. LaCOUR NEEB: Yes, they are. Yes. W
researched other jurisdictions that had simlarly
situated parties. These are very in line with what
all of the other major jurisdictions do for conpanies
and i ndi vi dual s.

CHAI RVAN DECKER: Any ot her questions?

COW SSI ONER COY: M. Chairman?

CHAI RVAN DECKER: Pl ease.

COW SSI ONER COY: Maybe a brief outline,
Anne or Nan, about the difference in enployees and
categories if you would, please

M5. HORNER: Very good. Yes. The fee
schedul e set before you has not only |icense fees but
it also has application investigation deposits.

As far as entities are concerned, the
manuf acturer, suppliers, operators, nanagenent

compani es, junkets, and vendors, they will have not
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only a license fee attached to their license but al so
the application investigation fees.

So when we're tal king about enpl oyees,
we' re speaking of the application investigation
deposits.

For the nmanufacturer supplier Category |
Il, and 111, the application fees, investigation
deposits that you adopted in the past will remain the
sare.

We are proposing that the managenent
conpani es have application fees, investigation
deposits that are the same as what you have adopted.

However, when it comes to junkets, vendor
certifications, and vendor registrations, the
application fees that attach to the people invol ved
with these entities will be lower than that which is
set for the manufacturers, suppliers, and operators.

So if you're speaking of a non-gam ng
regi strant, someone who will be working on the casino
floor but not involved in the gam ng, the application
fee will be $60.

If you're speaking of a gam ng enpl oyee,
somebody who is involved in gamng, there will be a
$350 application fee.

COW SSI ONER COY:  Thank you.
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COW SSI ONER Di G ACOMD COLINS:  Woul d you
like a notion?

CHAI RVAN DECKER: Yes, please. | was just
going to ask for one, Mary.

COW SSI ONER Di G ACOMD COLINS: Al right.
I nove that we adopt the schedul e of fees as
pr oposed.

COW SSI ONER MARSHALL:  Second.

CHAl RVAN DECKER: | have a second. Are
there any further questions?

Hearing none, all of those in favor, please
i ndi cate by sayi ng aye.

COW SSI ONERS:  Aye.

CHAI RVAN DECKER: Any opposed?

Motion carri es.

Thank you, Anne and Nan

M5. LaCOUR NEEB: \What do you want to do
next ?

CHAl RVAN DECKER: We're going to go with

Susan Hensel .

MS. LaCOUR NEEB: GCkay. |'mjust going to
stay here.

CHAI RVAN DECKER: Susan is going to give us
the latest -- an update fromthe Bureau of Licensing.

Anne is going to stay at the table.
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Ri ght, Anne?

M5. LaCOUR NEEB: Yes, | am

CHAI RVAN DECKER: Al right. To field any
addi ti onal questions.

M5. LaCOUR NEEB: If there are any
addi ti onal questions.

CHAI RVAN DECKER:  Thank you

MB. HENSEL: Good norning, Chairman Decker
and nenbers of the Board. The first itemthat | have
to bring before the Board this norning is the status
of three application subm ssions that the Bureau of
Li censi ng has received and has determ ned are
statutorily ineligible to be applications that could
be consi dered by the Board.

Wth respect to these submissions, | wll
provide you with a summary of the steps that the
Bureau of Licensing has taken to assess and neet the
requi renents of the Pennsyl vani a Racehorse
Devel opnent and Gam ng Act and the regul ations
promul gat ed t hereunder regardi ng statutory
deficiencies in application subni ssions.

The first submission is for Trum
Construction Conpany, which subnmitted a Category |
application. The Trum Construction Conpany Category

I'l application subnission is a docunent for which a
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filing fee is required to be charged -- to be paid
pursuant to 4 Pa.C S., Section 1208(1).

The Trum Constructi on Conmpany subni ssion
was received on January 2006 -- January 3rd, 2006
with a postmark date of Decenber 27th, 2005.

Pursuant to 58 PA Code, Section 471.1(b),
wel |l received, this application has not been deened
filed because no filing fee has been paid.

In addition to failing to provide the Board
with required filing fees, the application subm ssion
al so lacked the statutorily required letter of credit
or bond denmonstrating the ability of the applicant to
pay the $50 million license fee under 4 Pa.C S.
Section 1313(c), which relates to slot nachine
I'icense application financial fitness requirements.

On January 9th, 2006, as the Director of
Licensing, | sent a letter notifying Trum
Construction Conpany of the insufficiency of the
submi ssi on and providing ten business days within
which to cure the deficiencies in the subm ssion

Trum Construction Conpany has failed to
provide the statutorily required filing fee and
letter of credit or bond after being given an
opportunity to cure these insufficiencies.

On January 25th, 2006, the day follow ng
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the deadline to cure the deficiencies, as Director of
Li censing, | sent another letter notifying Trum
Construction Conpany that the Bureau of Licensing
woul d be maki ng a recommendation regarding its

submi ssion at the Board's February 2nd, 2006 neeti ng.

The Trum Construction Conpany Category |
submi ssi on was insufficient and has not been deened
filed. Therefore, the Category Il subm ssion of Trum
Construction Conpany was not filed by the Decenber
28t h, 2005 deadline, which was set by the Board as
the filing deadline.

In addition, the Trum Constructi on Conpany
submi ssi on does not neet the statutorily inposed
threshold requirenments for consideration as an
application and is, therefore, ineligible for
consi deration by the Board.

The Bureau of Licensing recommrends that the
Board i ssue the foll owi ng proposed order regarding
t hi s subm ssi on.

The proposed order is this: Pursuant to
the request of the Bureau of Licensing, the
Pennsyl vani a Gam ng Control Board orders and decrees
that the submi ssion of Trum Construction Conpany
failed to satisfy the requirenents of 4 Pa.C S

Section 1308 as foll ows:
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That Trum Construction Conpany failed to
submit the required filing fee pursuant to 4 Pa.C. S.
Section 1208(1); and letter of credit or paynent bond
pursuant to 4 Pa.C. S., Section 1313(c).

That Trum Constructi on Conpany was provi ded
noti ce of the subm ssions insufficiencies and
provi ded an opportunity to cure.

That Trum Construction Conpany failed to
cure the insufficiencies in the manner and tinme
requested by the Board.

That the Board considers this to be an
i nsufficient subm ssion, not rising to the |evel of
an application.

That a submission, which fails to satisfy
the aforementioned statutory requirenents, is
pursuant to 4 Pa.C. S., Section 1308, statutorily
ineligible to be considered by the Board.

Therefore, the Board orders that the Bureau
of Licensing return the insufficient submssion to
Trum Constructi on Conpany.

Be it further decreed that pursuant to 4
Pa.C. S., Section 1306, the Board voted on Septenber
8th, 2005 to adopt a schedule for the receipt of slot
machi ne operator |icense applications for which the

period cl osed in Decenber 2005.
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That pursuant to 4 Pa.C S., Section
1202(a), the Board has jurisdiction over every aspect
of the authorization and operation of slot nachines.

And therefore, Trum Construction Conpany by
this order is precluded from naking further slot
machi ne operator |icense application submi ssions to
this Board relative to the application period that
cl osed i n Decenber 2005.

It is hereby ordered that no further action
be taken with regard to this subm ssion, this the 2nd
of February, 2006. That is the proposed order

COW SSI ONER MARSHALL: M. Chai rman, |
woul d nmove it.

CHAl RVAN DECKER: May | have a second?

COW SSI ONER Di G ACOMD CCOLINS:  Second.

CHAl RVAN DECKER: Are there any questions?

COW SSI ONER McCABE:  Yes.

CHAI RVAN DECKER:  Yes, pl ease.

COW SSI ONER McCABE: | have a couple
questions. Susan, do we know, did the Trum Conpany
recei ve your correspondence?

M5. HENSEL: Yes. | know ny correspondence
was recei ved because | did receive correspondence in
response to it. | also do have --

COW SSI ONER McCABE: He acknow edged
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recei pt of your letters?

M5. HENSEL: Yes. W used certified mail
return recei pt requested, and overnight nmail, which
we tracked.

COW SSI ONER McCABE:  Ckay. And he
responded to that?

M5. HENSEL: Yes, in both cases.

COW SSI ONER Di G ACOMO COLINS:  Susan, was
the correspondence sent to the address provided by
Trum Conpany?

MS. HENSEL: Yes. It was sent to the
contact that was provided in the application

COW SSI ONER Di G ACOMO COLINS:  Thank you.

CHAl RVAN DECKER: Are there any questions
of Susan on this? Anynore questions of Susan and
Anne?

COW SSI ONER MARSHALL: | just have --

CHAI RVAN DECKER: Pl ease, go ahead.

COW SSI ONER MARSHALL: So in your m nd,
Susan or Anne or minds, we take this order since it's
our first, we provide this conpany with the order and
an opportunity for reconsideration?

CHAlI RVAN DECKER: We're going to tal k about
that in a mnute.

MS. LaCOUR NEEB: First, the Board woul d
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have to consider the order and then nake a
determ nation as to what renedies are still avail able
to these individuals.

CHAl RVAN DECKER: We're tal king about Trum

now?

MS. HENSEL: Trum Construction Conpany,
correct.

CHAI RVAN DECKER: And what we will do -- we
can deal with it individually and I'Il repeat it

again |ater, that depending on what action we take,
they will be given a ten-day period within which to
request in witing that the Board reconsider its
order and subnit proof that its application was filed
correctly. Al right.

COW SSI ONER Di G ACOMD COLINS:  wel |,
reconsi derati on al so shoul d consi der new or
addi ti onal evidence not already provided to the
Board. That's the whol e point of reconsideration.

CHAI RVAN DECKER: Right. Thank you. But
one other thing, we're not going to take -- we're not
going to accept a bond and the license fees at this
poi nt because we' ve passed the deadli nes.

M5. HENSEL: Correct.

COW SSI ONER McCABE:  That's what | was

going to ask. Are we going to accept evidence that
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it was conplete as of Decenber -- as of the deadline?

CHAI RVAN DECKER: As of Decenber 28th.

COW SSI ONER McCABE:  Not that they subnit
sonet hi ng new as of today?

M5. HENSEL: Correct. The deadline has
passed and the opportunity to cure has al so expired.

CHAI RVAN DECKER: So any evi dence has to go
to the fact that they conplied with the requirenents
of our application process and actually did file an
application on or before Decenber 28th, 2005.

M5. HENSEL: Correct.

CHAl RVAN DECKER: So that's what the
re-hearing, if they want it, will be about.

COW SSI ONER Di G ACOMO COLINS:  So to be
clear, reconsideration is not an extension of the
opportunity to cure, correct?

M5. HENSEL: Correct.

CHAlI RVAN DECKER:  Absol utely not.

MS. LaCOUR NEEB: And that's statutorily
det erm ned because of the tinme |ines.

CHAI RVAN DECKER: Based on that, are there
anynore questions for Anne or Susan?

Do we have a notion before us? Aml
correct on that?

COW SSI ONER Di G ACOMO COLINS:  Yes. Tine
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to vote.

CHAI RMAN DECKER: Al right. Al of those
in favor, please indicate by seeing aye.

COMM SSI ONERS:  Aye.

CHAl RVAN DECKER ~ Opposed?

The order and the period of reconsideration
are approved.

Susan?

MS. HENSEL: GCkay. The second subni ssion
is for Pennsylvania Gam ng Goup, LLP, which
submitted a Category |l application

The Pennsyl vania Gam ng G oup, LLP failed
to provide with its submission the letter of credit
or bond as required by 4 Pa.C. S., Section 1313(c)
relating to slot machine |license application
financial fitness requirenents.

In its application, which was received on
Decenber 28th, 2005, the Pennsylvania Gam ng G oup
LLP failed to tender an original executed paynent
bond.

In lieu of that, the application contained
a copy of a fax of an unexecuted paynment bond, which
failed to nane a surety comnpany.

On January 9th, 2006, as Director of

Licensing, | sent a letter notifying Pennsylvania
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Ganmi ng Group, LLP of the deficiencies inits

appl i cation and provi ded ten business days to cure

t he defi ci enci es.

On January 23rd,

2006,

t he Pennsyl vani a

Gami ng Group LLP had faxed and hand delivered to the

Board anot her unexecuted paynent bond. This paynent

bond naned a specific surety company but was

unexecuted by that surety conpany and was st anped

copy.

It was acconpani ed by a cover letter from

the prospective surety conpany that stated, and

quote, a release of said bond is pending receipt of

an irrevocable letter of credit.

On January 25th,

2006,

the day follow ng

the deadline to cure the deficiencies, as Director of

Li censing, | sent another letter notifying

Pennsyl vani a Gam ng G oup,

LLP that the Bureau of

Li censi ng woul d be maki ng a recommendati on regarding

its submission at the Board's February 2nd, 2006

meet i ng.

The Pennsyl vania Gami ng Group, LLP has

failed to provide the statutorily required letter of

credit or bond after being given an opportunity to

cure the deficiency.

On January 31st,

2006,

the PGCP received a
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letter froman attorney representing the Pennsyl vani a
Gami ng Group, LLP requesting wthdrawal of the
appl i cation.

On February 1st, 2006, the PGCB received a
fax transm ssion fromthe attorney stating that the
Pennsyl vani a Gam ng Group, LLP has decided to rescind
its petition for withdrawal

The Pennsyl vani a Gami ng G oup, LLP Category
Il subm ssion does not neet the statutorily inposed
threshold requirements for consideration as an
application and is, therefore, statutorily ineligible
for consideration by the Board.

Al t hough pursuant to Section 471.2(b) of
the regul ations, applications, filing fees are not
refundabl e. This subnmission did not rise to the
| evel of an application statutorily eligible to be
considered by the Board. It is the Bureau of
Li censing' s reconmendati on that the fees be refunded.

The Bureau of Licensing recommends that the
Board i ssue the foll owi ng proposed order regarding
t hi s submi ssi on.

The | anguage of the proposed order is this:

Pursuant to the request of the Bureau of
Li censi ng, the Pennsylvania Ganming Control Board

orders and decrees that the subm ssion of
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Pennsyl vania Gam ng Goup, LLP failed to satisfy the
requirenments of 4 Pa.C. S., Section 1308 as foll ows:

That Pennsyl vania Ganming G oup, LLP failed
to submt the required letter of credit or paynent
bond pursuant to 4 Pa.C. S., Section 1313(c).

That Pennsyl vani a Gam ng Group, LLP was
provi ded notice of the subm ssion deficiencies and
provi ded an opportunity to cure.

That Pennsyl vania Gam ng G oup, LLP failed
to cure the deficiencies in the manner and tine
requested by the Board.

That the Board considers this to be a
deficient submission, not rising to the level of an
appl i cation.

That a subm ssion which fails to satisfy
the af orenmentioned statutory requirenent is pursuant
to 4 Pa.C. S., Section 1308, statutory ineligible to
be consi dered by the Board.

Therefore, the Board orders that the Bureau
of Licensing return the deficient submission with the
submi ssion of its key enployee qualifier to
Pennsyl vani a Gam ng G oup, LLP along with any
application fees tendered.

Be it further decreed that pursuant to 4

Pa.C. S., Section 1306, the Board voted on Septenber
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8th, 2005 to adopt a schedule for the receipt of slot
machi ne operator |icensure applications for which the
period cl osed in Decenber of 2005.

That pursuant to 4 Pa.C S., Section
1202(a), the Board has jurisdiction over every aspect
of the authorization and operation of slot nachines.

And t herefore, Pennsylvania Gam ng G oup
LLP and its key enpl oyee qualifier by this order are
precl uded from naki ng further slot machi ne operator
Iicense application submissions to this Board
relative to the application period that closed in
Decenber 2005.

It is hereby ordered that no further action
be taken with regard to this subm ssion, this the 2nd
day of February 2006. That is the proposed | anguage.

COW SSI ONER MARSHALL: Move the order.

COW SSI ONER Di G ACOMD CCOLINS: Second.

CHAI RVAN DECKER: Thank you. Can | start
the questions on this?

Susan, the deficiency in this application
as | understand it and as the Board understands it,
too, relates to the fact that a bond acconpanied the
application but it was unsigned by any bond conpany;
is that correct?

MS. HENSEL: That's correct, kind of I|ike
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an unsi gned check.

CHAI RVAN DECKER: Li ke an unsigned check

kay.
COW SSI ONER MARSHALL: 1'Il have to try
t hat .
CHAI RVAN DECKER:  Does that work?
COW SSI ONER MARSHALL:  Sormeti nes.
CHAlI RMAN DECKER:  Secondly, there was
anot her deficiency init as well, as | understand it,

the bond was conditioned upon the receipt, the
obtaining, if you will, of a letter of credit for $50
mllion

MS. HENSEL: That's ny understandi ng.

CHAl RVAN DECKER:  So even if it were
signed, that had a condition which would not have
been fulfilled in the proper way?

M5. HENSEL: According to the cover letter
t hat acconpani ed the unexecuted bond, yes.

CHAI RVAN DECKER: Ckay. Ken, please.

COW SSI ONER McCABE: | think you kind of
hit alittle bit of what | was still unclear of, the
di fference between an unexecuted bond. I's an

executed bond one that is just signed?
MS. HENSEL: An executed bond is a valid

bond that the surety conpany woul d stand behi nd t hat






=

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

31

woul d guarantee that the $50 million licensing fee is
actual |y avail abl e.

CHAI RVAN DECKER: It has to be signed by an
aut hori zed representative of a surety conpany.

MS. HENSEL: Correct.

CHAI RVAN DECKER: | guess, right?

MS. HENSEL: Correct.

COW SSI ONER McCABE:  And this bond was not
si gned by anybody?

M5. HENSEL: It was not signed by the
surety conpany. W have seen a coupl e versions of
the bond, and none of them have been signed by the
surety conpany.

COW SSI ONER McCABE: Wi ch woul d then give
us the inmpression that there is nothing behind this?
MS. HENSEL: |t doesn't meet the

requi renent of the Statute.

CHAI RVAN DECKER: Pl ease, G eg.

SECRETARY FAJT: M. Chairman, thank you

Susan, could you for the public and the
peopl e in the audi ence, where were the facilities
| ocated for both the -- proposed facilities |ocated
for both Trum and Pennsyl vani a Gani ng?

MS. HENSEL: Trum Constructi on Conpany

submitted its submission for Wstern Pennsyl vani a.
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The Pennsyl vania Gami ng G oup is the Lancaster
submi ssi on.

CHAI RVAN DECKER:  Thank you

Any ot her questions for Susan?

COW SSI ONER COY: M. Chai rnman?

CHAI RVAN DECKER:  Yes, pl ease.

COW SSI ONER COY:  Your recommendation in
the previous one and in this one was to return al
f ees.

M5. HENSEL: Actually, there were no fees
paid with the first subnmission. So that
recomendation only applies to this second
submni ssi on.

COW SSI ONER COY: Ckay.

COW SSI ONER RI VERS:  Susan, this is
Sanford. A question, what is the basis for returning
the monies that they forwarded for their application
to be revi ewed?

MS. HENSEL: The basis is because the
Bureau of Licensing has made the determ nation that
this is not an application, this subm ssion did not
reach the level of an application for which
non-refundabl e fees woul d be appli ed.

COW SSI ONER COY: | just want to mamke sure

the No. 1 Steelers fan was done there. W'Il| give
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you a chance at the end here.

CHAI RVAN DECKER:  Fortunately, he's not
reffing the game this week.

SECRETARY FAJT: | take offense to that,
M. Coy.

COW SSIONER COY: |I'msorry. You're the
No. 1 fan. Everyone is now.

| guess ny concern is, and |'mnot sure
we're ready to suggest anything today, but | would
like to ask our staff to look into the possibility of
sone fee being attached even to an application that
is rejected.

There has been consi derabl e work done by
enpl oyees of the Board, considerable effort put
forth, and | think in our attenpt to recover costs to

the Commonwealth in this regard, we shoul d consi der

something. |'mnot sure what sonething is.
CHAI RVAN DECKER: | agree with you
COW SSI ONER COY: | think we need to

establish some sort of fee that is not refundabl e,
even in the case of rejection now or |ater

M5. LaCOUR NEEB: M ght | suggest what we
could do is go back into the file and do a
conpilation of tine spent and try to determ ne an

assessnent that would be fair and nake that proposa
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at the next Board neeting.

CHAI RVAN DECKER: Let's take a | ook at what
the authorization is for that, too.

MS. LaCOUR NEEB: W can do that.

CHAI RVAN DECKER: |'m not sure what is in
the Act about it, and there may not be anything in
the Act about it. | think it's worthwhile | ooking
at .

Thank you, M. Chairnman.

M5. HENSEL: And once a submission is
determined to be an application, all fees are
non-r ef undabl e.

COWM SSI ONER Di G ACOMO COLINS:  Coul d
just nake a comment on that issue of whether or not
it's refundabl e?

Perhaps that's a matter procedurally that
could be taken up in the event that there's some sort
of request for reconsideration. That way the Act
we're taking today is, in fact, a final order that is
subject to the reconsideration ten-day time peri od;
and if during that ten-day reconsideration period
it's raised and we think it's appropriate, then we
can incorporate that process. That's ny suggestion

CHAI RVAN DECKER: Bill.

COW SSI ONER CONABOY: The only comment |
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was going to nake, and it goes to the point that Jeff
and Sandy have raised, is | think it's very inportant
that we know this is not a denial of this
appl i cation.

VWhat we're saying here is that this has not
even risen to the |l evel of a proper subni ssion
proper application.

M5. HENSEL: Correct.

COWM SSI ONER CONABOY: So we're not denying
these applications. W' re saying that no application
was ever submitted

M5. HENSEL: That is correct. W' re not
denying. We're returning.

COWM SSI ONER CONABOY: We're returning.

M5. LaCOUR NEEB: It was pointed out to me
by M ss Horner under Section 1208 in the collection
of fines and fees, Section 3 discusses the fact that
each application for a slot machine |icense nust be
acconpani ed by the non-refundable fee; and the
comrent at the end of that paragraph, the reasonable
and necessary cost and expense is incurred and any
background investigation or other investigation or
proceedi ng concerni ng any applicant, |icensee, or
permttee shall be reinbursed to the Board by those

per sons.
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So | believe there would be authority and
we can, again, reviewthat to make an assessnment. |If
there's a request for reconsideration, we could
probably take that matter up at that point.

CHAI RVAN DECKER: Thank you. Any ot her
comments or questions?

Hearing none, all of those in favor, please
i ndi cate by sayi ng aye.

COW SSI ONERS:  Aye.

CHAI RVAN DECKER:  Any opposed?

Sandy, | couldn't hear you. Wre you an
aye on that?

COW SSI ONER RIVERS:  |'m an aye.

CHAI RVAN DECKER:  Thank you

Mot i on passes unani mously.

Let nme just add for the record that
Pennsyl vania Gaming Goup will be given a ten-day
period within which to request in witing that the
Board reconsider its order and to provide proof that
the statutory required fees and letter of credit or
bond were subnmitted and valid on Decenber 28th, 2005.

Al right. Anything else on that point?

Susan?

MS. HENSEL: The third and final subm ssion

is for North Shore Gaming, LP, which subnmitted a
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Category |1 application for Pittsburgh

North Shore Gaming, LP failed to provide
with its submission the letter of credit or bond as
required by 4 Pa.C. S., Section 1313(c), relating to
sl ot machine license application financial fitness
requirenents.

On January 9th, 2006, as Director of
Li censing, | sent a letter notifying North Shore
Ganming, LP of the deficiency in its application and
provi ded ten business days to cure the deficiency.

On January 24th, 2006, North Shore Ganing,
LP petitioned the Board for withdrawal of its
appl i cation subm ssion

North Shore Gaming, LP has failed to
provide the statutorily required letter of credit or
bond after being given an opportunity to cure the
defici ency.

The North Shore Gaming, LP Category |
submi ssi on does not nmeet the statutorily inposed
threshol d requirements for consideration as an
application and they are statutorily ineligible for
consi deration by the Board.

Al t hough pursuant to 58 PA Code, Section
471.2(b) of the regulation, application filing fees

are not refundable, this submssion did not rise to
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the |l evel of being an application statutorily
eligible to be considered by the Board, and the issue
of the fees will be reassessed in accordance with the
| ast subm ssion, the comments regarding the |ast
submi ssi on.

The Bureau of Licensing recommends that the
Board i ssues the foll ow ng proposed order regarding
this submission. The | anguage of the proposed order
is as foll ows:

Pursuant to the request of the Bureau of
Li censi ng, the Pennsylvania Ganing Control Board
orders and decrees that the submission of North Shore
Ganing, LP failed to satisfy the requirenments of 4
Pa.C. S., Section 1308 as foll ows:

That North Shore Gaming, LP failed to
submit the required letter of credit or paynent bond
pursuant to 4 Pa.C S., Section 1313(c).

That North Shore Gaming, LP was provided
notice of the subm ssion deficiencies and provided an
opportunity to cure.

That North Shore Gaming, LP failed to cure
the deficiency in the manner and time requested by
t he Board.

That the Board considers this to be a

deficient submission, not rising to the level of an
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appl i cation.

That a submi ssion, which fails to satisfy
the aforementioned statutory requirenent, is pursuant
to 4 Pa.C. S., Section 1308, statutorily ineligible to
be consi dered by the Board.

Therefore, the Board orders that the Bureau
of Licensing return the deficient submission with the
submi ssion of its affiliates and key enpl oyee
qualifiers to North Shore Gami ng, LP

Be it further decreed that pursuant to 4
Pa.C. S., Section 1306, the Board voted on Septenber
8th, 2005 to adopt a schedule for the receipt of slot
machi ne operator |icense applications for which the
period cl osed in Decenber 2005.

That pursuant to 4 Pa.C S., Section
1202(a), the Board has jurisdiction over every aspect
of the authorization and operation of slot nachines.

Therefore, North Shore Ganing, LP and its
affiliates and key enpl oyee qualifiers by this order
are precluded from making further slot machine
operator |icense application submssions to this
Board relative to the application period that closed
i n Decenber 2005.

It is hereby ordered that no further action

be taken with regard to this submission, this the 2nd
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day of February 2006. That is the proposed | anguage.

COW SSI ONER MARSHALL: Move the order.

CHAI RVAN DECKER: Do | have a second?

COW SSI ONER D G ACOMD COLINS:  Second.

CHAI RVAN DECKER:  Susan, they withdrew
their application; aml correct?

M5. HENSEL: They requested to withdraw
their application but we're not considering it an
application. So a withdraw is inapplicable.

CHAl RVAN DECKER: They withdrew their
submi ssi on.

COW SSI ONER RI VERS:  Susan, this is
Sanf ord agai n.

MS. HENSEL: Yes.

COW SSI ONER RI VERS:  Anywhere is there a
definition that tal ks about an application versus a
compl eted application?

MS. HENSEL: Yes. The Statute provides for
what constitutes a conplete application, and the
definition includes that the application nust be
provided in the manner set forth by the Board.

It also states that the application nust be
acconpanied by a letter of credit or bond. That is
required to denpnstrate that should a |icense be

awarded, this is a viable candidate to pay the $50
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mllion.

COW SSIONER RIVERS: So it states that all
appl i cations nust be?

MS. HENSEL: Yes. There is a section in
the Statute that tal ks about conplete --it's Section
1308.

COW SSI ONER RI VERS:  Ckay.

CHAI RVAN DECKER:  Thank you.

Do we have a second? | can't renenber.

COW SSI ONER Di G ACOMD COLINS:  Yes, we do.

CHAl RVAN DECKER: |'msorry. GCkay. And
any other questions for Susan or Anne on this
submi ssi on?

MS. LaCOUR NEEB: | just have one
housekeeping matter. W have prepared orders for the
signature of the Chairman. | would ask that the
Board entertain a notion authorizing the Chairman to
sign the order on behal f of the Board.

CHAl RVAN DECKER: Okay. W have to approve
this order first.

MS. LaCOUR NEEB: Ckay.

CHAI RVAN DECKER: If there are no other
questions, all of those in favor of the request by
Susan, please indicate by saying aye.

COW SSI ONERS:  Aye.
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CHAlI RVAN DECKER:  Any opposed?

The notion carri es.

Anne, did you want to cover sonething el se,

too, on this? Can we nmake a notion on --

M5. LaCOUR NEEB: A notion on authorizing

the Chairman to sign the order on behalf of the

Board. W have a prepared order.

COW SSI ONER CONABOY: Second.

COW SSI ONER Di J ACOMO COLINS:  And that it

have retroactive effect.

MS. LaCOUR NEEB: Ckay.

COW SSI ONER Di G ACOMOD COLINS:  Second.

MS. LaCOUR NEEB: We'Ill tender those orders

ri ght now.

CHAI RVAN DECKER:  Thank you.

Al those in favor?

COW SSI ONERS:  Aye.

CHAI RVAN DECKER:  Any opposed?

Thank you.

TREASURER CASEY: M. Chairman?

CHAI RVAN DECKER:  Yes, pl ease.

TREASURER CASEY: Bob Casey.

CHAl RVAN DECKER: Treasurer.

TREASURER CASEY: Just one conmment, which |

think is appropriate to this point.

think the
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actions taken today on all of these notions in ny
opinion is a very inportant nmonent in the life of
this Board, because | think it sends a very clear
signal that the Board and the staff is not only going
to tal k about enforcing the law but it is taking

deci sive steps to do that.

So |l think it's a very inportant nonent,
and | think it's inmportant for people to know that
this law is going to be enforced.

I think it's -- 1 want to conmend the
Board's action. | want to comend the work of the
staff, Anne and Susan and everyone for a lot of hard
work. | know they try to do it, not just according
to the law, but with the due respect for due process.

I think it's very inmportant, and | think it
sends a very clear and unanbi guous signal to people
out there that this is serious business and the |aw
is going to be enforced.

CHAI RVAN DECKER: Thank you very nuch,
Treasurer. W appreciate those remarKks.

MS. HENSEL: Thank you

M5. LaCOUR NEEB: Thank you.

CHAI RVAN DECKER: | think we're noving on
to the part of the licensing presentation; am!|

right?






10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

44

MS. HENSEL: Yes. | have nore.

CHAl RVAN DECKER: | want to -- | would Ilike
to sunmarize a little bit of what we have been doi ng.
I"mgoing to echo what Treasurer Casey said.

I think we took the proper actions today.
W' Il see whether we get a letter request for
reconsi derati on.

We have received 25 applications so far
Am | right on that nunber, Susan?

M5. HENSEL: Correct.

CHAI RVAN DECKER:  So now we' re down to
22 -- 22 have conmplied with the requirenents. So we
have 22 applications for the various categories.

G ven the conpetitive nature of this
process, for us to have taken the other actions --
taken any action other than the ones we took today,
woul d have been inconsistent with our obligations
under our Statute, under our Regs, and woul d have
created an unfair and unequitable result for those
that did conply with the Statute.

Bef ore we nove on, because of our
quasi-judicial roles, the Board is not going to be
conmenting on the actions today.

If you have any questions, you can direct

those to Nick Hays, our comuni cations director
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Wth that said, Susan and Anne, could you
start with the rest.

MS. HENSEL: Ckay. |'mactually going to
ask Richard Wllianson to join ne. W're going to
tal k about manufacturer applications. Richard is, of
course, the head of our Gaming Laboratory.

CHAI RVAN DECKER:  Ckay.

M5. HENSEL: As you recall at the |ast
nmeeting, | suggested that the Board may want to
reconsi der opening the wi ndow for acceptance of
manuf act urer applications.

The Board requested input at that time from
potential manufacturers and slot facility applicants
and tabl ed any action on that recomendati on unti
this meeting.

The Bureau of Licensing has since received
several letters frompotential operators expressing
their interest in manufacturer products that are not
avai | abl e through the existing nmanufacturer
appl i cants.

We have not received any letters in
opposition to the request for input on reopening the
application period. Al of the letters we have
recei ved have been provided to you

| have asked Richard WIIlianson to di scuss
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the type of equipnment the potential operators are
interested in acquiring and al so perhaps some further
information on the letters.

MR WLLIAVMBON: Good norni ng, Chairman
Decker and Conmi ssioners all. As Director Hensel has
i ndi cated, the staff is proposing that the Board
approve reopening a period in which conpani es can
apply for a manufacturer |icense.

The letters in the material before you are
fromcasino |license applicants here in the
Comonweal t h.

Al of the letters are in favor of
reopeni ng the application period and all address one
conpany in particular, Progressive Gam ng
I nternational, doing business as M kohn Gani ng
Cor poration

I have reviewed these letters and | concur
that gaming products offered by this conpany are
necessary for casino operators in the Commonwealth to
be competitive with the surrounding jurisdictions.

In particular, Mkohn Gam ng Corporation
of fers a nonproprietary jackpot, progressive bonus
technol ogy, commonly referred to as a progressive
controller for all slot machines.

This product will enable Pennsylvania
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casino operators to market slot nachines in a nmanner
in which players have come to expect in every first
class gaming jurisdiction

Further, in preparing for this neeting
today, | discovered that the |list of nmanufacturers
who have submitted for licensure thus far does not
i ncl ude conpani es whi ch produce equi prent, which
view as critical to the proper and efficient
operation of casinos.

In particular, | noted the absence of
currency counting equi pnrent manufacturers. This
equi prent is essential to the accurate counting and
recordi ng of cash retrieved fromthe slot machines.

Reopeni ng the period for manufacturer
submi ssions woul d all ow t he prospective operators to
review their proposed gaming rel ated equi pnent
requirenents and determne the availability of the
products they expect to purchase, and woul d ensure
that we do not proceed along a path which renders our
operators unable to obtain critical equipnent.

CHAI RVAN DECKER:  Anyt hi ng el se on that
poi nt ?

MS. HENSEL: Based on the letters received
fromthe potential operators and the | ack of

opposition that was in those letters and based on
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Richard's insight, | would Iike to recomend to the
Board that you consider a notion to reopen the
application period for manufacturer applicants
requiring themto subnmt their applications by
February 28th, 2006.

COW SSI ONER COY:  So noved.

CHAl RVAN DECKER: Is there a second?

COMM SSI ONER McCABE:  Second.

CHAl RVAN DECKER: Pl ease.

COW SSI ONER MARSHALL: Jeff, were you the
nmovant ?

COW SSI ONER COY:  Yes.

COW SSI ONER MARSHALL: | wonder if you
woul d entertain an anendnent to your notion that says
in light of the fact that we offer the opportunity
for those applicants who filed within the deadline to
comrent and oppose this, and further in light of the
fact though no one chose to oppose that on that
basis, you would nmake the notion.

COW SSI ONER COY:  Fi ne.

CHAl RVAN DECKER:  That's -- we have a new
preanble, which | think is right.

COW SSI ONER MARSHALL:  And | think the
point is --

CHAl RVAN DECKER:  It's inportant.
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COW SSI ONER MARSHALL: | don't -- as you
know, | was the one who objected to it the last tinme.
I don't think we want to willy nilly set a precedent
that our deadlines don't nean anything.

I think in light of the need that Richard
and Susan have said, and the fact that we offered the
peopl e the chance to object and nobody chose to,
think that woul d be the basis.

I think extending |icensing deadlines
shoul d be done carefully in a very narrowy,
prescribed peri od.

CHAl RVAN DECKER: | agree with Chip on that
point. We discussed that -- | discussed that with a
lot of the directors. There was some concern about
this.

Do we know that they're going to apply this
time around? Are we fairly certain that they wll
apply this time around?

MR WLLIAMBSON: |I'mfairly -- yes. As far
as the other companies --

CHAl RVAN DECKER: W are going to have to
move on because of the 90-day requirenent that
manuf acturers -- so we're going to have close the
period and then nove on with the conditionals and

others. So this is the |ast wi ndow for this.
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MS. HENSEL: That is the reason we were
requiring a very short tine franme ending at the end
of this nonth, because we do have that requirenent in
the Statute that those 90 days pass.

That's really the only reason it's being
recomended to the Board that we even inpose
deadl ines is because of that 90-day rule in the
Stat ute.

CHAl RVAN DECKER: Right. After that is
done, we can open it up.

COWM SSI ONER Di G ACOMD COLINS: Al so, |
would just like to state that | think Ri chard
Wl lianson sets forth the conpelling reasons to take
this unusual step, and that is to allow for
Pennsyl vania to have a conpetitive position in the
gam ng market once we're up and running. So | think
that's a very good point that you made. Thank you.

CHAI RVAN DECKER:  Mary, thank you.

Pl ease.

SECRETARY FAJT: Thank you, M. Chairman.

Just to be clear that this opening of the
period applies to any and all other nmanufacturers who
choose to opt in at this time. [It's not just the
entity that you nentioned, Richard, correct?

MR, WLLIAVBON: That is correct.
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MS. HENSEL: This is the second chance.

MR WLLIAVSON: And a first chance for
ot her manufacturers that didn't know they needed to
apply for a license.

MS. HENSEL: Right.

CHAI RVAN DECKER:  And have licenses in
other jurisdictions for manufacturers?

MR WLLIAVMSON: | don't knowthat's a
common el enent for a counting equi pnent conpany.

CHAI RVAN DECKER:  Any ot her questions?

COW SSI ONER Di J ACOMO COLINS: Do we need
a second as to the notion as anended? |If so, | offer
it.

COW SSI ONER McCABE: | seconded it.

CHAl RVAN DECKER: So we have a second. All
right. Thank you for that.

Any ot her questions?

Hearing none, all those in favor -- did you
want to say sonething, Susan?

M5. HENSEL: Go ahead.

CHAI RVAN DECKER:  Al'l of those in favor,
pl ease indicate by saying aye.

COW SSI ONERS:  Aye.

CHAI RVAN DECKER: Any opposed?

Motion carri es.
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Susan?

M5. HENSEL: Now, | would like to say
something. | just wanted to point out to any of the
potential applicants that the application has changed
significantly fromthe original posting |ast sumer.
We will be posting the new application on the website
for access by those who would like to fill it out.

CHAI RVAN DECKER:  When will that take place
since we have a deadline?

M5. HENSEL: By tonorrow. We will have it
out there by Friday.

CHAI RVAN DECKER:  Thank you, Susan

Thank you, Richard, very nuch.

Today, under the headi ng of regul ation, we
are going to entertain four nmotions. Then we're
going to resune a discussion that began at the |ast
meeting on a proposal to amend the definition of
stock in our regulations. W will not vote on that
i ssue today, but we will discuss the issue.

The first notion we will consider would
adopt the public coments and the proposed responses
to the draft tenporary regul ati ons governing interna
controls for casino operators.

Second, we will consider a notion adopting

those regulations. Third, we will consider severa
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editorial changes to existing regulations.

Finally, we will consider a set of proposed
techni cal standards pursuant to the internal contro
regul ations. Then we will have the di scussion on
st ock.

As usual, | have asked Commi ssioner Colins
to |l ead us through this discussion, and Maureen
Wl lianson, one of our Deputy Chief Counsels, wll be
hel pi ng here today.

Maur een, wel cone.

MS. WLLIAMSON: Good nor ni ng.

COW SSI ONER Di G ACOMD COLINS:  |'m just
going to turn it over to the people who did all of
the work on it

M5. WLLIAMSON: Okay. Thank you

Good norni ng, Chairnman Decker, nenbers of
the Board. As you correctly stated, before you for
consideration this norning is adoption of the Board's
response to the public coments received with regard
to our regulations on accounting and interna
controls as set forth so far, and our technica
standards on digital and video recording fornmat.

The nonth | ong conment period expired on
January 6th for these regulations. During that

period, comments were received froma variety of
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sources within State Governnent, fromthe

Pennsyl vania Institute of Certified Public
Accountants and a variety of potentially regul ated
oper at or s.

Many of the suggestions were very hel pful
and were incorporated into the regulations. A nunber
were stylistic or were suggestions that woul d have
been contrary to our overall regulatory schene, and
on that basis were declined, and still others sought
relief as to proposed regul atory requirenments dealing
wi t hout output fromslot nonitoring systens and
override capabilities on surveillance systens, which
are premature at this tine.

So the recomendation there as to a
response is to represent that, in fact, when we're
doi ng the actual reviews of the slot nonitoring
systens and the surveillance systens, that if the
regul atory requirenents prove technologically
probl ematic or overly burdensone that we will revisit
those procedures and requirenments at that tine.

Due to the shear volune of the conments,
I"monly going to touch on a few things that were
nmost significant.

Sone of themin particular that were

suggestions that we did incorporate were those
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i nvol ving Sections 465.3 and 465.6 involving the type
of reports that the Board -- that will be provided to
the Board fromthe slot operators' Certified Public
Account ant s.

In these cases, the regul atory proposal was
revised to use nore technically appropriate | anguage
and to nmore clearly and succinctly state the Board's
expectations in this area.

I would like to thank in particular Allison
Henry of the Pennsylvania Institute of Certified
Public Accountants. She was really nost helpful in
working with me on this particular section. | do
t hank her very nuch for the input.

Wth regard to job conpendi uns, we did sone
streamining. W elimnated sonme filing requirenents
with regard to non-gam ng regi strants, such as food
and beverage enpl oyees who will be on the floor but
are not involved in gam ng. W elongated sonme filing
requi renents, provided nandatory departnments were not
i nvol ved.

Anot her significant incorporation that we
did do at the behest of the Pennsylvania State Police
was to revise the record retention requirement for
surveill ance recordings to 30 days; but | would say

that in doing this when we're review ng the actua
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systens, we'll be |ooking at the nethodol ogi es
available for that retention in order to preserve
system storage capacity for the operators.

Wth regard to anendnents which were
declined, they specifically related to record
retention. W are very, very committed to a broad,
five-year record retention requirenent, which is
standard practice in the industry.

Any limtations on that would be
problematic at this point. Wat we have incorporated
into the regulation is an opportunity for the Board
to exanmine a particular request for relief fromthose
provi si ons.

This would allow us to, in a very quick and
timely manner, | ook for docunment destruction outside
that five-year period and determine if there are any
evidentiary, investigative, or audit needs for that
docunent .

A nunmber of comments were concerned about
the I evel of involverment with -- of the Board's
Bureau of Investigation and Enforcenent in the
initial review of a surveillance systemor in
subsequent changes in canera | ocations, canera
specifications, lighting, and things that go to the

quality of the system and in view of the inportance
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of the surveillance function to the overall integrity
of the property, these conments were declined.

That said, we intend BIE s involvenent in
ensuring the functionality of these systens to be
very efficient, to allow for expedited changes or
nodi fications in the systens, and to really be
mnimal ly intrusive for our operators.

Finally, there were a nunmber of suggestions
that involved a suggestion that we Iimt video
recording format to digital only. W declined to do
this. The choice between anal ogue and digital will
be left to the operator

So that gives you kind of an overvi ew of
the type of things we were dealing with. | would ask
that the Board nmake a notion to accept the responses
as proposed, and that the Board further nmake a notion
to adopt the accounting and internal control, Section
465. 1 through 11 as revised.

COW SSI ONER MARSHALL: So noved.

CHAlI RVAN DECKER:  Second?

COW SSI ONER CONABOY:  Second.

CHAI RVAN DECKER:  Thank you

Any questions or coments?

COWM SSI ONER Di G ACOMD COLINS:  Coul d

just ask that we clarify that the first notion as one
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to adopt the responses to the public coments and to
publi sh those responses on the website?

CHAl RVAN DECKER: Okay. |Is that an
amendnent ?

COW SSI ONER Di G ACOMD COLINS:  That woul d
be an anmendnent.

CHAI RVAN DECKER: Can sonebody -- Chip,
will you accept that?

COW SSI ONER MARSHALL: Oh, sure.

CHAl RVAN DECKER: W have a second for
t hat ?

COWM SSI ONER CONABOY:  Second.

CHAl RVAN DECKER:  Thank you, Mary.

Al right. Any other questions?

Al of those in favor, please indicate by
sayi ng aye.

COMM SSI ONERS:  Aye.

CHAI RVAN DECKER:  Any opposed?

The notion carri es.

Thank you very much, Maureen.

COWM SSI ONER Di G ACOMD COLINS:  And the --

CHAI RVAN DECKER:  The next one?

COW SSI ONER Di G ACOMOD COLINS:  Then coul d
| offer the second notion, which would be to adopt --

for the Board to adopt the tenporary regul ations
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relating to internal controls and adopt it in the
formof a resolution since we have adopted --

COW SSI ONER MARSHALL:  Second.

CHAI RVAN DECKER: Any questions?

Al of those in favor, please indicate by
sayi ng aye.

COMM SSI ONERS:  Aye.

CHAI RVAN DECKER:  Any opposed?

Motion carri es.

Al right. Mchelle?

MS. AFRAGOLA: | just have a few anendnents
to the regul ations today. These were based on
suggestions fromour legal staff. They are to
Sections 401.4, 421.2, 437.9, and 441.6.

In 401.4 entitled Definitions, we anended
the definition of clerk to assign this position
specifically to the Ofice of Hearings and Appeal s.
So the clerk will be assigned to that office.

In Section 421.2 entitled Licenses,

Regi strations, Certifications, and Permits, we've
added nanagenent conpanies to the list of |icenses
that the Board may issue.

In Section 437.9 entitled Exenption from
Vendor Registration or Certification Requirenments, we

have added architects and engineers to the list of
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professionally |icensed persons who are exenpted from
the vendor requirenent.

Because t hese occupations are subject to
professional |icensure, we feel that they provide
simlarly conprehensive licensing so they don't have
to be certified as vendors.

In 441.6 entitled -- this pertains to the
sl ot machine license applicant character
requi renents, we anmended the | anguage of the notice
of civil judgments to clarify the scope of antitrust
and security violations that the applicant nust
submit to the Board.

Finally, in 441.18 entitled Change in
Onnership or Control of Slot Machine Licensee and
Multiple Slot Machine License Prohibition, we have
changed the word their to the word its. That's all

COW SSI ONER MARSHALL:  So noved.

COWMM SSI ONER CONABOY:  Second.

CHAI RVAN DECKER: Okay. Any questions for
M chel | e?

Al of those in favor, please say aye

COMM SSI ONERS:  Aye.

CHAI RVAN DECKER:  Any opposed?

Motion carri es.

Thank you.
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Mary?

COW SSI ONER Di G ACOMOD COLINS:  Back to
Maur een.

CHAl RVAN DECKER: Back to Maureen. | just
wanted to make sure.

MS. WLLIAMSON: We have one nore quick
one. As | stated earlier, our regulations allow use
of either an analogue or a digital recording format.

465. 11 of our regul ations provides that any
digital video recording systemutilized by a slot
machi ne |icensee nust be in conpliance with any
techni cal standards promrul gated by the Board by rule
or order.

Before you this norning for consideration
is our first technical standard. This has to do with
digital video recording formats.

Al of its provisions were actually
included in the first proposal on accounting and
internal controls and was subject to the full public
comrent peri od.

But due to the highly technical nature of
this particular subject matter, this is dealing with
frames per second, it's dealing with pixe
specifications on the visual resolution

We thought it nore appropriate to break
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this material out as a technical standard pursuant to

whi ch the Board can give guidance to those entities

that are contenplating use of a digital systemas to

what standards the Board would |like to see with those

syst ens.

adopt our

So | would ask you to make a notion to
first technical standard.

CHAI RVAN DECKER:  Thank you

Do we have a notion?

COW SSI ONER MARSHALL:  So noved.

CHAl RVAN DECKER:  Second?

COWM SSI ONER CONABOY:  Second.

CHAI RVAN DECKER:  Thank you

Any conments or questions?

M chael , do you understand these terns?
MR, WALSH: | do.

CHAl RVAN DECKER: Thank you. GCkay. Then

we' Il be okay.

Al'l of those in favor, please indicate by

sayi ng aye.

very nuch.

COW SSI ONERS:  Aye.

CHAl RVAN DECKER: Mdtion passes. Thank you

MS. WLLIAVMSBON: Thank you

CHAI RVAN DECKER:  We have one npbre item on
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the reg side. | want to ask Mary to start that
di scussion. It's on this definition of stock that we
tal ked about a bit.

COW SSI ONER Di G ACOMO COLINS: Al right.
Thank you very mnuch

Last week or at the last neeting, we
touched upon a proposed amendnent to the regs by
offering a definition of stock. 1'mgoing to read
the definition. Then I'mgoing to refer to the
Statute.

Just open it up for a little conversation
and then ask that we, again, request public conment.
W' ve received no public coment as yet.

I would like to ask for ten nore days so
that we can get input on this issue because | think
it's a very significant one. Hopefully, you'll see
why when | get through it.

The definition we're going to propose for a
vote in the future is that stock is any equity
security that is listed or authorized for listing on
the New York Stock Exchange or the Anmerican Stock
Exchange or listed on the National Market System of
t he NASDAQ stock market, or any equity security that
is exenpt fromstate regulation pursuant to Section

18(b) (1) (b) of the Securities Act of 1993 as anended.
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The reason for my proposing the definition
is supported by the | anguage in the Statute, which
think | eaves a very significant |oophole that the
Board should | ook at and address with respect to what
a financial interest is and how nuch ownership a
public official may have in a ganming entity.

1512 is entitled Public Oficial Financial
Interest. 1'mgoing to read the rel evant sections of
this.

A, general rule; except as may be provided
by rule or order of the Pennsyl vania Suprenme Court,
no executive |l evel state enpl oyee, public official
party officer, or imediate fam |y menber thereof
shal |l have, at or following the effective date of
this part, a financial interest in or be enpl oyed
directly or indirectly by any licensed racing entity
or licensed gam ng entity or any holding affiliate
i ntermedi ary or subsidiary conmpany thereof or any
such applicant nor solicitor accept directly or
indirectly any conplimentary service or discount from
any licensed racing entity or |icensed ganing entity,
whi ch he or she knows or has reason to know is other
than a service or discount that is offered to nenbers
of the general public.

The relevant portion of this provision that
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deals with the definition of stock is the financia
interest portion that | just read covering a public
of ficial

Now, further on in Section 1512(b) is the
definition of a financial interest. Oaing or
hol di ng securities exceeding 1 percent of the equity
or fair market value of the licensed racing entity or
l'icensed ganming entity, its hol ding conpany,
affiliate, internediary, or subsidiary business.

A financial interest shall not include any
such stock that is held in a blind trust over which
the executive | evel state enpl oyee, public official
party officer, or imediate fam |y nenber thereof may
not exerci se any managerial control or receive incone
during the tenure of office and the period under
Subsection A

It's ny concern that without a definition
of stock as we are offering, that we have a situation
here where financial interest could -- what could be
excluded fromthe definition of financial interest
woul d be a large sumor a large quantity stock held
in a non-public conpany.

That could be placed in a blind trust,
which would just sit there for safekeeping

indefinitely while the public official continued in
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his or her office, and that stock, because it is in a
privately held conpany, would not be as marketable or
an asset that could be easily alienated by the
trustee of the blind trust.

It's called a blind trust; but in fact, it
really doesn't do much other than hold this gam ng
stock, if it exists, in safekeeping for the public
of ficial

So that seens to ne sonething we have to
look at in terms of the intent of the act which is to
limt ownership to 1 percent. That's why | offer
this for discussion and for public coment. | would
I'ike sone input on it.

CHAl RVAN DECKER: Any comments from anyone
on the Board on this?

Mary, you're basically saying a public
official through a blind trust could own 100 percent
of one of our casino --

COWM SSI ONER D J ACOMD COLINS:  Absol utely,
as long as it's a privately held conpany, not a
publ i c conpany.

You know, another distinction too is this
blind trust, it's different fromthe situation where
the public official before becomng the public

official was on the board or held stock in Exxon or
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sonme ot her conpany, and then went into public office
and that stock was placed in a blind trust. It's
different.

This is stock that would be in a conpany
formfor the purpose of getting involved in this new
entity -- new business, gaming, this new licensed
business. Its a different scenario. That's why I
want to offer it for consideration.

CHAI RVAN DECKER: | can't imagine that's
what the framers of this, drafters of this, intended.

COW SSI ONER Di G ACOMO COLINS:  No, nor |I.
That's why | think we should address it.

CHAlI RVAN DECKER: One thing we should
check, do we have the authority to do this or is this
somet hing that has to be done by statutory amendnent?

COWM SSI ONER Di G ACOMD COLINS: | don't
know.

CHAI RVAN DECKER:  Any questions or comments
from anybody fromthe Board?

COMWM SSI ONER MARSHALL: | suppose one
question that m ght interest us, when the classic
definition of a blind trust, what can be held in
t hat ?

CHAI RVAN DECKER: | think anything.

COW SSI ONER Di G ACOMO COLINS:  Anyt hi ng.
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CHAI RVAN DECKER: | think corporate-w se
anything can -- normally, anything could be it.
Peopl e put real estate interests in blind trusts for
various activities. You could put a stanp collection
in, fromsonmebody that | checked with this. You can
put anything in it.

COW SSI ONER Di G ACOMO COLINS:  And --

CHAl RVAN DECKER:  Norrmally, | don't think
blind trusts have to be narketable, you know,
mar ket able in the sense that you can flip it in a day
t hrough an exchange.

Ckay. Are there any other comments or
questions?

Thank you, Mary, for bringing this to our
attention. |'msure that --

COW SSI ONER MARSHALL: | nove that we
extend the coment period another ten days.

CHAI RVAN DECKER:  Yes, please. W would
like to see some comments on this. Also, if you're
going to coment, maybe you could comrent on whet her
you think we have the authority to do sonething on
it. Thank you very nuch.

Jeff, can | have a notion to adjourn? |'m
j ust teasing.

COW SSI ONER MARSHALL: We need to vote on
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CHAl RVAN DECKER:  Yes,

on the extension.

I"msorry. |

COW SSI ONER MARSHALL:

and a vote.

69

I know. 1'Il vote
apol ogi ze.

W& need a second

CHAI RVAN DECKER: | need a second on Chip's

motion to extend the comrent period on stock for

anot her ten days.

COW SSI ONER MARSHALL:

CHAI RVAN DECKER:  Al'l

COW SSI ONERS:  Aye.

Second.

of those in favor?

CHAI RVAN DECKER:  Any opposed?

Thank you.

W& have one nore item admnistrative

M ke Wal sh, could you pl ease cone up. Thank you

MR. WALSH: Thank you

it been a m nute?

There are six --

M. Chairman. Has

I haven't kept track.

I'"'msorry -- seven

proposed hires for the Board to consider today.

Bef ore we do that,

I just want to provide one piece

of information for the nenbers

As you know, the 50-p

us investigators are

out at training the past two weeks for the Bureau of

I nvestigation and

Monday,

Enf or cenent .

February 6th,

they deploy to Philly
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and Pittsburgh. W've been working to get tenporary
of fices up and running, which will be in place Mnday
nor ni ng.

| wanted to thank our IT staff and our
of fice staff who have been working hard to get that
done. The bids -- the best and final proposals for
the permanent Phil adel phia and Pittsburgh | ocations
came in yesterday. So we will be review ng them and
be in touch with you and BIE to go over those
proposal s.

CHAIl RVAN DECKER:  We're still in the
process of reviewing the best in finals in
Harrisburg; is that correct?

MR, WALSH: That's correct.

CHAl RVAN DECKER: Okay. Let me nmake a note
al so that the BIE training included not only our
i nvestigators but a number of investigators fromthe
State Police. W' re hearing very good positive
responses about the session. Thank you

MR WALSH: Each of the directors here went
out and made presentations as well.

Ckay. For the seven hires for today upon
the recommendati on of Bureau directors and executive
director, we will put forth seven candi dates.

The first is in the Bureau of Corporate
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Conpl i ance and Internal Controls, Janes Talerico as a
manager .

The next four are in the Bureau of
Li censing to assist with Susan Hensel's work. Three
Iicensing analysts, they are Mark M|l er, Deanna
W liams, and Brenda Reece; and an administrative
assi stant, N kki Shearer.

The other candidate is working in the
of fice of the Executive Director as a special
assistant to the Executive Director and Acting
Secretary to the Board. That's Paul Resch.

CHAl RVAN DECKER: That's the seven?

MR WALSH:  Si x.

CHAl RVAN DECKER: Let ne announce the
seventh. W are proposing that Frank Donaghue, who
is currently the Chief Deputy Attorney General and
Director of the Bureau of Consuner Protection for the
Pennsyl vania O fice of Attorney General, be appointed
el ected as our Chief Counsel.

I have his resune here. Frank is a
terrific guy. We have been interview ng himover the
course of the last nonth or so or longer. W are
very pl eased to have Frank joining us.

Frank has worked in the Attorney CGeneral's

O fice since 1996. He has risen to one of the nobst
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i mportant positions in the Attorney General's Ofice.
He has gotten rave reviews fromeveryone in a very,
very tough assi gnment.

He was a Suprene Court clerk for Justice
Castelle, prior to joining the Attorney CGeneral's
Ofice. W've heard nothing but positive references
about Frank and particularly in a very tough job that
he is in right now

Can | have a notion?

COW SSI ONER MARSHALL: | woul d nmove the
hiring of all seven.

CHAlI RVAN DECKER:  Second?

COWM SSI ONER McCABE:  Second.

CHAl RVAN DECKER: Are there any questions
about any of the candi dates?

Heari ng none --

COW SSI ONER MARSHALL: Al subject to
backgr ound.

CHAI RVAN DECKER: Thank you. All subject
to our background investigations.

Hearing that, all of those in favor, please
i ndi cate by saying aye.

COW SSI ONERS:  Aye.

CHAI RVAN DECKER: Any opposed?

Motion carri es.
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Thank you.

M chael , anything el se?

MR WALSH: That's it.

CHAl RVAN DECKER: |s there any other new
business to cone before the Committee? We will be
havi ng an Executive Session where we're going to | ook
at sonme additional personnel matters after the
meet i ng.

Sorry. Geg?

SECRETARY FAJT: One point, M. Chairnman,
because |' m shanel ess in ny support of our Pittsburgh
Steelers, | wuld like to --

CHAI RVAN DECKER: W didn't do this Iast
year ?

SECRETARY FAJT: No, | know we didn't.
This is unprecedented. W're going to win, too. No
of f ense.

CHAI RVAN DECKER: Good. | hope so.

SECRETARY FAJT: | would like to enter the
support and the best w shes of the Gam ng Board for
the Pittsburgh Steelers.

M. R vers, are in you in agreenent with
t hat ?

COW SSI ONER RIVERS: Totally in agreenent

with that.
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COW SSIONER McCABE: | third it.

CHAl RVAN DECKER: Did you ever ref any
Pittsburgh Steel ers ganmes, Sandy? Okay. We won't
answer that.

Thank you very much for attending. The
nmoti on passes. W are adjourned.

(The hearing concluded at 11:46 a.m)
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| hereby certify that the proceedi ngs and
evi dence are contained fully and accurately in the
notes taken by ne on the within proceedings and that

this is a correct transcript of the sane.

Hllary M Hazlett, Reporter
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