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CHAI RVMAN DECKER: Good eveni ng, everyone.
I'm Tad Decker. |'m Chairman of the Gami ng Contr ol
Boar d.

I would like to welcome the Board and all
of you to this public neeting. |'mgoing to ask Paul
Resch, our secretary, to call the roll, please.

MR, RESCH:. Chairman Decker?

Conmi ssi oner Angel i ?

COW SSI ONER ANGELI:  Present.

MR. RESCH: Conmi ssi oner Colins?

COW SSI ONER Di G ACOMO COLINS:  Present.

MR, RESCH. Conmi ssi oner Coy?

COW SSI ONER COY:  Present.

MR, RESCH:. Conmi ssioner MCabe?

COW SSI ONER McCABE:  Present.

MR RESCH:. Conmi ssioner Rivers?

COW SSI ONER RI VERS:  Here.

MR. RESCH: Commi ssi oner Soj ka?

COW SSI ONER SQJKA:  Present.

MR. RESCH:  Secretary Dennis Wl ff?

Secretary Tom Wl f?

Keith Wel ks, ex-officio designee?

MR, VELKS: Present.

MR RESCH:. Chairman Decker?

CHAl RVAN DECKER: Did you call ny nane?
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MR RESCH:. Chairnman Decker?

CHAI RVAN DECKER:  Here.

Thank you, Paul

A quorum of the Board is present.
Therefore, the neeting is called to order. | would
like to wel cone the Board nenbers and staff or any
person who is going to nake presentati on who i s going
to attending -- anyone who is going to nmake a
presentation identify thenmsel ves before speaking.
Lastly, | would like to rem nd everyone to shut off
t heir phones and bl ackberri es.

Let's start with the Pledge of Allegiance,
and since Conmi ssioner Sojka is there, would you
pl ease lead us in the Pl edge?

COW SSI ONER SQJIKA: | woul d be pleased to

(Pl edge of Allegiance.)

CHAI RVAN DECKER:  Thank you. By way of
announcenents, the Board hel d Executive Sessions
before this nmeeting tonight, as well as on June 22nd,
July 2nd, 3rd, and 6th to discuss various personne
i ssues and ot her non-business matters. No business
was conducted at these sessions.

New busi ness. As you know, we are here
tonight as a result of the Comobnweal th's current

budget inpasse and to discuss and consider the inpact
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of the potential furlough on the Departnent of
Revenue enpl oyees that operate and nonitor and
supervise the Central Control Conputer Systemto
which all slot machines in Pennsylvania are required
by our Gaming Act to be Iinked.

We're going to hear froma nunber of
i ndividuals, particularly our Executive Director
Anne Neeb, and our Chief Counsel, Frank Donaghue; but
| understand that we have present with us tonight a
representative or some representatives of the
casi nos, who or operators who are going to nmake a
presentation concerning this issue to the Board.

If it's appropriate, if Anne or Frank could
pick this up now since I'mnot there and introduce
whoever it is that's going to make this presentation
and the Board has agreed to allow that. Nornally, we
don't. In this case, in light of the circunstances,
we felt it was appropriate to receive such a
presentation.

Anne or Frank?

MR. DONAGHUE: Sure. This is Chief Counse
Frank Donaghue, M. Chairman. Before us is M. Bill
Downey, who would like to nake a presentation to the
Boar d.

Bill, I'Il turn it over to you and if you
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want to introduce anyone el se who nay neke a
presentation, you nay do so.

MR, DOWNEY: Thank you, Frank. | think I
will refrain fromintroducing. W have with us
counsel and various representatives fromeach of the
five licensees. 1'll dispense with introducing
everyone with us.

| have -- M. Chairnman, | have prepared
some remarks. Before | get to them | just want to
address sort of a general procedural matter just to
point out that in terns of our presentation tonight,
we have nade a series of assunptions based upon our
correspondence and conmuni cation with your staff.

VWhat we have tried to do is come to some
concl usi ons about precisely what it is the Gam ng
Control Board anticipates its response mght be in
the event that the furlough that we're all so keenly
aware of actually cones to fruition

As a result, ny prepared comrents are going
to focus primarily on what we see as the two prinmary
i ndi cations that we have received.

The first is that in some fashion the
Gam ng Control Board might take steps to effectively
shut down gaming. We're not precisely certain what

formthat might take but we are -- we have prepared
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remarks to address what we see as the two primary
al ternatives.

MR, DONAGHUE: Bill, not to interrupt but
to make it clear for the record, you are representing
all five operators?

CHAI RVMAN DECKER:  Thank you.

MR, DOWNEY: Yes. |In fact, that's part of
ny prepared remarKks.

CHAI RVAN DECKER: That's not a problem

MR. DOMNEY: The second focus is the -- |
guess the practical and legal inpact of the
unavail ability of those Departnent of Revenue
enpl oyees who have been tasked to deal with the
Central Control Conputer System

So what we will do in the prepared renarks
is basically just wal k through each of those areas
and just to cone to the punch line sort of quickly,
we're going to ask that the Board take no action in
contenpl ation of this furlough

Having said that, | also want to thank
staff who have been tal king and working with us over
the weekend to kind of get us up to speed with where
t hi ngs wer e headed.

MR, DONAGHUE: Before you read, for all of

t he Board nmenbers, | want to nmake sure all of the
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Board nenbers can hear the presentation

CHAI RVAN DECKER: Not a probl em

MR, DOWNEY: Wth that, 1'mgoing to get
into ny prepared remarks. Good evening, M. Chairman
and nenbers of the Board. M nane is Bill Downey.
I"'ma partner in the law firm of Fox Rothschild.

I"mhere this evening to speak on behal f of
each of the Commonwealth's five |icensed and
operating Category 1 casinos. Specifically, they are
Chester Downs and Marina, LLC, Downs Racing, LP
Greenwood Gaming and Entertai nnent Inc., Presque
I sl e Downs, |Inc. and Washi ngton Trotting Association
I nc.

VWile we regret the need for this evening' s
appearance, we appreciate the Board's invitation to
address, anong other things, the inpact of the
much- publici zed, planned furl ough of the
Conmonweal th' s Depart nent of Revenue enpl oyees
assigned to the Central Control Computer System

However, we're also here today to speak on
behal f of the Commonweal th or perhaps nore precisely
the citizens of the Conmonweal th, who were sold on
the benefits of gaming in Pennsylvania, such as
property tax relief, econom c devel opnent, tourism

relief, support for the horse and harness racing
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i ndustries, job creation, anong nmany ot hers, and nmany
of whom have becone dependent upon the casinos for
their livelihood.

Col l ectively, the five casinos directly
enpl oy approxi mately 3,500 of these hard-working
Pennsyl vani ans and are responsi bl e for the enpl oynent
of countless others in ancillary industries,

i ncl udi ng those unfortunate Commopnweal t h enpl oyees,
i ncludi ng the Departnment of Revenue enpl oyees, who
find themselves in what | have to inmagine is an
unwant ed spotlight.

The threatened shutdown of the casinos wll
nost assuredly hurt the casinos thensel ves, but the
shutdown will affect many other Pennsylvanians in a
very specific and negative way.

The casi nos generate, in addition to their
own profits, approximately $1.7 mllion in taxes and
assessments to the Commopnweal th every day they are in
operation.

In addition, the casinos pay their
enpl oyees hundreds of thousands of dollars per day
and spend tens of thousands a day in Pennsylvania on
a wide array of goods and services, all providing a
further and significant boost to the Commopnweal th's

econorny, tax revenues, and jobs.
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We ask that the Board refrain fromtaking
any action that would result in the shutdown of the
casi nos, because we believe that any such action
woul d be |l egally inproper and because the
uni nterrupted operation of the casinos is without a
doubt in the best interests of all parties; the
Conmonweal th, its constituent nunicipalities, its
citizens, the casino |licensees you regul ate and the
i nvest mnent conmunity that has actively participated
in the financing of the operations of these
i censees.

I'"mgoing to nove now specifically to the
power to shut down. Through various conversations
and correspondence with GCB staff, we understand that
the Board is considering the propriety of the
i ssuance of an order, whether it be in the formof a
tenporary suspension order or a cease and desi st
order, as a neans to shut down or at least maintain a
shut down of the casinos.

The Act, specifically 1209(b) requires good
cause to suspend a license. A review of the basis
for suspension contained in the Act and in the regs
reveal that all such bases are prenised upon the
conduct of the subject |icensee.

None relate to politics, the budget
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process, a budget inpasse, or the furlough or other
absence of Departnent of Revenue enpl oyees and,
t heref ore, none of such bases could constitute good
cause sufficient to suspend a license.

A review of other potential, relevant
sections of the Act and the regul ati ons evi dences a
simlar legislative intent; that is, to enpower the
Board to take action agai nst a problem casino but not
to enpower the Board to arbitrarily shut down the
casi nos, each of which has paid a $50 mllion fee for
the privilege of operating in Pennsylvani a.

For exanple, under Section 1207(1) of the
Act, the Board can suspend a license only if the
i censee has furnished fal se or m sl eading
information to the Board or the |licensee has failed
to conply with the provisions of the Act or
regul ations and the Board finds that it would be in
the public interest to suspend the |icense.

Simlarly, under Section 1326(b) of the Act
in the context of renewal of |icenses, the Board is
aut horized to suspend licenses at its discretion if
it determ nes the applicant or any of its officers,
directors, owners, or key enployees is in violation
of any provision of the Act or regulations, that the

applicant has furnished to the Board fal se or
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nm sl eadi ng i nformation, or that the informtion
contained in the applicant's initial application or
any renewal application is no |longer true and
correct.

The casinos are and renmain in ful
conpliance with the Act and regul ati ons, and no
casino has furnished false or m sleading infornmation
to the Board.

Al information provided to the Board, as
updated fromtine to tine, remains accurate.

Mor eover, in view of the trenmendous inpact upon the
casi nos, their enpl oyees and vendors, and the
Commonweal th and its citizens, all, as discussed
earlier, suspension of the |licenses or any other
action that shuts down the operation of the casinos
woul d be directly adverse to the public interest, not
init.

The Act similarly does not empower the
Board to shut down the casinos using a cease and
desi st order.

In fact, the Act itself does not even
provide the Board with general cease and desi st
power. The only cease and desist power conferred
upon the Board by the Act is found at 1518. Section

1518 is titled Prohibited Acts and Penalti es.
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Section 1518(a) describes a series of acts
that are used in crimnal acts in connection with the
busi ness of gaming in the Conmonweal t h.

Section 1518(b) describes crimna
penalties and fines applicable for violations of
certain other provisions of the Act.

Section 1518(c) grants the Board -- grants
the Board the ability to inmpose a series of
adm ni strative sanctions to be used in the face of a
vi ol ati on of |aw.

Agai n, the casinos have not violated any
| aws and, therefore, the use of this sanction to
cl ose their doors would be contrary to the plain
letter of the law and the clear intent of the
| egi sl ature.

The Board's own regul ations, |ikew se, do
not authorize the shutdown of casinos by |icense
suspensi on or issuance of a cease and desist order
under the present circunstances.

Under 421.2(a) of the regul ations, the
Board nmay, upon the request of the Ofice of
Enf orcenent Counsel, in an energency suspend a
license or issue a cease and desist only if the order
is necessary to preserve the public health, welfare,

safety, or integrity of the ganing in this
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Commonweal th, and the Board determi nes that the

I i censee has been charged with or convicted of
certain enunmerated crinmes, the licensee has failed to
pay required assessnents or to satisfy its tax
obligations, or the action that is necessary to
prevent or cure a violation of the Act, the
regul ati ons or other |aws.

As before, the Board has contenpl at ed
action will be adverse to rather than in the best
interests of the public health, welfare, and safety
and the integrity of the gaming in Pennsylvania and,
noreover, none of the criteria from Section 421. 2(a)
i s applicable.

Finally, in the ordinary course, the Board
under Section 421.2 of the regul ations nay suspend a
licensee's license only if the |icensee has viol ated
the Act or the regul ations, has been disqualified
under the criteria contained in the Act, has
materially departed froma representation made in the
application or renewal, or has failed to conply with
applicable laws and regul ations.

Agai n, none of these criteria apply here
and the Board's power is limted by the public
i nterest.

In sum in the absence of authorization
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fromthe legislature to suspend the casino's |icenses
or to issue an order to cease and desi st operating,
the Board rmust continue to allow the casinos to
operate in accordance with the law and it is in the
best interests of the Commonwealth that they do so.

CHAl RVAN DECKER:  Thank you.

MR. DOWNEY: 1'mgoing to shift the focus
to the Department of Revenue enpl oyees. The sole
reason that the Board is even contenplating the
af orementi oned actions is the Departnent of Revenue
has threatened to furl ough somewhere between 8 and 16
enpl oyees who are related, however indirectly, to the
Central Control Computer System which, in fact, is
operated by GTECH

In point of fact, the Departnment of Revenue
enpl oyees are not necessary to the operations of the
i ndustry or required by statute.

Wth respect to the Central Control
Conputer System the Act, Section 1323, requires only
that the Department of Revenue have overall control
of the slot machines, all slot machines be linked to
the Central Control Conputer System and the system
be under the control of the Departnent of Revenue and
accessi bl e by the Board.

Neit her the Act nor the regulations require
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that the Department of Revenue personnel perform
t hese functi ons.

In fact, in accordance with the Act, the
Depart nent of Revenue has outsourced these functions
to GTECH, the gam ng technol ogy conpany that provides
t he Conmonwealth with the Central Control Computer
System and the personnel necessary for the operation

Because GTECH personnel are not subject to
furl ough, the Department of Revenue will continue to
neet its statutory obligations even if a budget is
not enacted and the Departnent of Revenue enpl oyees
are furl oughed.

An exami nation of the GIECH contract
denonstrates that the Departnent of Revenue enpl oyees
do not performany function relevant to the continued
operation of the Central Control Conputer System

GTECH personnel, not the enpl oyees of the
Depart ment of Revenue, are responsible for operating
and nmai ntaining the systemand all of the data that
it collects.

In fact, on Friday, during argument on a
petition for review filed by the five licensed
casi nos, the Conmonwealth adnitted that, once
furl oughed, the Departnent of Revenue enpl oyees woul d

direct the GTECH take affirmati ve action to disable
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t he sl ot nmachi nes.

Nonet hel ess, while the Departnent of
Revenue enpl oyees remain on furlough, the Centra
Control Conputer System would continue to operate
under the supervision and control of GIECH

The argurment that these enpl oyees are
sonehow essential to the systemis, thus,
fundanmental ly fl awed.

The absence of any nention of the
Depart nent of Revenue enployees in the Act and the
regul ati ons or of the shutdown of the gaming industry
if they cannot work denonstrates the truth be told,
that these enpl oyees are neither essential to the
operation of the systemnor required by statute.

Additionally, the operability of the
Central Control Computer Systemitself is neither
necessary or required.

In fact, the Act contenplates that the
Central Control Conputer System may becone
i noperati ve.

Section 1323(a)(6) and the Departnent of
Revenue contract with GIECH require that the data on
the Central Control Conputer System be stored in
nmultiple locations to avoid a total |oss due to

failure of this technol ogy.
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Al data is maintained by GTECH on an
of f-site backup server, which is capable of acting as
the primary server and by each of the casinos
t hemsel ves.

Mor eover, neither the Act nor the
regul ati ons state that the casino nmust shut down if
the Central Control Conputer Systemis not
operational and if the legislature intended, they
easily could have said so

Further, the casi nos have other independent
obligations under the Act to maintain revenue data
and other information. Specifically, Section 1322(b)
requi res the casinos maintain accurate financia
records, including any financial event that occurs in
t he operation of a slot nmachine.

Thus, there is virtually no danger that any
financial information will be lost in the event of a
furl ough of the Departnent of Revenue enpl oyees, both
as a result of this independent obligation under
Section 1322 and the redundant capability of the
Central System

In sum to the extent that the Board is
contenpl ating action to shut down the casinos due to
the furl ough of the Departnent of Revenue enpl oyees

and/ or the loss of the Central Control Conputer
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System such action would be m sgui ded and
unnecessary because the enpl oyees and, in fact, the
system are neither necessary nor required.

In conclusion, any action by the Board
taken to shut down the operations of the five
operating casino |icensees would be legally inproper
unnecessary, and directly adverse to the best
interests of the Commonwealth and its citizens.

We respectfully request, therefore, that
the Board refrain fromtaking action, be it
anticipatory or otherwi se, that would result in the
shut down of the casinos. Thank you.

CHAl RMAN DECKER:  Thank you. We'll go to
guestions now. Start with Conm ssioner Colins. Do
you have any?

COWM SSI ONER Di G ACOMD COLINS:  Yes, | do
have a coupl e of questions. | amlooking at Section
1323 right now. | have been reading it as counse
has been maki ng argunent.

| amtrying to see and cannot find any
| anguage in 1323, naybe counsel can guide nme, which
directs that GIECH or any ot her independent private
conpany shall control the Central Control Conputer
System |Is there any |anguage in 1323 that indicates

t hat ?
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MR. DOWNEY: That a private conmpany woul d
control the systen? No, Judge Colins, | don't think
there's any place in the Act that you would find
t hat .

| don't think we would argue that GTECH
controls the systemis to the sense that 1323
requires the Departnent of Revenue must do so.

COW SSI ONER Di G ACOMD COLINS: Right. And
t he Departnent of Revenue under 1323 is given the
power to do a contract, hire a conpany to devel op the
system and the systemto neet the criteria of
1323(a); is that right?

MR. DOMNNEY: Yes, in part, as far as it
goes, that's correct.

COW SSI ONER Di G ACOMD COLINS:  Okay. And
as | understand 1323 to specifically say that the
Central Control Conputer is to be enployed by the
Department; and also, | see that it is a systemthat
is controlled by the Departnent and accessible to the
Board. Do you agree that that |anguage is in that
section?

VMR, DOMNEY: | do.

COW SSI ONER Di G ACOMD COLINS:  And there
is a contract between GTECH and between Revenue, and

the Gami ng Board is not a party to that contract; is
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that correct?

MR. DOMNEY: That is also correct.

COW SSI ONER Di G ACOMD COLINS:  And so
basically, the oversight of the Central Control
Conput er System pursuant to the |anguage of 1323(b)
rests with Revenue; is that correct?

MR DOMEY: Well, no. | think -- | want
to sort of head on address the issue that | think
we're sort of noving around and that is the issue of
control .

Let me be perfectly clear. No one for whom
| sit here today is going to take the position that
t he Department of Revenue is not statutorily mandated
to control the Central Control Conputer System

COW SSI ONER Di G ACOMD COLINS: Okay.

MR, DOWNEY: | think where we're going to
have a disagreenent, if | can sense where we're
headed, is what that nmeans, what it neans for the
Depart mnent of Revenue to control the system Judge,
as you're well aware --

COWM SSI ONER Di G ACOMO COLINS:  Here is
what |'mgetting at, considering the reality of what
may happen tonorrow norni ng where the Departnent of
Revenue wi || be furloughing all enployees, the

reality of that situation is that GIECH, if the
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Central Conputer Control System continues to operate,
that GTECH woul d be controlling the system isn't
that true? Isn't that what woul d be happening if all
of the Revenue enpl oyees are furloughed or Revenue is
shut down?

MR, DOWNEY: | think we're going to use the
word control because | think you use it in two
di fferent senses. The fact of the matter is that
right nowin a real colloquial sense, GIECH controls
t he system

CHAI RVAN DECKER:  Excuse nme. | have to --
who does GTECH report to?

MR. DOWNEY: DOR, Department of Revenue.

CHAI RVAN DECKER: Keep goi ng.

MR. DOWNEY: The --

COWM SSI ONER Di G ACOMD COLINS: | think the
question is who ultimately has the last word, is it
GTECH or Departnent of Revenue pursuant to the
| anguage of the statute and according to the statute.
Don't you have to agree that the |last word of the
control rests with Revenue?

VR. DOMNEY: Yes.

COW SSI ONER Di G ACOMD COLINS: Okay.

Thank you.

CHAI RVAN DECKER: Go on. Conmi ssi oner
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Angel i, any questions?

MR, DONAGHUE: Commi ssioner Angeli?

CHAI RVMAN DECKER: Ray?

COW SSI ONER COY: M. Chairman, | have --

CHAI RVMAN DECKER: | was going to go to
Conmi ssi oner Coy next. Please, go ahead.

COW SSI ONER COY: Thank you, M. Chairman.

M. Downey, | want to make sure |
under st ood sonething you said and maybe | did
m sunderstand it.

Did you draw a distinction or attenpt to
draw a di stinction between these Departnent of
Revenue and ot her enpl oyees of the Department of
Revenue with regard to their essential
qual i fications?

MR. DOMNEY: Could | ask you to phrase the
guesti on agai n?

COW SSI ONER COY: | thought | heard you
say soneplace, and naybe | m sunderstood it and |
will say it again, that you attenpted to
differentiate these enpl oyees that are involved with
noni toring and controlling and so on, the Central
Conput er System as opposed to ot her enpl oyees of the
Depart nent of Revenue. Did | hear that?

MR DOMEY: | don't believe so.
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COW SSI ONER COY: (Okay. Because | really
didn't understand that part, if | did. And | guess
ny next question is nore of a general question. That
woul d be how you feel the Board coul d guarantee to
t he people of the Commonweal th, both fol ks who gamne
and fol ks who woul d hopefully benefit from property
tax reductions, how could we guarantee the integrity
of this systemw thout the participation of these
enpl oyees?

MR. DOWNEY: Frankly, no nmore so than we
can today. There is a prospect --

COW SSI ONER COY: So they do not hi ng?

MR, DOWNEY: | didn't say that.

COW SSI ONER COY:  Ckay.

MR. DOMNNEY: There's a prospect that anyone
in the system can nisbehave. The question is if the
Conmonweal th was put in a position where they are
prejudiced, | think we have to assune is a tenporary
| eave to certain of the enpl oyees responsible for
that review obligation or at |least in our case, the
audit function, perhaps.

COW SSI ONER COY: You're asserting that
t he Board should not believe that in your words that
there woul d be nore nisbehavior w thout those

enpl oyees being there than there would if they would
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be there?

MR. DOWNEY: | think | would go further
assumng the return to work of those enpl oyees, al
of the data on the basis of which they could
det erm ne, whether they be sitting there or not, that
t here was mi sbehavi or woul d renmain ready for review
upon their return.

COW SSI ONER COY: So to take your argunent
a step further, we could have them show up one day a
year and review all of the actions for a year and
that would satisfy the requirenent, according to you?

VMR. DOMNEY: You coul d nake the case. DOR
has an obligation to performvarious functions. As
you know, they invoice, they collect, and nbve noney.
There are -- there are other obligations that they
have under the Act.

VWhat we focus on is their relation to the
operability of the systemand the casi nos proper and
whet her, in fact, they should be in their chairs for
this systemto be eligible to operate.

COW SSI ONER COY: | understand now what
you're saying. | guess | just have a hard tine
understanding that -- | al nost used the word believe
that -- whatever we want to use. | have a hard tinme

conprehendi ng the fact that they could be as diligent
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in their function on an annual audit as they could be
on a daily overview of performance.

MR. DOWNEY: | don't think | would argue
with this.

COW SSI ONER COY: Thank you, M. Chairman

CHAI RVMAN DECKER: Thank you. | think next
up i s Comm ssioner MCabe.

COW SSI ONER McCABE: Thank you,

M. Chairman. The first thing | want to address is
you' re begi nni ng argunents about suspending the
license. | think none of us want to take any -- none
of us want to see the casino shut down, but one of
the things is we're not -- | don't think we're going
to suspend anybody's |icense.

I think we need to differentiate what is
happeni ng. So nobody's |license is going to be
suspended i f these people get furl oughed.

Do you have any comment on that, because |
just don't think we're going to be suspending any
casino's license?

MR, DOWNEY: That is good news.

COW SSI ONER McCABE:  But you still may
have to stop ganbling

MR. DOMEY: G ves with one hand and takes

away with the other. | understand.
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COW SSIONER McCABE: | think it's
i mportant for their own license to be able to say
that their |license has never been suspended.

| agree with what the other Conm ssioners
have been saying about with the overall control
GTECH i s the workers, they manage the system but the
overall control, | see, is being the responsibility
of DOR and not GTECH s.

MR. DOWNEY: Can | address that again
because | want to nake sure we're saying the sane
t hi ng here?

DOR has an obligation to control the
system There are all kinds of ways we contro
things; and in this context specifically, DOR has
control of the systemby virtue of the fact that they
have roughly an inch and a half contract with GIECH
describing in excruciating detail what GIECH will do
in terns of operation of that system

There is -- | would suggest to you that
there is no argunent that just by virtue of that
contract and the contents of that contract, DOR
mai ntai ns control of that system

That is separate and distinct from saying
soneone controls in the sense that they have got to

be sitting in the chair pushing the buttons.
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COW SSI ONER McCABE:  Isn't that what the
law calls for then because that's what we have to do,
we have to enforce and regulate the |aw and the
rules. W have got to go by the |aw.

If the law says that DOR has to control it
and they're not controlling it, then we're forced to
take some action.

MR. DOWNEY: | don't think so because right
now the fact of the matter is DOR does not sit in the
chair and push the buttons and that's okay.

In fact, the statute contenplates or would
mandat e that they contract out these services.
There's -- | mean, there's case |aw -- although |
don't want to get this deep into it. There's case
law in the Conmonweal th that supports the proposition
that control doesn't mean you sit behind the wheel.

The fact of the matter is that's the
net hodol ogy that they have enployed to control the
system

COW SSI ONER McCABE: | wi sh sonebody from
DOR was present so we could ask them exactly what
their people do. Do you know exactly what do the DOR
peopl e do?

MR, DOWNEY: Well, it's interesting you

raise that. At the conclusion of this portion of the
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neeting, |'mgoing to nove into evidence or ask to be
noved into evidence five affidavits. Four of those
affidavits -- we couldn't get an affidavit fromthe
fifth intine -- are basically going to talk about
what they do with the operations on a rolling basis.

We are going to assert that, put aside
their financial function in ternms of the invoicing
and billing and that type of procedure, but no one
fromthe property in the context of the operation of
the central server system and the day-to-day back and
forth between server system property, and BIE with
respect to the actual slot machine assets ever cones
into contact with DOR. They deal solely with GIECH.

COWM SSI ONER Di G ACOMO COLINS:  Counsel ,
could | interrupt for just a mnute?

CHAl RVAN DECKER:  Sure.

COW SSI ONER Di G ACOMD COLINS:  Ken, if you
don't mi nd.

COW SSI ONER McCABE: Pl ease.

COW SSI ONER Di G ACOMO COLINS: It seens to
me that your argument concerning control is
m sgui ded, because you just said there's case | aw
t hat says you nay have -- you don't have to be
sitting behind the wheel and driving the truck or

what ever to have control, and | agree with that.
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It seems to ne the ultimate control is with
the entity who has the legal authority to declare
whet her or not the terns of that contract are being
nmet or not and whet her or not the conpany, GIECH, is
performng in accordance with the ternms as Revenue
expects themto perform

It seens to me that ultinmately there's no
guestion that Revenue has control. Just because
Revenue m ght not be pushing the buttons on the
conputer, | think that begs the question of what
control really is.

Control is the ultimte power, and it's
clear fromthe statute that that is what Revenue has
That's my comrent; and you can respond to that, if
you woul d like.

MR. DOMNEY: And | don't think that we have
argunent in that respect, and let's get a little nore
speci fic about the Revenue enpl oyees that we're
tal ki ng about .

Conmi ssioner Coy, | think it was -- | nay
have m sunderstood your question earlier. DOR is not
| ocki ng the doors and goi ng home. The vast nmjority
of DOR enpl oyees are staying on the job.

The fact of the matter is there are a

handful that are going to go hone that are
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specifically tasked to the server system

CHAl RVAN DECKER: But is that our decision
to make as to which enpl oyee shoul d be staying on the
j ob?

MR. DOMNEY: No, sir. Absolutely not; and
in fact, | wish that it were. | would be asking you
for injunctive relief. The fact of the matter is to
the extent that one of the concerns or, in fact, one
of the arguments goes you can't operate because
there's no DOR enpl oyee standing there in case some
anonmal y outside of the contenplation of the agreenent
were to occur.

| respectfully submit to you that it is
highly likely that that's above the pay grade of the
enpl oyees that are going to be sitting there anyway.

CHAI RVMAN DECKER: Let ne ask you a question
while you're on that |line of thinking or that trend
of thought for a second.

In the event there was sone issue that
happened, let's assune we bought into your argunent
that we don't need DOR to run this, suppose sonething
happens to the Central Computer System who has the
authority to do something to fix the Central Contro
Syst enf?

Are you sayi ng GIECH nakes all of those
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decisions on their own? W certainly don't have that
aut hority under the statute.

How do you get around the prospect when DOR
isn'"t there to supervise and control it in accordance
with what we read is 1323(a) of the statute?

MR. DOMNEY: | think the statute -- this is
unfortunate that we don't have a better handle on the
DOR. | think the answer is DOR, they're not gone;
and the ultinmate policynakers of DOR, we know wil |
still be sitting in their seats.

Those nessages can continue to be
conmuni cated through GIECH to the ultinmate
poli cymakers at DOR. Wiether or not they choose to
respond, obviously, we can't speak to that; but it is
not the case that DOR is shackling the doors.

CHAI RVAN DECKER:  Who do we deal with in a
situation like that? People who have no famliarity
in the systemand have nothing to do with it? Does
t hat make any sense?

MR. DOMNEY: | don't know that those are
all the sane thing.

CHAl RMAN DECKER:  No familiarity with the
operation. | think you're underesti mati ng that
soneone i s there supervising what GTECH does. Maybe

not on a mnute to mnute but they are doing
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supervi si on.

MR. DOMNEY: All | can offer you is what we
received fromthe property and in terns of exanples,
the one that | can provide you that comes to mind is
the snowstormthis February.

| don't know who was there, but we weren't
i nvoi ced and none of the properties were invoiced for
a period of two days during that process. Things
seened to run fine

We ultimately got an accounting. W
received -- you know, we received our invoice two
days |l ater but the inclement weather --

COW SSI ONER COY: It's Jeff Coy again. |
guess the question then, Counsel or, would be did you
know t hey weren't there at that period in tine? Did
the operators know they weren't there during those
coupl e of days?

MR, DOWNEY: | suspect that they did not.
Al t hough - -

COW SSI ONER COY: So they didn't act any
differently and there wasn't any nore reason to fee
that there woul d have been, you know, mal functions at
t hat point?

COW SSI ONER McCABE:  Am | still on?

CHAl RVAN DECKER: Yes, Ken.
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COW SSI ONER McCABE: M. Chairman, | have
one final question. | nor any of the other
Conmi ssioners want to have to tell you to say cease
and desist and we don't want to violate the |aw.

If we are reading 1323, if we don't take
action if the DOR is not overseeing the centralized
conputer system aren't they then violating the | aw?

MR. DOWNEY: You have to draw presumably
the legal conclusion first. |[|f you conclude that
they do not control by virtue of that absence, then
you have got to take action but we -- what we're
saying here tonight is that's not -- that's not the
case. Arguably, DORis violating the law by failing
to live up to the statutory obligation

COW SSI ONER McCABE:  Thank you.

CHAI RVMAN DECKER:  Conmi ssi oner M Cabe, any
nore questions?

COW SSI ONER McCABE:  No.

CHAI RVMAN DECKER: Goi ng down to
Conmi ssi oner Rivers now.

COW SSI ONER RI VERS:  Thank you,

M. Chairman. You made reference early about the
integrity and the responsibility that casinos have to
t he Commonweal th and the people of the Commonweal t h.

I think that is one of the major issues
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that we're confronted with as to our
responsibilities.

I mean, we feel we have a fiduciary
responsibility to nake sure that what you read in the
Act does, in fact, cone to fruition; and this is
where, as | listen to everyone talk, it just seens
nore and nore rel evant that the Department of Revenue
has direct control, contrary to what you may think
because in our deliberations we have al ways wor ked
under that assunption. And in the process, there's
been certain aspects of it that we basically said
that's their responsibility and we shoul d not
i nfringe upon their responsibility; and | think you
have at least in nmy eyes, | haven't heard anything to
the contrary that says as it relates to the Centra
Conputer Systemthat they have direct and i ndependent
contr ol

Now, did | -- did | mss sonething that you
were saying that said that's not true?

MR. DOMNNEY: That they have direct control?

COW SSI ONER RI VERS:  Again --

MR DOMNEY: As in --

CHAI RVAN DECKER:  That's not what the
statute says. It says the Departnent shoul d have

overall control. I think what Commi ssioner Rivers is
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asking, are you contesting that?

MR. DOWNEY: That the Departnment have
overall control? |'mnot contesting that that is
what the statute requires.

COW SSIONER RIVERS: If that is the case,
how can you say that if they're saying that these up
to 16 people are, in fact, the people responsible for
the DOR s conmmuni cati on and you're saying that
they' re not needed, | nean, how can you nake the
deci sion that they made the decision that, yes, they
are the central enployees as it relates to this
process?

MR DOMNEY: | nean, | would | ove to have
the declaration of essential. |'mnot going to argue
-- | would like to have that out there on the
CGovernor's list. Unfortunately, we're not in that
posi tion.

COW SSI ONER RI VERS:  Ri ght .

MR. DOWNEY: Let's consider the two genera
areas of responsibility. The first is the overal
control as the Chairnan cites on the system

The second is this audit and financia
function relating to the noverment of your tax
revenues.

Wth respect to overall control, | -- quite
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frankly, 1 don't think it's a close call. They have
el ected to control the system by enpl oyi ng someone
through a contractual relationship to do X, Y, and Z
Again, it is detailed in excruciating mnutiae in the
agreement that they have wi th GTECH.

CHAI RVMAN DECKER:  Suppose GIECH def aul t ed
on the agreenent, wouldn't DOR be in the position of
having to either run it thensel ves or get soneone
el se?

Isn't it their responsibility at the end of
the day if they're not there to deal with all of
t hat ?

MR, DOMEY: DOR would have to declare a
defaul t.

CHAl RMAN DECKER: If they're not there to
do that, who would in that possibility? The
legislature is not entitled to do it. The casinos
are not entitled to do it.

MR. DOWNEY: When you say there --

CHAI RVMAN DECKER:  Who is -- the people who
have the famliarity with running or overseeing these
sl ot machi nes because they have not been there,
furl oughed, dism ssed, whatever, who is going to do
t hat ?

MR. DOMNNEY: Again, just to be very



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

37

specific, highly unlikely, |I think you woul d agree
t hat anybody sitting there or whatever there is to
declare a default --

CHAI RVAN DECKER: Why not? W had sone
di scussi ons about GIECH. You say it's inmpossible to
be in default.

MR, DOMNEY: | didn't. | said it is highly
unl i kely anyone from DOR woul d have the authority to
declare a default. To the extent your question --

CHAlI RVAN DECKER: Who do you anticipate
woul d? There are only two parties to this contract,
aren't there? The Governor isn't a party to the
contract. The legislature is not a party.

MR. DOMNEY: That is correct. W're
sendi ng anywhere between 6 and 18 nenbers packi ng for
sone period of tine. It is highly unlikely that any
of those 6 or 18 nenbers are in a pay grade where
they're going to issue a default notice to GITECH

CHAI RVMAN DECKER: | don't know. You say
that, but I'mnot sure that's the case. |'mnot sure
that anyone would be in a position to claimthe
defaul t.

MR. DOWNEY: That's getting a little bit of
a different question.

CHAI RMAN DECKER: | think it's exactly the
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sanme question. How would you get to the point of
saying they're in default? Wo would adm nister and
who would deal with that if GIECH wal ked away from - -

MR. DOMNEY: Who woul d observe the defaul t?
You' re asking who woul d observe the default?

CHAI RVAN DECKER: Who woul d say there was
one or if GTECH just wal ked away and said we're not
going to live with this contract anynore, we're going
to wal k away?

MR. DOMNEY: At this point, | don't know
We have our hands around the nuisance with the chain
of command at DOR, but that strikes me with where the
deci sions conme from

CHAl RVMAN DECKER: The secretary of --

COW SSI ONER Di G ACOMD COLINS:  One thing
is clear --

CHAlI RVMAN DECKER:  The Departnent of Revenue
would go in and start operating all of the machines
t hensel ves.

MR. DOMNEY: They don't operate the
machi nes now.

CHAlI RVAN DECKER: I f GIECH | eaves, are you
talking to the skeletal staff, the people dealing
with the taxes? Are they the people --

MR. DOMNEY: M understanding is the large
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majority of DOR renmains at work, but bluntly one of
our questions, why wouldn't they be retasked and, in
fact, what we sort of noodled as we --

CHAI RVAN DECKER: So anyone can run a
Central Control Systenf

MR, DOWNEY: | don't know that anyone could
run a Central Control System but anyone could, we
bel i eve, continue the data and produce the
i nvoi ces to fund.

CHAI RVAN DECKER:  Anyone at Department of
Revenue could to do that? |Is that what you're
sayi ng? There's no training?

MR. DOWNEY: |'mnot going to go that far.

COWM SSI ONER Di G ACOMD COLINS:  And I'm
thinking -- that night be your argunent with respect
to, you know, what type of decision Revenue can or
cannot nake but with respect to the Board?

I mean, don't you think it's clear that the
Board has no privity in this contract and the
deci si on maker as to whether or not GIECH shoul d
cl ose down the Central Conputer System and keep it
operating or change certain things that the party has
the right to do that is Revenue, correct?

MR, DOWNEY: That's absolutely correct and,

in fact, that's the basis for their being joined.
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COW SSI ONER Di G ACOMO COLINS: Let ne get
to ny next question and then I'Il stop. |If that
power rests with Revenue and Revenue -- were to say
shutting down in Revenue, we are not going to be
operating GIECH, you must close up. You nust close
down the Central Conmputer Systemthen, at that point
the Board -- it's not the Board' s decision but the
Board nust -- you know, it's not discretionary and
t he Board woul d have to cl ose down the casinos; woul d
t hey not ?

MR. DOMNEY: | don't think so because if at
the end of the day and --

COWM SSI ONER Di G ACOMD COLINS:  We don't
tell GTECH to keep operating, do we?

MR. DOMNEY: No, | don't believe you do.
Renenmber that GITECH i s not going honme at the end of
t he day here.

CHAI RVAN DECKER:  Who deci des that?

COWM SSI ONER Di G ACOMO COLINS:  Who said
t hat ?

MR, DOWNEY: GIECH said that as they sat in
t he conference roomon Friday norning.

CHAI RVMAN DECKER: GIECH is going to operate
t he machi nery under the supervision of Departnment of

Revenue.
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MR, DOWNEY: DOR --

CHAI RVAN DECKER: Are you representing that
to us?

MR, DOWNEY: |'mrepresenting that
representatives of DOR that sat in this conference
roomtold us that the system woul d not, quote, be
di sabl ed but that the machi nes at each of the
properties would be renotely disabled. The system
woul d remain up, running, fully functioning --

CHAl RVAN DECKER: Isn't that the
di stinction without a difference? Isn't that a
di stinction without a difference?

MR. DOWNEY: No, because that puts you
squarely in the position --

CHAI RVAN DECKER:  Wbul d you prefer that
di sabl e the systen? Could they do that? |If they can
do that, why can't they do this? This is their
deci sion to make.

I"masking you if they can take the step up
of disabling the whole system why can't they do
sonet hing short of that as a preference of hopefully
getting up and running faster, which is something we
woul d all want?

MR. DOWNEY: | don't think we had at any

point represented that and | certainly didn't intend
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toif I did that. You do not have jurisdiction over
DOR.

| received a letter this evening from Frank
Donaghue making it clear that your position was, in
fact, that you did not have such jurisdiction. |
don't think anybody here is going to nmake that
ar gunment .

If DOR, for whatever reason, decides to
pull the plug on the systemor sinply disable the
machi nes, that's a DOR issue. That's why we're in
court with DOR.

VWhat we're asking of you is if, in fact,
DOR | eaves that system operable and if nonethel ess
their enpl oyees are wal ki ng out the door -- and |et
me give you the scenario we wi nd up successful on the
injunction, DORis told don't turn off the system but
are the nonetheless allowed to wal k out the door, we
don't want you to have sone anticipatory action
wai ti ng behind going on to the next day to close the
doors, notw thstanding the fact that all of this data
continues to be collected, that all of the redundancy
remain in place and all of the audibility of the
systemrenains fully functional

CHAl RVAN DECKER: |'m not sure | understood

the prem se, maybe other Board menbers did, of what
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you' re sayi ng.

COW SSI ONER Di G ACOMD COLINS: | think we
keep getting back to the issue that | have a problem
with, which is you're asking us to say if the
Depart ment of Revenue wal ks away fromthis because
t hey have no funding and they can't stay on the job,
that we permt GIECH to operate this system and
control this system because Revenue is -- and that's
the fundanental issue | have a problemw th, because
t he | anguage of 1323 and al so because of the, you
know, the basic requirenents that protect the
integrity of gamng. | think we keep getting back to
that issue.

MR, DOWNEY: Conmi ssioner, respectfully,
for lack of a better term if you're not buying the
argunent, that's fine; but let me state it clearly
agai n that whether those Revenue enpl oyees sit in
t hose seats or not, we're tal king about 6 to 18
peopl e, whether they sit in those seats or not,
Revenue controls the system There is an agreenent
in place. The executive of Revenue is staying right
where they are. They control the system

CHAI RVAN DECKER:  Commi ssi oner Rivers, we
cut you off. | think we -- that discussion probably

hel ped get to your question.
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COW SSI ONER RI VERS: Exactly.

MR. DOWNEY: And Chairman, just to your
point with respect to the degree to which the Gam ng
Control Board can exercise any jurisdiction over
Revenue, | respectfully would argue that Revenue is
precisely entitled to decide how they control the
system They choose to enter into a highly detail ed
contract to do so.

CHAI RVAN DECKER: But they haven't given up
the responsibility to nanage the oversee of the
system under the |aw, have they?

In other words, when you outsource, you
still need sonmeone there to outsource the managenent
of the conpany. They haven't abrogated those
responsibilities.

MR, DOWNEY: | don't think we woul d argue
t hat they have.

CHAI RVMAN DECKER:  You're saying even though
people familiar with nonitoring this, as long as
there is one body left at DOR, that's okay?

MR, DOWNEY: It's ny understanding that the
director is nore than famliar with this system but,
yes, that's --

CHAlI RVAN DECKER: Okay. Let's see.

Commi ssi oner Rivers?
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COW SSI ONER RI VERS:  |' m okay.

CHAlI RVAN DECKER:  Okay?

COW SSI ONER RI VERS:  Yes.

CHAI RVAN DECKER: Let's go to Commi ssioner
Soj ka.

COW SSI ONER SQJKA: At the concl usion of
M. Downey's presentation, | had a | ot of questions,
but | think I have benefited fromthe questions and
the responses. | don't wish to belabor this. | had
just one concern again. |It's the sane one that is
bot heri ng everyone, and that is Departnent of Revenue
capacity to control -- to provide oversight and to
assure responsi veness of a contracted service
provi der.

| think maybe we were a little too
draconi an when we were tal ki ng about defaults and
crashes and people wal king away. | think the reality
is that there's nore going on on a daily basis maybe
than we're willing to discuss at this point.

I'maware at |east of some situations where
there has had to be sone assurance of responsiveness
provi ded by the enpl oyees of the Departnent of
Revenue to nmake sure that GITECH was doi ng what they
needed to do because that was their contracted

service provider, not ours.
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In the absence of that, |'m concerned that
daily regul ar oversight that you would provide to
make sure that the contractor is responsive.

MR. DOWNEY: The only thing I can offer to
you is, again, there are -- it is clear to us that
the seniority of the Departnent of Revenue remains in
place to the extent that there is a problemwth
what ever -- whatever elenent in the series of
concerns that you list, there are people at Revenue;
and to take it down to sort of a colloquial level, if
GTECH i s not doing what they're supposed to do, if
they're not responsive and getting on the stick
we're going to be all over Department of Revenue to
get down there and shake whatever stick needs shaken

CHAlI RVAN DECKER:  Okay. Commi ssi oner
Soj ka?

COW SSI ONER SOQJKA:  That's fine for ne.
Thank you.

CHAI RVMAN DECKER:  Conmi ssi oner Angeli, any
ot her questions?

COWM SSI ONER ANGELI :  Fi ne.

CHAI RVMAN DECKER: Any ot her questions?
kay.

COW SSI ONER McCABE: M. Chair, | would

like to address one comment that M. Downey nade.
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Are you there?

CHAI RVAN DECKER:  Yes. Pl ease.

COW SSI ONRE McCABE: | coul d maybe see
about your argunent about during the snowstorm for
one or two days, nobody was there to -- fromDOR to
noni tor the system and naybe peopl e coul d accept one
or two days, but we have no way to tell how | ong
t hese furloughs and this budget inpasse may go. It
may not be one or two days. It could be a week, two
weeks, God help us, it could be even | onger.

What do you say if it goes |onger than one
or two days and goes into a week or two weeks? How
do we make sure that the integrity of the systemis
mai nt ai ned at that point?

MR. DOMNEY: Well, | don't think -- again,
we have been through this. | think | have been as
clear as | can that we don't think those guys have to
be behind the wheel given the type of control that
DOR and the manner in which they choose to exercise,
but getting back -- let's get back to where we
started in terns of the relief that you are
contenpl ati ng and what we have asked.

You' re headed sort of in the sane direction
we are, and that is we do not believe at this point

that you need to take any action in contenplation of
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what m ght happen.

What we are asking is that you take no
action. At some point should you cone to the
concl usi on that sonmething has got to happen, we can't
continue to let the system operate, we don't have the
assurances, it's been too | ong, whatever the issue
m ght be, take that up as you see fit at that point
and we'll cone --

CHAI RVAN DECKER: M. Downey, | don't nean
tointerrupt. W' re talking tonorrow norning at
7:00. 1f sonething happens between now and then, we
need to be prepared to take this action, if we don't
agree with your argunent.

MR DOMNEY: | understand that that's a
separate and distinct issue. In terms of mechanics,
you certainly need to know what your npod woul d be
and what your feelings would be.

As far as actually taking an anticipatory
action that is going to go day one, | think the
menber's question was specifically, let's assume that
we're okay with letting this go for a couple of days,
as we have done. There's precedence for this action
VWhat would | do then?

My suggestion to you is if you hit a point

where it's tine to nove in your opinion, then you
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call the special neeting as you have done tonight.

CHAI RVAN DECKER:  |s the snowstorm an
equi val ent of a shutdown of Departnment of Revenue?

COW SSI ONER SQJKA: M. Chairman, could |
insert the college professor's perspective on this
one real quickly, just on the one single point of the
two day snowstorn? | would sinply argue that's a
totally irrel evant point and doesn't deal with this
at all.

That woul d be like saying if a police force
went on strike for two days and there were no
nurders, we would not need a police force. |It's just
not a rel evant point.

MR. DOWNEY: | respectfully disagree.

There is a scenario of which you are aware and,
notw t hstandi ng that scenario, you are aware that the
DOR enpl oyees are not sitting in their seat.

You choose to take no action for a period
of time. It turns out to be two days, | think that's
directly relevant. W know tonorrow norning, they're
goi ng hone. They're going to be absent for sone
period of time. W don't know how |l ong that's going
to be.

COW SSI ONER SQIKA:  |'m sayi ng the

snowst orm situati on doesn't predict what is going to
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happen.

MR, VELKS: This is Keith Wlks. My | ask
a question? |'mconfused. | thought M. Downey
earlier said that as a consequence of the snowstorm
no invoices were submtted. | don't know that that's
necessarily synonynous with the sane people not being
present tonorrow not being present during the
snowst orm

I don't know enough to know the function
associ ated with generating the invoices, which was a
deficiency he identified first are the sane as we
sai d now.

CHAl RVAN DECKER: | think that's what Gary
Soj ka is saying, what he was saying.

MR, VELKS: | want to echo the coll ege
professor's point. That argument is irrelevant nore
t han we think.

CHAl RVAN DECKER: Can | ask anot her
question, if I mght? 1'mchanging the subject. |If
we di sagree with you and we find that the presence of
t he Departnment of Revenue enpl oyees are in a
condition to proceed with the continuing of the
openi ng of the casinos, what vehicle do we use to
cl ose the casinos?

You said we can't use -- we don't have the
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suspension of a license. | don't think that would be
an appropriate vehicle, and | think sone of the other
Conmi ssi oners echoed that earlier. Wat nechani sm do
you suggest we use to close the casinos? Call and
ask thempolitely?

MR. DOWNEY: Respectfully, | would not
deign to provide you | egal advice on the subject.

CHAlI RVAN DECKER: That is fine. | think a
cease and desist order would be appropriate if we
cone to that conclusion, but we haven't heard all of
t he arguments.

Any ot her questions on this?

kay. Wth that said, | think said, we're
going to turn it over to Anne, Anne Neeb, our
Executive Director, and Frank Donaghue, our chief
counsel, to give the Board sone advice on what they
believe to be our |egal obligations under Act 71

MS. LaCOUR NEEB: One noment, Chairman.

Chai rman Decker, menbers of the Board
today at approximately 7:30, we were notified by the
Depart nent of Revenue through our gam ng | aboratory
supervisor that in the event there is a furlough in
pl ace, on Monday at 7:00 a.m that the Department of
Revenue woul d di sabl e or disconnect the Centra

Control Systemin a nmanner that would be the |east
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harnful by way of having the systemturned back on;
but as far as we know, that's what their intentions
are effective 7:00 a.m if there's a furlough.

CHAI RVAN DECKER:  Well, Ms. Neeb and
M. Donaghue, do you have any reason to believe that
we can trunp their decision or can we tell them not
to do that?

MS. LaCOUR NEEB: |I'mgoing to turn this
over to M. Donaghue.

VMR, DONAGHUE: The short answer is no, but
I would like to al so make a statenent.

CHAI RVAN DECKER:  |If M ss Neeb had -- if
M's. Neeb had some nore things she wanted to give us,
| didn't nean to close there --

MS. LaCOUR NEEB: | just wanted that fact
to be on the record because there was some concern
about discretion. W' ve been notified and be on
notice as of 7:30 p.m tonight that they intend to
di sabl e or disconnect the Central Control System
effective 7:00 a.m

CHAI RVMAN DECKER:  Thank you. Could you
continue, either Ms. Neeb or M. Donaghue, on the
subj ect of what you all believe.

M5. LaCOUR NEEB: And how that affects us?

MR, DONAGHUE: M. Chairnan and Board
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nmenbers, with respect to your obligations under the
Act, the primary objective of Act 71, to which al

ot her objectives and purposes are secondary, is to
protect the public through the regulation and
policing of all activities involving gam ng and
practices that continue to be unl awf ul

The Board has general and sole regulatory
aut hority over the conduct of gaming and rel ated
activities as provided in the Gam ng Act.

The Board shall ensure the integrity of the
acqui sition and operation of slot nmachines and
associ at ed equi pnent and shall have sole regul atory
authority over every aspect of the authorization and
operation of slot machines.

Primary functions of the Board set forth
t hroughout the Ganing Act are to |license slot machine
facilities and their enployees to conduct
i nvestigations, to regul ate the conduct of ganes,
hours of operations and patronage of facilities.

Wth regard to the Department of Revenue,
while a large portion of the Departnent's
responsi bilities and invol venent under the Gam ng Act
is directed to the collection and auditing of taxes
and fees collected under the Gam ng Act, as well as

t he subsequent di sbursenment of those funds, the
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Department was al so vested with the responsibility
for the initial acquisition of a Central Contro
Conput er System which would tie all slot machines
operating in the Cormonwealth into one conputer
system control | ed by the Departnent of Revenue.

Specifically, Section 1323 of the Act
provides for the Central Control Conmputer System and
provides to facilitate the auditing and security of
prograns critical to the integrity of slot nmachine
gam ng in this Comobnweal t h.

The Department shall have overall contro
of slot machines, and all slot nmachine termnals
shall be linked at an appropriate time to be
determ ned by the Departnment to a Central Conputer
under the control of the Departnent and accessi ble by
the Board to provide auditing program capacity and
i ndividual terminal information as approved by the
Department, and shall include real time information
retrieval and termnal activation and disabling
prograns.

The Central Control Conputer Systemis
required in an emergency or other things to provide a
fully operational statew de slot machine contro
system supporting the naxi mum nunber of nachines that

can be permtted to operate and deliver a systemthat
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has the ability to verify software, detect

aut hori zati ons and payout, and detect other methods
of fraud in all aspects of operation of slot

machi nes.

The Department of Revenue has about eight
enpl oyees who oversee the Central Control Conputer
Systemto assure the security of the systemand to
direct renedial efforts if the systens or the
machi nes regul ated by the system nal function

According to the Department, those
enpl oyees are integral to the security and nonitoring
of the system and must be enployed in order for the
systemto remain operational

According to the Departnent, the concern in
operating the systemw t hout the Revenue enpl oyees
present arises when a machine or conputer system
mal f uncti ons causing a breach in security and
accountability of the system

In that case, only a Departnment enpl oyee is
aut horized to take action to address the fault or,
nore inportantly, the fraudulent activity, affecting
t he machi ne.

The Board does not have control of the
Central Control Conmputer Systemand it has previously

been stated, the Departnent of Revenue has indicated
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that it will disable the slot machine through the
Central Control Computer Systemat 7:00 tonorrow
norni ng, July 9th, 2007.

CHAlI RVMAN DECKER: What questions do we
have? Let's start with Conm ssioner Angeli. Ray, do
you have any questions of Frank or Anne?

COW SSI ONER ANGELI: Can you hear me?

CHAI RMAN DECKER: Yes, | can hear you now.

COW SSI ONER ANGELI: I'm having trouble
with ny nute. [|'m okay.

CHAI RVAN DECKER:  Go ahead.

COW SSI ONER ANGELI: ' m okay.

CHAI RVAN DECKER:  We'l| reverse it this
time. Conmi ssioner Sojka?

COW SSI ONER SQJKA:  No questions on that.

CHAI RVAN DECKER:  Conmi ssi oner Rivers?

COW SSI ONER RI VERS:  No questi ons.

CHAI RVAN DECKER:  Conmi ssi oner McCabe?

COW SSI ONRE McCABE: | have one. Frank,
this is Ken McCabe. Frank, you heard M. Downey's
presentation. His proposal is for us to take no
action. Wuld we be doing our job if we took no
acti on?

MR, DONAGHUE: Conmi ssioner. Not believe

so. The Act is clear that you have an obligation
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over all others to protect the public through the
regul ati on and policing of gam ng in Pennsylvani a;
and wi thout the Central Control Conputer System we
cannot do that.

COW SSI ONER McCABE: Thank you.

CHAI RVAN DECKER: All right. Commi ssioner

Coy?
COW SSI ONER COY: No questions.
CHAlI RVAN DECKER:  Commi ssi oner Col i ns?
COWM SSI ONER Di G ACOMD COLINS:  No
guesti ons.

CHAl RVMAN DECKER: | think | asked my
question of Frank. Let nme ask it alittle
differently this tinme.

The suggestion of the Board, would we be --
et me change that. Could we order Secretary WIf to
assign and keep on board specific individuals? |Is
that our power to do that?

MR, DONAGHUE: Cearly, it is not within
your power.

CHAI RVMAN DECKER: So there's nothing that
we can do to override any decision made by Secretary
Wl f and the Departnment of Revenue with respect to
the Central Control System is there?

MR, DONAGHUE: No, that is correct.
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CHAI RVAN DECKER: All right. Any other
guestions for staff on this issue? Al right. |Is
there a recommendation --

M5. LaCOUR NEEB: Yes.

CHAI RVAN DECKER: -- fromstaff as a result
of the various discussions?

MS. LaCOUR NEEB: Ckay. What we would Iike
to do at this point, if it's agreeable with the
Board, is go into Executive Session pertaining to
| egal issues for about five minutes. W would |ike
to nove that we go into Executive Session.

CHAI RMAN DECKER: |s everyone okay with
t hat ?

COW SSI ONERS:  Yes.

(Executive Session.)

COWM SSI ONER Di G ACOMO COLINS:  Hel l o.
This is Mary Colins.

COW SSI ONER RIVERS:  Sanford Rivers.

COW SSI ONER McCABE:  Ken McCabe.

COWM SSI ONER ANGELI: Ray Angel i .

COWM SSI ONER COY: Jeff Coy.

MR VELKS: Keith Wel ks.

COW SSI ONER SQJKA:  |I's Tad there?

MR. RESCH: W haven't heard from Tad.

CHAI RVAN DECKER:  Hel | o.
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COWM SSI ONER SOQJKA:  Tad?

CHAl RVAN DECKER: Are we back?

MS. LaCOUR NEEB: We're all back and
everyone i s here.

CHAI RVAN DECKER: Do we need to do roll
call?

M5. LaCOUR NEEB: W kind of did.

CHAI RVAN DECKER: | have one question and |
want to go back to Frank Donaghue.

Frank, are you there?

VR. DONAGHUE: Yes.

CHAl RVAN DECKER: I f we decide that we can
no | onger agree to |let the casinos operate under
Section 1323, that the Department of Revenue shuts
down the Central Computer System --

MS. LaCOUR NEEB: W lost you in the mddle
of your questi on.

CHAl RVAN DECKER: Let nme go back to it. 1In
the event that the Board should decide that it has to
require that the casino operators |licensees, if you
will, close because the Departnent of Revenue has
ceased the operation of Central Control System what
is the appropriate vehicle for naking such an order?
Can we use a cease and desi st order?

MR DONAGHUE: | think it would be
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appropriate to use a cease and desist order as it
woul d be within the inherent power of the Board to do
so under Section 1102 of the Act, which enpowers the
Board to protect the public of the policing of al
activities involved in gam ng

CHAI RVAN DECKER: Okay. |Is there a
reconmendati on of the Board fromthe staff?

MS. LaCOUR NEEB: Yes. This is Anne Neeb
Based on the present inpasse relating to the
Commonweal t h of Pennsyl vania's fiscal year budget
2007 and 8 and if not resolved prior to 7:00 a.m,
Monday, July 9th, 2007, this will result in the
furl ough of all Pennsylvani a Departnent of Revenue
enpl oyees responsi bl e of the operation, nonitoring,
and control of the Central Control Conputer System
t he Departnment of Revenue has stated publicly and on
the record that without the Department of Revenue
enpl oyees, the proper operation, nonitoring, and
control of the Central Conputer System cannot be
acconpl i shed and that the Departnment of Revenue will
di sabl e all slot nmachines in the Commonweal th through
the Central Control System

The Pennsyl vania Gam ng Control Board staff
requests that the Pennsylvania Gam ng Control Board

find that it cannot fulfill its statutory obligation
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to ensure the integrity of gaming in the Commobnweal th
of Pennsyl vani a shoul d the present budget inpasse
result in the workforce furl ough of the Departnment of
Revenue enpl oyees overseeing the Central Contro
Conmput er System

As such, as Executive Director, | would
request that the Board issue a cease and desi st order
ordering the casinos to cease gamng activities on
the slot machines at the facilities and, further, to
authorize me to take necessary steps to effectuate
the pronpt and orderly reopening of all |icensed
facilities and operating slot machine facilities in
t he Commonweal t h upon notice by the Pennsyl vani a
Depart ment of Revenue that it can, thereafter,
accurately operate, nonitor, and control the Centra
Control Conmputer System and reestablish connectivity
at each casi no.

CHAl RVAN DECKER: M ss Neeb, let me nmake
sure | understand. This order would only take effect
in the event that --

MS. LaCOUR NEEB: |f the event of a
furlough in the next eight hours.

CHAI RVAN DECKER: Right. Let ne say it
again. The Department of Revenue takes action to

di sabl e in one way or another the Central Contro
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Systemor is not able to control --

M5. LaCOUR NEEB: That is correct. What
I"mrequesting is the Board issue this order
contingent upon a furlough going into effect at 7:00
a.m, Mnday, July 9th. 1In the event there is no
furl ough, this order would becone noot and not
si gned.

CHAI RVAN DECKER: Okay. But suppose
negoti ati ons continue for a while --

COW SSI ONER ANGELI: That was my questi on.

CHAI RVAN DECKER:  Suppose it happens three
days fromnow |If you're asking us to vote on
sonething, | would like the order to be in a form
that would pernmit the order not to go into effect
t hat sonet hing woul d happen -- not that it would
happen upon 7:00 a. m

MB. LaCOUR NEEB: Right.

CHAI RVMAN DECKER: | think it's up to the
Depart ment of Revenue to decide when and if. Okay?

MS. LaCOUR NEEB: Right. M recomendation
was based on information we received this evening at
7:30 that they intend to disable the Central Control
System

CHAl RVMAN DECKER: Let ne put it this way:

This order, the contingency, or anything we're going
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to pass tonight, this resolution --

MB. LaCOUR NEEB: Right.

CHAl RVAN DECKER: -- should remain in
effect until a budget is approved and this ends this
current cycle so if the parties -- there's no reason
to have an order shutting down the casinos as |ong as
t he Departnent of Revenue enpl oyees are still in
their seat.

MS. LaCOUR NEEB: That is correct.

CHAI RVAN DECKER:  If it takes a few nore
days and if someone wants to continue this for a few

nore days, but we don't have any control over that

ei ther?

MR, DONAGHUE: That would be correct.

CHAl RVAN DECKER: May | have a notion?

MR. VWELKS: This is Keith Welks. Now I'ma
little confused. 1s the trigger of it the furlough

or the action by Departnent of Revenue to disable the
system and, conversely, is the order automatically

listed until a furlough is rescinded or when Revenue

restores the systen? | think those are different
events.

CHAl RVAN DECKER: | think the order reads
pretty clearly. It does not go into effect when

there is a furlough which capitates the ability of
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Revenue to oversee and control the Central Contro
System So it does not go into effect until then

MR, VELKS: The furlough -- I"'msorry. It
is a furlough and not the act of disabling the
system | guess | raise that --

CHAl RVAN DECKER: It's one in the same.

MS. LaCOUR NEEB: They're one in the sane.

CHAI RVMAN DECKER: They're not distinct acts
because when they | eave, they're going to stop the
system

MR DONAGHUE: That is correct.

MR, VELKS: | guess what |'m wondering, is
it conceivable that Revenue could ultinmately decide
that it furl oughs people and doesn't disable the
syst enf?

CHAl RVMAN DECKER: If the systemis stil
runni ng and not --

MR VELKS: If it triggers the furlough --

CHAl RMAN DECKER:  It's the furlough and
di sabl enent of the system

MR, DONAGHUE: So it would require both of
t hose actions.

CHAl RVAN DECKER: Correct. It's
di sabl enent of the systemand |eave it at that.

MR, VELKS: That's what | thought. It is
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t he di sabl enent that we were really worried about.

CHAI RVMAN DECKER: That is correct. They
could lay off those people and not put -- it's their
deci sion to meke.

MR, VELKS: | apol ogi ze.

CHAI RVMAN DECKER: It's a good point of
clarification. |If and when the Departnent of Revenue
decides that it's going to restart the system then
of course, this order would be rescinded; is that
correct, Anne?

MS. LaCOUR NEEB: That is correct. W
woul d ask that the Board del egate the authority to
aut horize that w thout having to reconvene a Board
neeti ng.

CHAl RVAN DECKER: So it can be done --

MS. LaCOUR NEEB: | nstantaneously.

CHAlI RVAN DECKER: W woul d aut horize you as
the Executive Director.

COW SSI ONER SQJKA: Do we actual ly have
ver bi age that has disabling and takes out furlough as
the triggering event?

MR DONAGHUE: So it would be effective --
again, this order would be effective upon the
Depart nent of Revenue's action of furl oughing

enpl oyees and di sabling the Central Conputer System
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COW SSI ONER SQJKA:  So it's an and, it's
bot h?

MS. LaCOUR NEEB: W& will nodify the
| anguage and prepare an order for the Board.

CHAlI RVAN DECKER:  Okay.

MR, DONAGHUE: As | just stated.

M5. LaCOUR NEEB: As stated earlier

CHAI RVMAN DECKER: Any ot her questions?

COW SSI ONER McCABE: | just have a
procedural question. Anne, let's say that that
happens and two hours or three hours |ater they seem
to get past the inpasse, what does that do? How
difficult is that for us to put back together again?

MS. LaCOUR NEEB: After being notified and
in conjunction with the notice we received today from
t he Departnent of Revenue, | guess we have to
anticipate that there would have been a furl ough.

We convened a neeting of our Bureau of
I nvestigation and Enforcenent along with our casino
enf orcenent agents and our division of interna
control exam ners.

They have already left to go to the
di fferent properties fromHarrisburg; and at 5:00
a.m tonorrow, they will be there on prem ses at each

one of the facilities.
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Basically, at that point, if, again, you

know, if we get the word at 6:59 a.m that everything

has been resolved, they'll get back in their cars and
cone hone and gaming will conmence. |If we get the
word - -

CHAI RVAN DECKER: Gaming will continue.

MS. LaCOUR NEEB: | mean continue but
again, if that hasn't happened and then we al so will
be in contact the Department of Revenue, who has
al ready informed our Gami ng Lab of how they're going
to do the shutdown.

We're just poised in a position ready to
respond based on what happens, if that hel ps answer
t hat questi on.

CHAl RVAN DECKER: It will take four to
seven days to conpletely close -- for us to
conpletely close the operations. They will be closed
but to conpletely close it and wap things up, it
will take four to seven days. |If it takes hours, it
woul d take |ess.

COW SSI ONER McCABE: That explains it.

CHAI RVAN DECKER: Okay. All right. May |
have a notion to that effect, put into effect Anne's
-- the order that Anne read to us?

COW SSI ONER COY: M. Chairman, in |ight
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of the possible furlough of the Departnent of Revenue
enpl oyees on Monday, July 9, 2007 at 7:00 a.m or at
a subsequent date, | make a notion that the Board
adopt a cease and desist order as just read and
nodi fi ed by our Executive Director.

COW SSI ONER SQJKA:  Second.

MR. DONAGHUE: Before we go into a roll
call vote on this, M. Downey indicated he -- just
indicated to me that he would like to nove in a
couple of affidavits.

CHAI RVAN DECKER: Oh, yes. Please.

MR. DONAGHUE: Four affidavits.

CHAl RVAN DECKER: | forgot. | assuned it
had happened.

MR, DOWNEY: Just a point of order, | have
a lot of copies of five affidavits that | referenced
in the beginning of ny presentation. | would like to
nove those into evidence.

CHAI RVAN DECKER: Any obj ection?

MR, DONAGHUE: | would just ask that he
gi ve a general description of what he is noving in.

MR. DOMEY: Sure. There are two flavors
of affidavit. The first four substantially simlar
affidavits that are from operational folks at the

property |l evel who have extensive know edge of the
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rel ati onship of the operations with the Centra
Server System and the individuals at sort of the
ot her end of the tel ephone, if you will, being GIECH
general ly al so tal k about some background in terns of
conpliance of the properties and their systens with
the statutory requirenments as far as connectivity of
the system

The fifth affidavit is an affidavit of Lynn
Hughes, who is our eastern district counsel for
Harrah's, and it relates to our neeting yesterday --
or Friday rather in these offices, as | nmentioned,
and | argely focuses on just bringing into evidence
properly the representations | nade to you regarding
DOR statements to us.

MR. DONAGHUE: There's no objection here,
M. Chairnman

CHAI RVMAN DECKER: kay. Thank you very
much.

Any objection on the part of any of the
Board nenbers?

We'll take a quick vote. Al of those in
favor of accepting the affidavits into evidence,
pl ease say aye

COW SSI ONERS:  Aye.

CHAlI RVAN DECKER:  Any opposed?
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kay. They are admitted. Thank you.

MR, DOWNEY: Thank you, M. Chairman.

MR. DONAGHUE: Now you're back to the
original notion.

CHAI RVAN DECKER: Are there any ot her
guestions on this proposed resol ution and order?

Hearing none, all those in favor?

COW SSI ONERS:  Aye.

CHAI RVAN DECKER:  Any opposed?

Motion carries.

Let me just say, just so we're clear, none
of this reflects on any of the activities of this
potential cease and desist order, reflects in any way
on any of the acts of our |icensees and operators.

This has nothing to do with them and, of
course, they were all caught up in a bunch of events,
but | think we believe we have no choice to go on
t hat order and task today.

I's there any other comrents or questions?

COW SSI ONER RIVERS: M. Commi ssi oner
yes. | think that we are basically doing the job
that we have been asked to do and that to uphold the
integrity of the system and maintaining the fiduciary
responsi bilities we have been charged with.

| hope that people recogni ze that our
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actions should not be taken in any way, shape, or
formthat we are trying to punish anyone

COW SSI ONER Di G ACOMD COLINS:  Yes.

M. Chairman, could | make a brief statement?

CHAI RVAN DECKER: Pl ease.

COW SSI ONER Di G ACOMD COLINS: | basically
view this as an interpretation of |aw we have to
make. | think it's the | anguage of the statute and
is crystal clear, and | think we are just basically
nmandat ed what we are doing based on the statutory
Section 1324.

CHAI RVMAN DECKER: | think certainly no one
on our Board would prefer that the casinos be closed.
No one would prefer that. The Comobnweal th woul d not
benefit or our licensees would not benefit.

However, it is the second part of any such
task what we are obligated in law and | think
Conmmi ssioner Colins summarized that. There is no
need to repeat that.

Any ot her comments or questions from Board
nmenber s?

Hearing none, | don't think we have
anything el se to come before the Board this evening.
| would entertain a notion to adjourn

COW SSI ONER McCABE:  So npved.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

72

COW SSI ONER SQJKA:  Second.

CHAI RVAN DECKER:  All in favor?

COW SSI ONERS:  Aye.

CHAI RVAN DECKER: Opposed? Mdtion carries.
MS. LaCOUR NEEB: Thank you.

(The proceedi ngs concluded at 10:47 p.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 proceedi ngs and that

this is a correct transcript of the sane.

Hillary M Hazlett, Reporter
Notary Public






