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CHAI RVAN Di d ACOMD COLINS:  Now, we'll begin our Public
Meeting, which I will call to order. GCkay. It seens
like it is a bit delayed, but we always open our Public
Meeting with the Pledge of Allegiance. So we'll do that
and t hen go through the agenda.

(Pl edge of All egiance.)

CHAI RVAN Di G ACOMO COLINS:  Thank you.

By way of an announcenent, the Board held an
Executive Session on February 2nd in accordance with the
Sunshine Act. The purpose of the session was to discuss
personnel issues, privileged and confidential agency
busi ness, and to consult with counsel and other
prof essi onal advisors to the Board concerni ng current
litigation.

The m nutes and transcript. My | have a
notion to approve the Decenber 18th m nutes and
transcript?

COW SSI ONER ANGELI :  Madane Chairman, | nove
that the Board approve the minutes and transcript of the
Decenber 18th Board neeti ng.

COW SSI ONER COY:  Second.

CHAI RMAN Di G ACOMO COLINS:  All in favor?

COMM SSI ONERS:  Aye.

CHAI RVAN Di G ACOMD COLINS:  Opposed?

Motion carri es.
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New busi ness. Executive Director's report,
pl ease

MR. DONAGHUE: Good afternoon, Board nenbers.

I would Iike to report on a couple of itens today

begi nning with an update on the revenue trends at the
Pennsyl vani a sl ot casinos; and then when | am done with
my report, Mchael Cruz, who is the Director of our
Gaming Lab is going to give the Board an update.

Last nonth, again, saw revenues grow conparing
the six facilities operating in January of 2008 to the
same six operating in January of 2009.

That conpari son showed an i ncrease of 6.7
percent or $114 nmillion this year conpared to $107
mllion |ast year.

As | have in the past nonths when naki ng these
conparisons, | warn about draw ng any concrete
conclusions fromthis increase since the market is
obviously still maturing.

In addition, another inportant caveat to those
figures is the fact that about 1,500 nore slot nachines
were operating at those facilities |last nonth over the
anmount in operation in 2008.

Pennsyl vani a gam ng market is producing very
significant revenues. This includes nore than $72

mllion in tax revenues to the Commonweal th i n January,
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whi ch places total tax revenues generated just for slots
play since the initial Novenber 2006 opening at over
$1.5 billion.

Anot her area that | would like to report upon
is the rel ease of the 2008 Pennsylvania Gam ng Contro
Board Annual Report.

The Annual Report provides the public an
opportunity to |l earn nmore about the work the agency did
in the past year. The report is now available for
downl oad in an electronic format, if you go right to our
web page.

Wth that, | will turn it over to Mchael Cruz,
who is going to give an update on the lab

MR. CRUZ: Thank you, Frank.

Good afternoon, Chairman Colins, nenbers of the
Board. |I'mhere to give ny first quarterly update of
the | ab's perfornance for 2009.

In particular, | have totals of statistics from
2008 that | wish to share with you and go over sone of
the statistics because we had a pretty good year in
2008; and | just want to explain certain itens on that
report.

In your Board packet, you have all of the data
that | amgoing to be going over. For the purposes of

the nmeeting, I'"'mnot going to read all of the nunbers
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for you; but | would like to pinpoint certain aspects
that | think should be brought out at this neeting.

In particular, in 2008, we reviewed over 8, 200
itens, which include payback percentages, gane thenes,
conmmruni cati on software, system updates, what have you

In conparison in 2007, we reviewed
approximately 4,000 items. So it was about 100 percent
increase in throughput as far as work done in the |ab.

Qut of that 8,200 items reviewed, we
approximately rejected 221 itens for various reasons
such as payback percentages not neeting the state
m ni muns, conmuni cation issues that required
reprogrammng. So our rejection rate for 2008 was
approximately 3 percent of all submtted itens.

W tend to |ike to keep that nunber down
because that neans that we are doi ng our previous due
diligence and work with the manufacturer so that we get
an al nost 100 percent product into our lab all of the
time because, like | have already stated, the lab is not
qual ity assurance for the manufacturers. Qur role is to
make sure that the products meet the statute and the
regul ati ons.

In addition to those nunbers, | have one
particul ar nunber that is not evident in the spreadsheet

that | provided to the Board.
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In the spreadsheet, we do keep track of how
many packages were received, subm ssions. There was
approximately 1,177. Package, like, would be a gane
theme. A typical package averages about 12 revi ewabl e
itens per subm ssion

We had 219 withdrawn packages | ast year. Wy
I"mpointing this specific statistic out is that | have
explained to the Board and other staff that we operate
our lab on an entirely new and different system where we
prioritize ganes.

We do not run a first-in/first-out queue. This
allows us to only approve ganes that are only destined
for Pennsyl vani a casi nos and therefore do not waste our
time and effort review ng ganmes that at the end of the
day do not get installed.

So through this process, we have -- working
wi th manufacturers and casinos, nanufacturers have
submtted 1,177 packages and have withdrawn 219. That
means that is 219 packages that we did not have to
review, and if we did reviewit, based on a
first-in/first-out process, they wouldn't have ever been
used i n Pennsyl vani a.

So taking that as a percentage of total
packages submitted, it is about a 19 percent constituent

of those total packages subnitted.
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Way this is significant is because | have had a
| ot of anecdotal evidence based upon how successful our
|l ab has been. This is the first year that | can report
to the Board that | have enpirical evidence that the
met hods and processes that we have put in place in our
| ab has in essence turned around a 19 percent efficiency
over running a | ab based off a first-in/first-out queue.

| amvery proud to report that to the Board,
nmeani ng that all of the hard work that nmy staff has done
and particularly nyself and ny managenent staff in
taking it upon ourselves to manage it and to work with
the casino properties, work with the manufacturers so
that only products that are needed in Pennsyl vani a get
revi ewed and approved, are installed in Pennsyl vani a.

So I"'mvery proud to report that to the Board.
That is going to be the summation of ny report. | just
want to add a couple of other notes about openings for
this year.

I do have sone good news to report that,
although it is going to be a very tight tineline for
these openings in 2009, | have reason to believe that
there are already ganmes being installed at the Meadows
in the permanent facility.

They expect to have central system equi prment

installed in a couple of weeks; and as soon as that is
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installed, ny staff can begin to certify the ganes for
operation. So we are |looking at a two-nonth lead tinme
prior to opening.

In addition to what M. DeSal vio said about the
Sands property, they are receiving games by the mddle
of this month, which is a very good sign that they are
on track to neet the deadlines that they proposed.

G ven those two updates and given ny past
experience on openings and neeting deadlines, | amvery
confident that we are on a good track for these openings
that are com ng up in 2009.

That pretty nmuch summari zes the -- ny report
for this first quarter. |f any of the Board nmenbers or
Chai rman have any questions, | wll gladly take them

CHAl RVAN Di G ACOMD COLINS: M chael, | don't
have a question right now, but | do want to conmend you
and your staff in the lab for creating a very, very
wel | -respected and fine lab that is producing quality
ganmes at a very significant and safe rate

W are confident that the integrity of gam ng
is very well protected by you and your staff, and |
comrend you. So thank you

MR CRUZ: | appreciate that, and | will
definitely forward that on to nmy staff. One of the

things | want to enphasize, although we get products



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

out, we do not sacrifice quality for quantity.

In essence, we nade things nore efficient as
opposed to cutting corners and that is what | wanted to
enphasi ze and |l uckily the evidence points straight to
it.

CHAI RVAN Di G ACOMO COLINS:  And we will expect
to hear fromyou on a quarterly basis.

MR CRUZ: Yes. | intend on it.

CHAI RVAN Di G ACOMO COLINS:  Anything further?

Go on.

COW SSI ONER G NTY:  How large is the staff?

MR CRUZ: W are currently at, | believe, 12
I did | ose one staff menber to another position, but |
have a couple people in the pipeline.

COW SSI ONER G NTY: | know t hat under your
| eadership, the lab has instituted a nunber of
i nnovations that other |labs are looking at. | hope in
your next presentation, you can share those innovations

with us.

10

MR CRUZ: | shall definitely do some research.

COW SSI ONER SQIKA: A quick comment and |
prom se |'mnot going to talk about any infinitely
unl ucky man today.

I want to conplinent you on your initiative

having to do with focusing on games that will have
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i mpact in Pennsyl vani a.

I would like to bore in a bit on that
statistic. First of all, can we assune that al
wi t hdrawn packages that are withdrawn is because of that
one reason, they are not going to be used in
Pennsyl vani a?

MR, CRUZ: Sone packages were nost likely
wi t hdrawn, not because of that; but it is a
significantly hi gh nunber because of the way we run our
queue.

What we do is, | work with the manufacturer and
casinos to prioritize what we have in our queue. Then
probably every three or four nonths, every quarter, |
actual |y engage the manufacturer and say, this is what |
have pendi ng.

Certai n ganes have not been called out as
priority, reassess your priorities, and if they are not
your priority anynore, then please w thdraw them from ny
queue. That is a majority of those 220 or so packages.

COW SSI ONER SQIKA:  Excellent. 1'm assuning
then that to submt a package and then have to w t hdraw
it constitutes an expense for the manufacturer that they
would Iike to do away with.

So if that is true, can we assune that this

initiative that you have taken will in tinme cause the
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manuf acturers to be aware of this and sinply not be
sendi ng you material that doesn't have a very high
probability of ending up in the Pennsylvani a casi no?

MR CRUZ: Correct. | think it is awn/wn
situation for everybody involved. M/ staff is not
spending tinme on review ng products that are not
destined for Pennsylvania and the manufacturer is not
wasting time and noney in submtting products to our |ab
requesting review and getting approval and then not
installing theminto Pennsylvania casinos. So it is a
wi n/win for everybody.

COW SSI ONER SQIKA:  Thank you.

CHAI RVAN Di G ACOMD COLINS:  Okay. Thank you
very nuch.

Eil een McNulty, please.

MS. McNULTY: CGood afternoon, Chairman Colins
and Board nenbers. |In early January, the PGCB received
a report entitled Pennsyl vania Regul atory Cost Study
fromM. Cory Morowitz of Morowiz Gaming Advisors, LLC
The report is dated Novenber 14th, 2008.

In his correspondence, M. Mrow tz indicated
that his firmhad been engaged by seven slot |icensees
to provide an analysis of state gam ng regulatory costs
and provided a copy to the Board.

M. Mrowitz asked the Board to contact himif
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there were any questions regarding the report. As the
staff reviewed the report, it becane clear that there
were a nunber of questions about the way the study was
done and the data in the study.

M. Mrowitz was invited to attend today's
nmeeting to answer questions on his study, which will be
posed to him by our Chief Counsel.

M. Mrowitz is a graduate of the Warton
School where he earned his MBA in 1996. He is the
Chai rman and nanagi ng nenber of Mrow tz Gam ng
Advi sors, LLC, a ganing consultancy and Morowitz, LLC, a
public accounting firm He is also a Certified Public
Accountant. He is here today to answer your questions.

CHAI RMAN Di G ACOMO COLINS: M. Morow tz?

MR. M CHAEL: Madane Chair, if | could nmke our
appear ances.

CHAl RVAN Di Gl ACOMD COLINS:  Pardon me? | was
saying welcone and | would |ike you to state your name
for the record, if you will.

MR, MOROWTZ: Cory Morowtz.

CHAl RMAN Di G ACOMO COLINS: Thank you.

MR MCHAEL: |'msorry, Madanme Chair. Lawyers
are junping in again. |'m Gy Mchael from M chael and
Carol and with nme is ny partner Mchael Carol and this

is Ms. Tsingis, T-s-i-n-g-i-s.
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CHAI RVAN Di G ACOMO COLINS:  Very good. Thank
you for being here. M. Shernan has sone questions for
some of the informati on you have provided to us in the
report, so | will turnit over to M. Sherman.

MR, SHERMAN: CGood afternoon, M. Mrowitz. |
am Doug Sherman, the Acting Chief Counsel here for the
Boar d.

As the Chairman has stated, having received the
report shortly after the January 5th date, as staff went
through, | think we devel oped a nunber of questions
trying to clarify our understandi ng of what the report
is, howit was prepared, what assunptions forned the
under pi nni ngs of the report, and basically so that we
can get a better understanding so we can intelligently
use this report hopefully to the benefit of not only the
Board but all of Pennsylvani a.

So with that introduction, could you take us
t hrough how you becane engaged in this endeavor of
preparing the Pennsylvania regul atory cost study?

MR, MOROWTZ: W were contacted by
representatives of Phil adel phia Park and asked to
essentially do what is in the report, conpile a listing
of regul atory costs anongst several jurisdictions and
conmpare themto Pennsylvania on three specific

benchmar ks, which are nmentioned in the report.
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MR. SHERMAN: Those benchmarks, while you
mentioned them are the regulatory costs per gamn ng
position and just so we can get the definitions out --

MR MOROW TZ: Ckay

MR, SHERMAN:. -- can you tell us what that
nmeans, regulatory cost per gam ng position.

MR MOROWTZ: It is the total cost for the
regul atory process divided by the nunber of positions in
a jurisdiction, positions being defined as a sl ot
machine is one position and a table gane is six
positions. So we -- if you have one slot machi ne and
one table, it is seven positions.

MR, SHERMAN: And if you had a casino in
Pennsyl vania with 3,000 nmachi nes, that woul d be 3,000
positions. If you had a casino in another jurisdiction
with 1,000 slot nachines and 5,000 table positions, that
woul d be 6,000 positions?

MR MOROWN TZ: Correct. Yes.

MR, SHERMAN. So the -- I'msorry. The second
i ndi ces that you | ooked at, the regul atory cost as per
gross term nal revenue. Could you explain to us what
that indice is?

MR MOROWTZ: It is exactly what you just
said. It is the total regulatory cost divided by the

total gross revenue for the jurisdiction
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MR, SHERMAN. Ckay. And the third is
regul atory cost per casino enployee. Wuld | be correct
that you took the total cost and divided that by the
total nunber of enpl oyees?

MR MOROWTZ: O the -- the operator
enpl oyees, not regul atory enpl oyees.

MR, SHERMAN: Right. [I'msorry. So with those
three indices, | believe you indicated that Philadel phia
Park representatives had approached you.

Again, the cover letter, which this was
forwarded, indicates that you were retained by seven
di fferent casinos?

MR MOROWTZ: That is correct. | believe that
they were the coordinator for the group; but ultimtely,
we were engaged by all seven.

MR. SHERMAN:. They bei ng Phil adel phi a Park?

MR, MOROW TZ: Yes.

MR, SHERMAN. Ckay now, | notice in the report
you list nine other states --

MR, MOROW TZ: Yes.

MR, SHERMAN. -- with gam ng and you provide
various statistics on the gam ng cost. Wo picked the
ni ne states?

MR, MOROWTZ: W picked the nine states based

on a couple of criteria. One was we wanted to have New
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Jersey and Las Vegas in there because they are two of
the ol der jurisdictions and also the two | argest
jurisdictions, New Jersey is right next door to

Pennsyl vania so we wanted to -- we felt it was inportant
to have themin there.

W picked the other states based on -- nostly
based on whether they were regulating just gami ng as
opposed to whether they had lottery operations or horse
raci ng or sone other regulation, regulatory oversight.

Then the last thing was based on whet her there
was data available, not all states had data. So we
tried to get as representative a sanple as possible.

There were no states that we | ooked at that we
didn't put in because we didn't think they would be
beneficial. So anything we |ooked at that we coul d get
data, we used.

MR, SHERMAN. Ckay. Now, do you know if any of
the states that you sel ected for conparison are
sl ot - machi ne-only states such as Pennsyl vani a?

MR MOROWTZ: | would have to | ook through
them but it is possible.

MR, SHERVMAN. If | were to tell you that none
of the nine states were --

MR MOROWTZ: None of themwere. That is

correct.
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MR, SHERVMAN: Al right. Wuld that nmake a
difference in terns of in general the positions on
average that you would find in a casino?

MR MOROWTZ: In terns of the total number of
posi tions?

MR, SHERMAN:  Yes.

MR, MOROW TZ: Wll, again, a position is any
pl ace where a patron can be sitting at. So a table
typically has six positions. A slot nachine has one.

So in terms of the nunber of positions -- |'m
not sure if | understand the question. A slot machine
has one position

MR, SHERMAN: | guess the question is and
excuse nme if |, you know, amstunbling a little bit here
trying to understand the met hodol ogy here.

MR, MOROWTZ: Right.

MR. SHERMAN:. |f a casino has tabl e ganes, they
are logically for that table going to have, | think
with your exanple, six positions whereas a slot machi ne,
a single slot machi ne woul d have one position, correct?

MR MOROW TZ: That is correct. Wen we -- we
tried to get data on the states that had sl ot machi nes
only, specifically, West Virginia, New York; but their
regul atory structure we didn't think were -- would

provide a -- well, first of all, we couldn't get
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informati on because it is buried in their specific
st at es.

Like, | think West Virginia is part of the
lottery. | think Delaware is part of the lottery. So
we couldn't get that information for those. So we
provided it for the states that we could. There was no
attenpt to not show just a slot state because, again,
the information wasn't avail abl e.

MR, SHERMAN. Ckay. Have you prepared simlar
reports for casino operators in other jurisdictions or
was this as a first tinme you --

MR, MOROW TZ: The regulatory --

MR, SHERMAN:  Yes.

MR, MOROWTZ: No. W have never done anything
on regul atory costs before.

MR, SHERMAN. Now, clearly your report portrays
a position where Pennsylvani a overall costs are higher
than the other jurisdictions, some by a |l arger anount,
sonme by a snmaller anount. Whuld agree with that?

MR, MOROW TZ: Yeah, based on the data, yes.
Could | just nmake one comment?

MR, SHERMAN:  Sure.

MR, MOROWTZ: CQur report is essentially a
conpi lation of data. W did not nmake any qualitative

judgnments in terns of how -- of the reasons why the
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costs are different in different jurisdictions based on
t he benchmarks.

Sinply a conpilation of data, which we were
hopi ng woul d becone a tool that you could use to anal yze
your own operation

MR, SHERVMAN:. And | think as | expressed, that
is why we are, you know, trying to get this information
so that we can use it for a tool and figure out where we
can nake fair conparisons.

Now, obviously, Pennsylvania, being a very
young jurisdiction, only 7 out of a possible 14 casinos
bei ng opened, would you agree that Pennsylvania is still
facing a series of ranp-up or start-up costs, which
woul d not be indicative of nore established
jurisdictions?

MR MOROWTZ: | really can't answer that
guestion because it is not part of what we were engaged
to do.

The only thing we were engaged to do was
compile this data, create the benchmarks. W were not
asked to ook into the reasons why certain costs were
hi gher or | ower.

W were not even asked to | ook at the age of
different jurisdictions. So | didn't really study that.

It would be unfair for ne to provide an opinion on it.
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MR, SHERMAN. Ckay. Would you have an opinion
as to whether that would be an appropriate factor to
|l ook at if individuals were trying to nake an anal ysis
of why the cost may be different?

MR, MOROW TZ: Absolutely. Again, we were not
asked to nake any qualitative judgments. W were asked
to conpile the data.

In any good benchmarking study, it is basically
going to provide you with a lot of information that is
going to prod you to ask questions. Then you are going
to ask why these costs are different than in other
jurisdictions. That would be potentially one of the
reasons why.

MR. SHERMAN: Now, and not to bel abor the
point, | just want to run through several of these
factors.

One of the indices, obviously, that we tal ked
about was the regulatory cost per casino enployee. Now,
when | | ook at the report, | think you have Pennsyl vani a
at about 4, 877 casi no enpl oyees.

In New Jersey for 11 casinos, the nunber is
about 48,000, ten times higher than Pennsylvania. D d
you do any analysis to deterni ne whether there was a
difference in who was included in casino enpl oyees anobng

the jurisdictions?
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MR MOROW TZ: These were

each of the -- these are total enpl

total enpl oyees at

oyees in the

i ndustry, not necessarily casino |icensed enpl oyees.

So these were total enployees; and again,

were not asked to make any qualitative judgnents,

conpi l e the data
MR, SHERMAN:. | f a casino
like we see in the Las Vegas area,

woul d the casino -- would the hote

we

j ust

had a hotel, nuch

22

the New Jersey strip,

enpl oyees be

included in the total nunber of enpl oyees?

MR MOROWTZ: Yes.

MR. SHERMAN: So if in conparison of those

situations to Pennsylvania where largely there are not

hotel s, obviously, you woul d probably expect

Pennsyl vani a' s nunbers of enpl oyees to be | ower,

woul dn't you?

MR MOROW TZ: Well, the nunber of enployees is

related to the conplexity of the property. But, again,

we weren't -- | did not nmake those kind of qualitative

j udgnent s because we just conpiled

So if | had prepared and, you know, known that

you woul d have that question, | would be nore prepared

to provide an opinion on it.

t he dat a.

MR, SHERMAN: Sure. | guess ny point is,

are confronted with rati os here of

regul atory cost

we



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

23

versus enpl oyees.

From our perspective, we're |ooking at a wi de
di vergence of those ratios. | think from-- again, from
our end looking at it, if the nunber of enployees in
Pennsyl vani a is much | ower because all of the enpl oyees
of those other anenities are not included, it is going
to affect those ratios and sonething that obviously in
our analysis we have to take into consideration.

MR, MOROWTZ: Again, if you use this as a tool
and you start to dig into the reasons, that may -- you
know, that may be a reason but; and I'm-- correct ne if
I amwong, Quy, but | believe that all of the enployees
in New Jersey are subject to some oversight?

MR. M CHAEL: There is either a license or a
certification or registration.

MR MORONTZ: So | think it is a fair
conpari son.

MR, SHERMAN. Now, as | stated Pennsyl vania
only has 7 of 14 licenses currently out there which have
been are actually operating. W have a couple nore to
corme online.

Are you aware of any of the other nine
jurisdictions that are currently only operating with
hal f of the casinos operating?

MR, MOROWTZ: Again, it wasn't part of our
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engagenent. So, | -- you know, if | had a little tine,
you know to go through ny databases, | would be able to
answer that, but | can't.

MR, SHERMAN. Would you agree that if we were
to make the next step of the analysis of the reasons for
the cost, that could be a factor?

MR, MOROWTZ: That is sonething you should be
studying. Absolutely.

MR. SHERVMAN. Are you also aware -- | think you
note in the study -- | want to nake sure that | have the
right language, that in tal king about the costs in
Pennsyl vani a, quote, prinmarily due to a dedicated State
Pol i ce contingent for each casino and a statutory
requirenent for a central control conputer, the addition
of these regulatory costs to those of the Gam ng Board
makes Pennsylvania the state with the hi ghest regulatory
costs of the study. |Is that a statenment out of your
report?

MR MOROWTZ: Yes, it is. | think we were
trying to provide at |east sone guidance as to why the
costs were higher

MR, SHERMAN. Ckay. Are you aware of any ot her
jurisdictions of the nine that were cited that have the
requi renent of a central control conputer systenf

MR MOROWTZ: | don't think any of them do.
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MR, SHERMAN. (Ckay. So in this case, | think
we are |ooking at about 12 percent of the overall
regul atory cost. Wuld you agree that that would be a
significant factor, which may cause a difference in the
anal ysi s?

MR MOROWTZ: Again, it is hard for ne to

provi de you with opinions because even though |I like to
provide nmy opinion, | wasn't asked to do so in this
engagenent .

MR, SHERVMAN. Al right. But certainly,
sonmet hing in our analysis that we should be | ooking at?

MR MOROWTZ: It is definitely sonething you
shoul d | ook at. Absolutely.

MR, SHERVMAN: All right. Likew se, the
dedi cated State Police force on-site at the casi nos was
about 27 percent of the total regulatory cost. Wuld
that be another factor that would have to be anal yzed
from our end?

MR, MOROW TZ: Yes.

MR SHERMAN:  Anot her matter which occurred to
me i s that Pennsylvania by statute has a requirenent
that all licenses, permts, and certifications be
renewed on an annual basis.

Are you famliar through your experience in

overseeing gamng -- in your gam ng advisory or through
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this report, how many other jurisdictions that you have
| ooked at that require annual renewals as opposed to
either three or five-year renewal s?

MR, MOROW TZ: Again, we weren't asked to get
into the reasons why the costs were different. W
didn't look at that kind of information. In ny
experience, | would be guessing if | knew which
jurisdictions required three or one year.

MR. SHERMAN:  Wbul d common sense dictate that
annual renewals are going to entail greater
adm nistrative costs than three or five-year renewal s?

MR MOROWTZ: Mbst likely. You're going to
find lots of reasons why the costs are higher.

MR, SHERMAN. Right. |In each of these --

MR, MOROWTZ: M question is, can you change
sonme of those things and make it, you know, better for
the industry and still have oversight?

MR. SHERMAN: And obviously, froma Gam ng
Control Board standpoint, some of these factors are
required by statute --

MR, MOROW TZ: Under st ood.

MR, SHERMAN: -- which are outside of our
control.

MR, MOROW TZ: Yes.

MR. SHERMAN:. But nevertheless, | think they
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all have to be analyzed in terns of comng up with a
gl obal view of why the costs are what they are. Some of

whi ch can be changed and some whi ch are outside of our

control .

MR. MOROWN TZ: Yes.

MR, SHERMAN. One of the things that | wanted
to ask you about was you had noted, | think it is on

Page 3, Footnote 1, that in Pennsylvania, pronotiona
play is deducted fromgross termnal revenue; is that
correct?

MR MOROWNTZ: | believe that is correct.

MR. SHERMAN: And would it be correct that the
pronotional play extended by casinos is not deducted
fromgross termnal revenue in other jurisdictions?

MR MOROWTZ: |I'msorry. Repeat that. | was
r eadi ng.

MR, SHERMAN. Ckay. First question was
actually ny statenent that the report states that gross
term nal revenues in Pennsylvania are deducted from --
pronotional plays are deducted from gross terninal
revenues; is that correct?

MR MOROWTZ: That is correct.

MR, SHERMAN: Ckay. Are we to presune that
fromthe way you have listed this in the footnote that

pronotional plays are not traditionally deducted from
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gross term nal revenues in other jurisdictions?

MR MOROWTZ: | think in sonme jurisdictions
they are and in sone they aren't.

MR, SHERMAN:. So dependi ng on whether they are
or are not, they may increase or decrease the gross
term nal revenue --

MR, MOROW TZ: Yes.

MR, SHERMAN: -- which is being used in the
rati os?

MR, MOROW TZ: Yes.

MR SHERMAN: So that woul d have to be anot her
factor to be |ooked at in coming to any concl usi ons
about sone of the ratios?

MR, MOROW TZ: Yes.

MR, SHERMAN: Now, did you ever --

MR, MOROW TZ: Let ne just point out that we
did -- in the footnote, we added those back and provi ded
di fferent percentages.

MR, SHERMAN: Right. And | think what you
noted is that if, in fact, those ampbunts are added back
into be on sanme footing as the nunber of the other
jurisdictions, Pennsylvania's costs cone down.

MR. MOROW TZ: They do, not materially; but
t hey do.

MR, SHERMAN: Not materially in and of itself
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because of the pronotional play, but in concert wth
anot her a nunber of other factors, it may cause a
mat eri al decrease when we look at all of these other
i ssues?

MR, MOROWTZ: Yeah. Again, | wasn't asked to
| ook at the other issues.

MR, SHERMAN: Ckay. | think you used a
pronotional play presunption of 6.5 percent. Do you
know how you cane up with that nunber?

MR MOROWTZ: |'mpretty sure that we
cal cul ated based on the Pennsylvania Gaming Board's
site, the total pronotional plays divided into the net
revenue and then we assuned that that would be the
per cent age goi ng forward.

MR, SHERMAN: | think what you would find that
year-to-date -- I'msorry. For this |ast year,
pronotional plays were actually in excess of 13 percent.
And if that was the case, that would -- actually
factoring that back into the GIR that would actually
result in a larger reduction than only a 6.5 percent?

MR MOROWNTZ: |If that is the case, that is not
the info that was represented on the site.

MR, SHERMAN: Ckay. Okay. All right. Now,
obvi ously, Pennsylvania also has a requirenent in the

statute for an in-house public gam ng |aboratory. The
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costs of the operations of the lab are factored into the
budget appropriation, which as a portion of regulatory
cost are going to result in that nunber being higher
than i f Pennsylvania didn't have the required

| aboratory. Are you aware if any of the other nine
agencies, nine states require public gam ng | abs?

MR, MOROW TZ: Sone of that information m ght
-- we provided a pretty conprehensive report. The
budgets of the jurisdictions are included in the back
and they nay be in sone of those. | don't have that
informati on off the top of ny --

MR, SHERVMAN: Did you prepare a report other
than the one you provided to us?

MR, MORON TZ: No.

MR, SHERMAN:  When you say a conprehensive
report, | didn't know if there was sonet hi ng nore.

MR MOROANTZ: No. No. No. | nean, there are
several pages of spreadsheets fromthe data fromthe
states that supports these concl usions.

There may be those costs in sonme; but again, we
weren't asked to determ ne the reasons why the costs
were different. We were just asked to provide the
conpi l ation of the data.

MR, SHERMAN: Again, | don't want to, you know,

go beyond just trying to get an understandi ng of where
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these facts cane frombecause | think we all recognize
i n Pennsyl vani a and probably el sewhere where there are
gam ng | abs, although the funds may be included in the
budget anount and appropriated for us, the cost of the
lab largely will be billed to the manufacturers of the
equi prent and not to the casino operators.

So the inclusion of those ambunts wi thout
taking into account that factor of the total regulatory
costs may again factor -- have an effect on the
regulatory -- on the ratios or the indices being used.

MR MOROWTZ: W would have to | ook at each
i ndi vidual state and deternmine if that is the case
Again, it is hard for me to provide you an opinion on
sonething | wasn't asked to | ook at.

MR, SHERMAN:. One final area | want to go into
is on Page 5 of your report. You have projected
historical revenues and positions?

MR, MOROW TZ: Yes.

MR, SHERMAN: Under key assunptions -- and we
have just had hearings earlier today about Category 3
Applicants. | see in the report that you have a
Cat egory 3 Poconos Applicant listed as com ng on the
line fiscal year ending June of 2010. |Is there any
reason that you don't have two Category 3 Applicants?

MR MOROWTZ: It was based on our --
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conbi nation of our judgnent, on discussions with
attorneys who are very intimate with this process; and
essentially, you know, at the tine that we did the
report, you know, a feeling that only one of those two
woul d actual ly open up.

MR, SHERMAN: | think clearly what we can see
here is that there may be a nunber, |arge nunber of
factors which have to be | ooked at further in order to
conme to any conclusions in this report. Wuld you agree
with that?

MR MOROWTZ: | couldn't agree nore. This was
meant to get the ball rolling.

MR. SHERMAN: So sinply because of the fact
that in the report and this is what | think what | want
to conclude with, the fact that Pennsylvania nmay have
hi gher costs as listed in the report that is in raw
nunbers, am| correct, that you can't cone to a
conclusion as to or not yet cone to a conclusion as to
the reasons for those higher costs?

MR MOROWTZ: That is correct. W were not
asked to cone to a conclusion. W were asked to provide
the costs; and essentially, the only conclusion that we
came to in the report is that the costs were hi gher, not
t he reasons why.

MR, SHERVMAN.  And |ikew se, did you cone to any
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concl usion as to whether those costs in light of the
regul atory and statutory schenme are in any way
unr easonabl e?

MR MOROWTZ: No. We were not asked to come
to study that or to provide a conclusion on that.

MR, SHERVMAN. Al right. Thank you

Madanme Chairman, | don't have any further
guestions.

CHAI RVAN Di G ACOMD COLINS: Does anyone el se
have questi ons?

COW SSIONER G NTY: | have a few. First of
all, I amconcerned about the only including the Cat 1,
and just one Cat 3 Applicant in this. Wo suggested
that you not include Valley Forge --

MR, MOROWTZ: No one suggested that we not.
It was based on a nunber of conversations -- | couldn't
even tell you. W nust have talked to four or five
different people who are out there. W didn't speak to
anyone from Valley Forge and this is not in any way kind
of a --

COW SSI ONER G NTY:  You understand --

MR MOROWTZ: It would be on our judgnent --

COW SSI ONER G NTY:  -- one of the casinos that
has retai ned you is opposing the Valley Forge

appl i cation?
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MR MOROWNTZ: | --

COW SSI ONER G NTY:  Don't you think it was a
little nisleading?

MR MOROWTZ: | was totally unaware of that
It was not what we were asked to do. It was just based
on a nunber of people that that is what would be open.

COW SSI ONER G NTY:  You used two ternms. One
is that you were requested to conpile data. You also
said that you were retained to make conpari sons?

MR MOROWTZ: It is part of the conpilation
process, yes.

COW SSI ONER G NTY:  Now, do you think these
are valid conparisons?

MR, MOROW TZ: Yes.

COW SSI ONER G NTY: G ven the differences in
the jurisdictions, statutory responsibilities, and so
forth is this apples -- in the old standard, is this
appl es to appl es?

MR MOROWTZ: W weren't asked to deternine if
it was apples to apples. W were just asked to provide
the ratio so that you can then go to the next step and
see it is apples to apples. W weren't asked to do
t hat .

COW SSI ONER G NTY: Do you know how this

report is being used?
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MR MOROWTZ: | don't. | was asked to do the
report. | provided it to nmy clients. | amnot involved
in any other process.

COW SSI ONER G NTY:  You have not talked to any
Legi sl ators?

MR MOROWTZ: | have not.

COMM SSI ONER G NTY:  You know, in all fairness,

and this goes to the industry as well, |, for one --
this is a personal opinion. | think this is a very
distorted report and you know, what | think -- and |

appreciate you sharing it with us, by the way; but I
think to be fair, you and the industry should make the
adj ustnents so that we have a better understandi ng of
how we conpare to other jurisdictions.

In other words, you know, we are statutorily
required to renew | icenses every year. W are
statutorily required to have a gam ng | aboratory, other
states are not.

W require non-ganing vendors to be |icensed or
regi stered. Nevada, for one, does not. That is a
considerable -- and there are others. W tal ked about
start-up costs.

Are you aware that a lot of the budgetary itens
that you saw are actually deferred so that the current

casinos don't have to pay, you know, the start-up costs,
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that eventually those costs will be shared by all 14
casi nos?

MR MOROWTZ: | amaware of that; but again
it wasn't part of this study. It was purely we were
asked to provide these ratios so you coul d be asking
t hese questions.

COW SSI ONER G NTY:  |I'm wondering who is
aski ng those questions.

MR, MORON TZ: You are.

COW SSIONER G NTY: | do think that -- and
there are representatives fromthe industry here. |
just think that you owe it not just to the Board but to
the Legislature and the citizens of Pennsylvania to cone
up with a nore appropriate study. That is all | have.

CHAI RVAN Di G ACOMO COLINS: Commi ssi oner Soj ka?

COW SSI ONER SQIKA:  Just a foll owup on that.
And again, | don't wi sh to appear overly defensive. You
have nmade these conpilations. You have nade the
conpari sons.

I think you can tell we are taking this
seriously and to the degree they could be useful to us
and to the end we will do so.

But repeatedly, you have tal ked about this is
not hing nore than a conpilation of data and that it is

not hing nore than conpari sons and there has been a kind
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of inplication that there was no attenpt to interpret or
get a particular result.

I don't wish to appear overly stringent here
and | hope | am not being sort of hyperexegetical, but
when M. Shernman asked you about which states were being
excluded or m ght not be included, you nentioned that
you | ooked at sone, they weren't put in, and you assured
himthat they did not get in there because their results
woul d not be beneficial; and that was your term sir,
benefi ci al .

Beneficial inplies that there is sonme intended
result that would be benefited. You said you didn't
include it because they were beneficial. Ws the intent
to make Pennsyl vani a | ook nore expensive?

MR, MORON TZ: No.

COW SSI ONER SQIKA:  What did you nean by that
word then?

MR MOROWTZ: | was just trying to assure the
Board and your counsel that we did not manipul ate
anyt hi ng here.

W used data that was available to us, and we
presented it in this report. There was -- nobody told
us this is what we want it to look Iike. W used our
j udgnent and our -- and anal yzed the data that is out

there and provi ded everything that we found.
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| nean, it is not -- | was just trying to nake
a statement that, you know, there was nothing that was
left out of here that we found and left it out.

COW SSI ONER SQJKA:  And | understand, it is a
questioning thing. You didn't have tinme to prepare. W
all occasionally use words that you've got to back up
on. Thank you

CHAl RVAN Di G ACOMD COLINS:  Conmi ssi oner
Ri vers?

COW SSI ONER RI VERS: Several questions. First
of all, when did you start to gather the data used in
your report?

MR MOROWTZ: | think we started to gather it
sonetime around the sunmer.

COW SSI ONER RI VERS:  And when did you start
anal yzing and then when did you wite your report?

MR, MOROW TZ: The report was conpleted on
Novenber 14th. W had done an earlier report. | don't
renenber exactly when it was done and then we were asked
to update it in Novenber

COW SSI ONER RIVERS:  Well, in all of ny days
and ny university work when we | ooked at reports and
eval uati ons and studi es and especially when you were
benchmar ki ng, we always try to find conparable itens.

It seens very clear to ne that you did not use
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conparable itens when witing this report. | nean,
think you will say that you were probably not asked to
do that; but just out of curiosity as a researcher, why
woul d you not use conparable itens when you were doing
your benchmar ki ng?

MR MOROWTZ: | think we did use conparable
items. W conpared to several ganing jurisdictions.
The jurisdictions that we couldn't get information for,
we didn't use

The jurisdictions that had oversi ght over other
items |like horse racing or, you know, other regulatory
oversight, we didn't think that those would have been
fair representations.

COW SSI ONER RI VERS: Wiy weren't there
asterisks indicating that they are not conparable in 100
or 85 -- even 100 percent to where Pennsyl vani a happens
to be?

MR MOROWTZ: W weren't asked to provide any
ki nd of an opinion on whether they were conparable. W
were asked to conpile the data.

COW SSI ONER RI VERS: But you drew concl usions
fromthat, correct?

MR MOROW TZ: The concl usions that we drew
were basically a regurgitati on of what the data said.

COW SSI ONER RI VERS: And having not seen the
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entire report, is there any place in your report that
you make a decl aration that Pennsylvania, because of a
variety of variables, is significantly different than
the other entities that you put in the report?

MR MOROWTZ: W did say that. W were
trying --

COW SSI ONER RIVERS:  |'m asking the question
| didn't read the entire report.

MR MOROWTZ: W did say that in one did --
whi ch was poi nted out, one paragraph that there was a
requirenent for a central conmputer systemand a
dedi cated state police. Again, we were trying to point
out why the costs were higher --

COW SSI ONER RI VERS:  Thank you.

MR MOROWTZ: -- in that one respect.

CHAl RVAN Di G ACOMD COLINS:  Conmi ssi oner
McCabe?

COW SSI ONER McCABE: | agree with some of the
gquestions and coments that have been made. | think we
established that this is not really an anal ysis of the
dat a.

Al this report is is a conpilation of the
nunbers. You have to understand, we have to weigh --
the public -- protect the public and the regul atory

costs equally.
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W will try to do what we can to -- in our new
regul atory stage here that we are in to do things nore
efficient, nore cost effective; but also the public
demands us to nake sure that we regulate the industry to
mai ntain the integrity.

W will look at this in the light that we now
know. | appreciate you coming because | think it does
explain a nunber of things. This isn't really an
anal ysis of these nunbers. This is just a conpilation
of the nunbers.

MR MOROWTZ: That is correct.

COW SSI ONER McCABE: Thank you.

CHAlI RVAN Di G ACOMO COLINS:  Conmi ssi oner Coy?

COW SSI ONER COY: No questi ons.

CHAI RVMAN Di G ACOMO COLINS:  Commi ssi oner
Angel i .

COW SSI ONER ANGELI: Just one question

M. Mrowitz, at any tinme when you did your
study, did you contenplate coordinating with the
Pennsyl vani a Gam ng Control Board staff on the
conditions on things you could iron out to be able to
make your study nore efficient or were you not asked to
do that?

MR, MOROW TZ: Nobody specifically asked ne not

to. | just didn't.
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COW SSI ONER ANGELI: Any particul ar reason?
It just seens odd that you wouldn't cone back and say,
we are doing this study. These are things we are
| ooking at. This is the basis for our study. Do you
have any reconmendati ons or any considerations as we do
the study to nove forward?

MR, MOROW TZ: Again, there was publicly
avai | abl e data out there that we based the report on.
W weren't asked to come to conclusions. | didn't think
this would be the appropriate time. | assuned there
woul d be a Phase 2.

COW SSI ONER ANGELI: Ckay. Thank you very
nmuch.

CHAI RVAN Di G ACOMO COLINS:  Very good. Any
ot her questions?

MR, SHERMAN:  No

CHAI RVAN Di G ACOMD COLINS:  All right. Thank

you. We -- | appreciate you sending the report to ne,
which the cover letter, | believe, you sent it about
three weeks ago, two weeks ago. | appreciate that for

us to reviewit.

| appreciate the opportunity to talk with you
about it. W have had to be able to question you
because we do have sonme concerns about endi ng up | ooking

like we are a very expensive jurisdiction
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Yet, we feel as we |ooked at this that there
were some underlying questions about sone of the
prem ses used in your analysis.

| have a feeling fromsone of the answers that
if we plugged in different nunbers fromdifferent years,
we coul d change the results a bit.

So | want to make sure that as we |look at this,
we are all on the sane base, that we are using apples to
appl es, so to speak, and oranges to oranges to draw
concl usi ons.

Thank you. W will hopefully be able to use
this as a beneficial tool in evaluating the type of job
we are doing. So | appreciate it.

MR, MOROW TZ: Thank you. | appreciate your
havi ng ne here

CHAl RVAN Di G ACOMO COLINS: Al right. Let's
nmove on, please. Let's go through these regul ations.

MR. SHERMAN:. First up, Madane Chairnan is
Ri chard Sandusky, the Director of Regulatory Review with
a proposed regul ation

CHAl RMAN Di G ACOMO COLINS:  All right. Go on.

MR. SANDUSKY: \What we have for the Board's
consi deration today is one Final-form Regul ati on and
that is Regulation No. 125-92

This rul emaki ng was adopted as a proposed rule
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by the Board on Septenber 30th of 2008 and was publ i shed
in the Pennsylvania Bulletin on Novenber 8th of 2008
with a 30-day conment peri od.

Comments on this rul emaking were received from
Chester Downs and Marina, LLC, Downs Racing, LP,

G eenwood Gami ng and Entertainnent, Inc., HSP Ganm ng,
LP, and Hol di ngs Acqui sition Conpany, LP, Sands Casino
Resort, Bethl ehem and Washi ngton Trotting Associ ati on,
I nc.

The Board al so received comments on this
proposed rul emaki ng fromthe | ndependent Regul atory
Revi ew Conm ssi on on January 7th of this year.

In response to the comments that were received,
the staff has proposed two changes to the Final-form
Regul ati on.

First, many of the commentators suggested that
we add a sanple calculation to Subsection (d) that
reflects how they are to cal cul ate the increases.

W have adopted that suggestion and included
the sanple cal culation, which mirrors how the
cal cul ati ons were done for the Decenber increases under
the C ean Indoor Air Act.

Second, a nunmber of the commentators asked the
Board to include a time period within which it would

conplete its verification of conpliance with the d ean
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I ndoor Air Act.

W have done so by adding a 15-day time period
wi thi n which these requests for changes to the
desi gnat ed snoki ng areas woul d be revi ewed for
conpliance with the Clean Indoor Air Act and
notification provided to the slot nmachine |icensees.

If the Board has any other questions on the
Fi nal -form Rul emaki ng, | would be happy to respond. |If
not, we would ask for a notion for adoption.

CHAI RVAN Di G ACOMO COLINS:  Commi ssi oner Soj ka?

COW SSI ONER SQIKA:  If | may, | have a couple
of questions. One, this rul emaking, of course, deals
specifically with the issue of changes in the anount of
space on a gamng floor that can be dedicated to
snoki ng?

MR, SANDUSKY: Correct.

COW SSI ONER SQIKA: O course, the operative
step is to nmake a conpari son between exi sting snoking
and nonsnoking areas and to |l ook at the difference
bet ween them and then propose a change based on those
nunber s?

MR SANDUSKY: Yes, that is what the C ean
I ndoor Air Act pernits the licensees to do.

COW SSI ONER SQJKA: It is reasonable to

assune, is it not, that the mx of slot nmachi nes or
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ganmes in either a snoking or nonsnoki ng area when
conpared to the other could certainly influence the
out cone?

MR, SANDUSKY: | would agree with that
statenment .

COW SSI ONER SQIKA:  Is it your understanding
that in the statute or in this regulation that you are
proposing that this Board has any authority or any
right, if you will, to question the m x of nachines that
are in either the snoking or nonsnoking area?

MR SANDUSKY: | think it is clear fromthe
provisions in our Act and also in the O ean |Indoor Ar
Act, the Board does not have the authority to prescribe
for the slot machine |icensees which nachines they pl ace
in which area.

If that had been the intent of the Genera
Assenbly, they could have included | anguage al ong t hose
lines; but they did not.

COW SSI ONER SQJKA:  And again, if |I may just
state the obvious then, if there would be a desire to
chal | enge the outcone of this regulation, given the
statute the way it is witten and given the Clean Ar
Act, the way it is witten, this Board woul d not be the
place to cone if you wanted to have a different outcone?

MR SANDUSKY: That is correct. | do not
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bel i eve the Board has any discretion in this area. It
falls solely with the General Assenbly.

CHAI RVAN Di G ACOMO COLINS:  Any ot her
guestions?

COW SSI ONER RI VERS:  Yes.

M. Sandusky, to your know edge, has any casino
gerrymandered their floor to affect what Comm ssi oner
Soj ka asked as relates to high volune nachines placed in
t he snmoki ng area?

MR, SANDUSKY: | have not personally revi ened
t he changes that were made on each of the ganing fl oors.
I will say that | did review the drawi ngs that cane in
fromthe casinos.

Most of the casinos did not designate numerous
different areas to try and pick out, you know, just
their high volume machi nes and designate those as
snoki ng.

Most of the snoking areas that were picked are
conti guous areas for the convenience of their patrons;
and also, | believe to make enforcenent a little bit
easi er.

Havi ng said that, they clearly did have the
di scretion to put -- you know, to pick the contiguous
area that may have had a mgjority of their higher vol une

machi nes.
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COW SSI ONER RI VERS: But to your know edge, no
one did that?

MR, SANDUSKY: Not to ny personal know edge.

COW SSI ONER RI VERS:  Thank you.

CHAl RVAN DI G ACOMO COLINS:  All right. Thank
you.

May | have a notion?

COW SSI ONER COY:  Yes. Madane Chair, | am
glad to nove that the Board adopt Final-form Regul ation
No. 125-92 anendi ng Chapters 44l1la and 467a and that the
Fi nal -form Regs be posted on the Board's website.

COW SSI ONER G NTY:  Second.

CHAl RVAN Di G ACOMO COLINS:  All in favor?

COMW SSI ONERS:  Aye.

CHAI RVAN Di G ACOMD COLINS:  Opposed?

Motion carri es.

Thank you.

MR, SANDUSKY: Thank you.

MR, SHERMAN: Next up is Steve Cook, Deputy
Chi ef Counsel, to present a nunber of Licensing
Wt hdraws, Petitions, and other natters.

MR, COCK: Good afternoon, Madane Chairnan,
menbers of the Board.

Today, the Board has before it four Petitions

for its consideration. Two of these Petitions were
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heard before the Board earlier today during the Public
Hearing; specifically, the Sands Bet hworks Petition for
Additional Tinme to Make Sl ot Machines Available to Pl ay
and the Sands Petition to request a delay in
construction of certain aspects of its projects.

The other two matters, Downs Racing's Petition
for exenption from front-of-house credentials on sone of
the enpl oyees and Shuffle Master Incorporated's Petition
seeki ng approval of the Vegas Star Roul ette machi ne,
were the subject of full evidentiary hearings
previously.

Al'l of the parties to these Petitions have been
notified that the Board is considering these natters
today and have the right to be present to address the
Boar d.

I'"l'l briefly summari ze each Petition. The
first Petition before the Board is that of Downs Raci ng.
Downs' Petition requests an exenption fromthe
regul atory requirenment that Board-issued credentials be
worn by certain of its enpl oyees.

Downs Raci ng proposes that enpl oyees be
required to carry but not continuously display their
Board issued credential s.

Downs Racing avers in its pleadings and inits

argunents that permanent display of credentials on the
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uni form of enpl oyees detracts fromthe appearance of the
enpl oyees and furthernore, Downs Raci nhg argues that such
a display of credentials puts the enpl oyees at risk of
rel easing certainly potentially sensitive information
that is contained in the credentials, including ful
nanmes and dates of birth.

Lastly, Downs Racing contends that the display
of the credentials for certain enployees, |ike chefs and
wai tresses, poses a hindrance and possibly a safety
concern to the performance of certain job duties. This
matter is now before the Board for its consideration

CHAI RVAN Di G ACOMD COLINS:  All right. Any
gquestions or comments regarding --

COW SSI ONER G NTY:  Madane Chairnman, |'mvery
synmpathic in a lot of respects with the Petition by
Downs Raci ng.

However, at our last session, | indicated that
this is asking for an exenption froma regul ation that
the Board adopted sonme tinme ago. At issue here are 58
positions in casinos.

| just don't think this is the way that this
Board shoul d be doing business. | think we ought to
have a uni form standard that all casinos can abi de by.

So I'mgoing to request that we defer action on

the Petition and instruct the staff to neet with
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i ndustry representatives and | ook into anendi ng the
regul ati on.

COW SSI ONER McCABE:  1'11 second that.

CHAl RMAN Di G ACOMO COLINS:  Well, | want to
comrent that | think that as we have characterized
ourselves nunerous tinmes as a start-up jurisdiction

I do think rather than pieceneal waivers and
pi eceneal changes, | do think it is worth our while to
take a look at this issue nore globally and have our
staff reach out.

I"'min agreenent with this. So, if there's a
-- if your notion is to table this and there's a second,
all in favor?

COMW SSI ONERS:  Aye.

CHAI RVAN Di G ACOMD COLINS:  Opposed?

But the purpose of tabling is that staff wll
reach out to everyone to evaluate what, if any, type of
changes we have to enbark on on this credentialing
requi renent. Thank you

Next, Shuffle Master, the notion.

MR, COCK: The next matter for the Board's
consi deration, Shuffle Master's Petition seeking
approval of the Vegas Star Roulette slot machine for
operation in the Comonweal t h

This matter was heard by the Board on Decenber
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18th, 2008 at a Public Hearing in which substantial
evi dence was received.

The record remai ned open after that hearing;
and on January 21st, 2009, the Board, again, conducted a
public discussion of the topic of Vegas Star's approval
for play including testinony by Mchael Cruz, Director
of the PGCB Gami ng Lab

Briefly, Shuffle Master is the hol der of a
Manuf acturer License in the Commobnweal th and produces
anong ot her products Vegas Star, a sinulated video gane
allowing nultiple gamers to place sinmultaneous bets on
the outconme of a single, sinulated roulette result.

Shuffl e Master avers that Vegas Star is a slot
machi ne as defined by the Act. The PGCB has tested a
fully functioning prototype of Vegas Star, as well as
ot her regul at ed equi prent and has not raised any
mat eri al exception nor has it inposed any extraordi nary
condition as a predicate to the machine's approval by
t he Board.

The record in this matter, | believe, can now
be closed and the matter can be considered by the Board.
CHAI RVAN Di Gl ACOMD COLINS:  Very good.

Is there a notion?
COW SSI ONER G NTY: | nove that the Petition

by Shuffle Master seeking approval of Vegas Star
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Roul ette sl ot machine for operation in the Commonweal th
of Pennsyl vania, OHA Docket No. 42719, be approved.

COW SSI ONER COY:  Second.

COW SSI ONER RI VERS:  Madane Chai rman, before
we vote, | would like go on the record, at the | ast
meeting, | was very nuch opposed to the Shuffle Master.

After conferring with individuals in the
industry and finding out that this is a very popul ar
ganme, a gane in which the industry thinks it will help
change their popul ati on, denopgraphics, and is a positive
mar keting tool, | basically now say | can support this.

CHAI RMAN Di G ACOMO COLINS:  All in favor?

COMM SSI ONERS:  Aye.

CHAI RVAN Di Gl ACOMD COLINS:  Opposed?

Mbtion carri es.

Very good. Al right. Qur next matter that we
will consider will be the Petition for -- Sands
Bet hworks Petition for Ruling that Cause Exists to Rel ax
or Modify Licensing Condition No. 51; is that correct?

MR COOK: That is correct. There are two
Sands' matters. W can handle that one first. That was
the subject of the Public Hearing earlier today
obviously, and | believe now the Board can consider the
matter.

CHAI RVAN Di G ACOMO COLINS:  All right. Do we
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have a notion as to that Petition?

COW SSI ONER SQJKA:  NMadane Chair, | can nmke
an effort to make such a motion. It is, of course,
bei ng made on the spot, and | would sinply, again, state
the obvious that | woul d wel cone friendly anmendnent by
other nenbers of the Board to try to put this in the
best possible form

| make a notion that the Petition be granted
and that the tinme period to conplete the Petitioner's
proj ect be conditioned subject to ongoing review and
oversight by the Board as foll ows:

That the Petitioner is to neet nonthly and
provi de status reports to the Board's Fi nanci al
Suitability Task Force for the purpose of allow ng the
Task Force to evaluate the Petitioner's progress in
securing financing to conplete this project.

And then two, using the information provided to
the Board staff, the Board at the appropriate tinme wll
set a hearing to consider setting -- to setting
Petitioner's conpletion date for the project with the
expectation that the project will be conpleted as
originally proposed.

COW SSI ONER McCABE:  Second.

CHAI RVAN Di G ACOMO COLINS:  Any comments or

guestions?
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COMM SSI ONERS:  Aye.

CHAI RVAN Di G ACOMD COLINS:  Opposed?

That nmotion carries. Thank you.

MR, COCK: The last matter, Madane Chairman,
for the Board's consideration is Sands' Petition for
Additional Tinme to Make Machi nes Avail abl e for Pl ay;
specifically, their request and extension until August
7th, 2009.

This was al so the subject of a hearing earlier
today and is ripe for the Board' s consideration.

CHAl RMAN Di G ACOMO COLINS: May | have a
nmoti on, please?

COW SSI ONER RI VERS:  Yes. Madane Chairman, |
nmove that the Board approve the Petition subnmitted by
Sands Bet hworks, LLC, as described by the Ofice of
Chi ef Counsel .

CHAl RMAN Di G ACOMO COLINS: May | have a
second?

COW SSI ONER SQJKA:  Second.

CHAl RVMAN Di G ACOMO COLINS:  All in favor?

COW SSI ONERS:  Aye.

CHAI RVAN Di G ACOMD COLINS:  Opposed?

Mbtion carri es.

Thank you.

55
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MR, COOK: Next on the agenda are withdrawal s
by Principal Key Enpl oyees and Vendors. The Board has
recei ved ni ne unopposed Petitions to Wthdraw
Applications or Surrender Licenses or Certifications,
whi ch included 12 individuals or entities consisting of
the foll ow ng:

The Key Enpl oyee License surrender of Charles
Court ney.

The Key Enpl oyee Application Wthdrawal s of
Jonat han Nicolais, Jennifer Supiot, and Joseph Tayl or.

The Principal Wthdrawal Application of John C
Mascaro, Sr.

The Principal License Surrenders of Janes
Pi er pont Baker, d adys Bettis, Larry McCrae, and WIIliam
Robi nson, Jr.

The Principal Renewal Application Wthdrawal of
St ephen Morro.

The Vendor Certification Application Wthdrawal
of North American Video, Incorporated.

And the Vendor Registration Application
Wt hdrawal of Robertson Heating Supply Company.

The OCC subnits these 12 withdrawals to the
Board for consideration of a notion to grant the
Petitions wi thout prejudice.

The O fice of Enforcenent Counsel has revi ewed
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the Petitions and has no objections.

COMM SSI ONER ANGELI:  Madanme Chair, | nopve that
the Board issue Orders to approve the w thdrawal s or
surrenders as descri bed by the OCC

COW SSI ONER COY:  Second.

CHAl RMAN Di G ACOMO COLINS:  All in favor?

COW SSI ONERS:  Aye.

CHAI RVAN Di Gl ACOMD COLINS:  Opposed?

Motion carri es.

MR. COCK: The last matter before the Board
fromthe OCCis the Report and Recommendati on received
fromthe Ofice of Hearings and Appeals (CHA) relative
to M chell e Boger, an Applicant for a Non-ganing
Regi stration

The Report and Recommendation along with the
evidentiary record has been provided to the Board in
advance of this neeting.

Additionally, Mss Boger has been notified that
the Board is considering this Report and Recommrendati on
today and that she has a right to be present to address
t he Boar d.

If Mss Boger is present today, she should cone
forward

The underlying facts as described in the Report

and Reconmendation are as foll ows:
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M ss Boger sought work as a food and beverage
counter attendant at the Hol Il ywood Casi no, Penn Nati onal
Race Cour se.

On February 12th, 2008, the OEC i ssued a Notice
of Recommendati on of Denial due to M ss Boger having
pendi ng charges of aggravated assault, sinple assault,
reckl essly endangeri ng anot her person, and endangering
the welfare of a child.

On June 26th, 2008, M ss Boger pled guilty. An
adm nistrative hearing was held before the Board's OHA
on Decenber 16t h 2008.

Subsequently, a Report and Recommendati on
recomrendi ng that M ss Boger be deni ed a Non-gam ng
Enpl oyee Regi stration was issued on Decenber 30th, 2008.

The OCC recommends that the Board consider a
nmot i on adopti ng the Report and Recommendati on of the CHA
and M ss Boger's application.

CHAl RVAN Di G ACOMO COLINS: May | have a
nmoti on, please?

COW SSI ONER COY: Madane Chair, | npve that
the Board issue an Order adopting the Report and
Recommendati on of the OHA to deny the Non-gani ng
Enpl oyee Regi stration of M chelle Boger.

COW SSI ONER G NTY:  Second.

CHAI RVAN Di G ACOMD COLINS:  All in favor?
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COW SSI ONERS:  Aye.
CHAI RMAN Di G ACOMO COLINS:  Opposed?
Motion carri es.

MR, SHERMAN: That concludes the report of the

CHAl RVAN Di Gl ACOMD CCOLINS:  Chi ef Enforcenent
Counsel ?

MR PITRE: First matter for your consideration
today is a Consent Agreenent, which will be presented by
Dustin MIler. | would ask that if M. Thomas |zzo is
present that he woul d cone forward.

MR. M LLER  Madane Chairman, nmenbers of the
Board, at this time, the CEC has a Consent Agreenent
prepared. The Consent Agreenment is between the OEC and
Thomas | zzo.

M. lzzo is enployed as a Security Guard at
Harrah's Chester Downs and Casino. He applied for a
renewal of his Gam ng Enpl oyee Permt on March 6th,

2008.

Duri ng the background investigation of
M. lzzo, the Bureau of I|nvestigations and Enforcenent
(BIE) becane aware fromthe Pennsyl vania Departnment of
Revenue that M. |lzzo was not conpliant with his tax
responsibilities as required by Title 58, Pennsyl vani a

Code, Section 435(a)(1)(l).
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On May 28th, 2008, a Notice of Reconmendati on

of Denial was sent to M. |lzzo by the CEC due

nonconpl i ance with the Departnment of Revenue.

Subsequent |y,

the OEC received notifi

to his

cation

fromthe Departnment of Revenue that a m stake had been

made and that M.

However ,

hearing on the matter,

since M.

| zzo had been tax conpliant.

his Renewal Application was

forwarded to the Board for denial.

In fact,

his application was denied by the

Board on August 29th, 2008. M. |zzo appeal ed the

60

lzzo had failed to request a

Board's decision due to the error regarding his taxes to

the Conmonwealth Court and the OCC entered into a joint
stipulation with M.

reeval uate M.

Permt.

When the OEC reeval uated M. 1zzo's

appl i cation,

lzzo to remand the Order to OHA to

lzzo's application for this Gami ng

it found no objectionable material in

M. lzzo's background investigation.

The CEC entered into this agreenent with

M. lzzo to waive his right to a hearing at the OHA and;

i n exchange,

rescind its Order of August 29th, 2008 denying

M. 1zzo's Renewal

reconmend M.

the OEC woul d reconmend t hat the Board

|l zzo for

Gaming Pernmit Application,

licensure at this tine.

and al so
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its Consent Agreenent with M. |zzo.

CHAI RVAN Di G ACOMO COLINS: May | have a
noti on, please?

COW SSI ONER COY:  Madanme Chair, | nove that
the Board approve the Consent Agreenent between the BIE
and Thomas |zzo as described by the CEC

CHAl RVAN Di G ACOMO COLINS: May | have a
second?

COW SSI ONER G NTY:  Second.

CHAI RVAN Di G ACOMO COLINS: Al in favor?

COMW SSI ONERS:  Aye.

CHAI RVAN Di G ACOMD COLINS:  Opposed?

Motion carri es.

MR. PITRE: Next, we have three revocations or
suspensi ons for the Board's consideration.

CHAI RVAN Di G ACOMD COLINS:  Okay. Thank you.

M5. HHGA NS: Madane Chairman, nenbers of the
Board, Katie Hi ggins for the OEC

The first matter is that of David M chael
Gonzal ez. On Decenber 4th, 2008, the CEC filed an
Enf orcement Action Conpl ai nt seeking the revocation of
t he Non-gam ng Regi stration of M. Gonzal ez.

The Conplaint alleges that M. Gonzal ez, who

was originally hired as a mai ntenance worker at Mhegan

61
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Sun Casino but was termnated for not showing up for his
first day of work, was charged March 27th, 2008 in
Luzerne County with one count each of sinple assault,
reckl essly endangeri ng anot her person, terroristic
threats, disorderly conduct, DU, and public
drunkenness.

According to the Police Crimnal Conplaint, the
charges stemmed from an inci dent where M. Gonzal ez
fired shots into a parking lot full of people.

The Conpl aint was sent via certified and
regular U.S. Ml on Decenber 4th, 2008. The Conpl ai nt
was sent to the address provided by M. Gonzalez on his
ori ginal application, and because he has failed to
respond to the Conplaint within 20 days, all facts
al |l eged are deened adnmitted.

At this tine, we would ask that David M chael
Gonzal ez' s Non-gam ng Regi strati on be revoked.

CHAl RVAN Di Gl ACOMD COLINS:  Was this a casino
parking | ot?

M5. HGANS: No, it was not.

CHAI RVAN Di G ACOMD COLINS:  Ckay. Thank you.

May | have a notion?

COWMM SSI ONER McCABE: Madanme Chair, | nove that
the Board issue an Order to approve the Revocation of

t he Non-gam ng Enpl oyee Regi stration of David Gonzal ez
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as descri bed by the CEC

COW SSI ONER RI VERS:  Second.

CHAI RMAN Di G ACOMO COLINS: Al in favor?

COW SSI ONERS:  Aye.

CHAI RVAN Di Gl ACOMD COLINS:  Opposed?

Motion carri es.

MR MLLER The next matter is the revocation
of Non-gam ng Enpl oyee Regi stration of Nichol as
Gorewi ch. M. Gorew ch had been enpl oyed as a val et
par ker at Phil adel phia Park Casino and registered as a
Non- gani ng Enpl oyee.

On March 4th, 2008, M. Gorewich in his job
duties renoved a tenperature gauge froma patron's
vehicle during the course of his enploynent.

The patron noticed the m ssing gauge and
reported the incident to the facility. Upon being
questioned, M. CGorewich admtted to renoving the
t enper at ure gauge

M. CGorewich was term nated on March 5th, 2008.
M. CGorewich never reported this incident to the Gam ng
Control Board staff.

On Decenber 9th, 2008, the CEC filed an
Enf orcenent Conplaint to revoke M. Gorew ch's
Non- gami ng Regi strati on.

The Conplaint was filed -- was served by both
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First Class Mail and Certified Mail. A return receipt
was received by the CEC on Decenber 15th, 2008 show ng
that M. Gorew ch had received the Enforcenent

Conpl ai nt ..

He did not respond to the Conplaint; and
therefore, the facts alleged are concl usively
est abl i shed.

Gven M. CGorewich's clear violation of the Act
and the Regul ati ons, the OEC asks the Board to revoke
M. Gorewi ch's Non-gam ng Enpl oyee Regi strati on.

Based upon the undisputed facts of record, it
woul d be appropriate for this Board to entertain a
nmotion to consider and grant the requested relief.

CHAI RVAN Di G ACOMOD COLINS:  Motion, please?

COW SSI ONER RI VERS: Yes. Madane Chair, |
nmove that the Board issue an Order to approve the
revocation of the Non-gam ng Enpl oyee Regi stration of
Ni chol as CGorew ch as described by the CEC

COW SSI ONER SQJKA:  Second.

CHAl RVMAN Di G ACOMO COLINS: Al in favor?

COW SSI ONERS:  Aye.

CHAI RVAN Di Gl ACOMD COLINS:  Opposed?

Mbtion carri es.

M5. HHGA NS: The | ast enforcenment action today

is that of Brenda Krum On Decenber 11th, 2008, the CEC
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filed an Enforcenent Action Conpl aint seeking the
revocation of the Non-gami ng Registration of Brenda
Krum

The Conplaint alleges that on July 9th, 2008
M ss Krum was charged by the Pennsyl vania State Police
with crimnal attenpt, theft by unlawful taking.

The charges stem from an inci dent where
M ss Krum who was enpl oyed as a counter attendant at
Hol | ywood Casino, took a cordless drill valued at $265
that belonged to electricians that were working at the
casi no.

The Conplaint was sent via Certified Mail on
Decenber 11th, 2008 and was received by Mss Krum on
Decenber 16th, 2008.

Mss Krumhas failed to respond to the
Conpl aint within 20 days; and therefore, pursuant to
Board Regul ations, all facts alleged are deened
admi tted.

At this tinme, the OEC would ask that M ss
Krum s Non-gam ng Registration be revoked

CHAl RMAN Di G ACOMO COLINS: May | have a
nmoti on, please?

COWM SSI ONER SQJKA:  Yes. Madane Chairman, |
nmove that the Board i ssue an Order to approve the

revocation of the Non-gam ng Enpl oyee Regi stration of

65
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Brenda Krum as just described by the COEC

COW SSI ONER ANGELI:  Second.

CHAI RMAN Di G ACOMO COLINS: Al in favor?

COW SSI ONERS:  Aye.

CHAI RVAN Di Gl ACOMD COLINS:  Opposed?

Motion carri es.

MR. PITRE: Thank you very rmuch.

CHAl RVAN Di G ACOMO COLINS:  Thank you.

Susan Hensel, please.

MS. HENSEL: Thank you, Chairman Colins and
menbers of the Board. | have three licensing matters
for you this afternoon. First, for your consideration
are Key Enpl oyee Licenses.

Prior to this neeting, the Bureau of Licensing
provi ded you with a proposed Order for three Key
Enpl oyee Li censes.

| ask that the Board consider the O der
granting these |licenses.

COWM SSI ONER McCABE: Madane Chair, | nove that
the Board issue an Order to approve the issuance of
Princi pal and Key Enpl oyee Licenses as described by the
Bureau of Licensing.

COW SSI ONER RI VERS:  Second.

CHAI RVMAN Di G ACOMO COLINS: Al in favor?

COW SSI ONERS: Aye.
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CHAI RVAN Di G ACOMO COLINS:  Opposed?

Motion carri es.

67

M5. HENSEL: Next, we have two Orders regarding

vendors. The first is to certify the followi ng 11
vendors: Commercial Flooring Systens of Pennsyl vani a,
Inc., Diversified Business Forns, Frank J. Zatolla
Construction, Inc., G Winberger Conpany, Gaga

Mar keting, LLC, Golden Triangle Construction Conpany,
Inc., Lane Leward, LLC, Lemanex Corporation, Mscaro
Construction Conpany, Panzina Enterprises, Inc., and
Preventive d eaning, LLC

| ask that the Board approve the vendors for
certification.

CHAl RVAN Di G ACOMO COLINS: May | have a
nmoti on?

COW SSI ONER RI VERS:  Yes. Madane Chair, |
nmove that the Board issue an Order to approve the
applications for vendor certification as described by
t he Bureau of Licensing.

COW SSI ONER SQIKA:  Second.

CHAI RMAN Di G ACOMO COLINS:  All in favor?

COW SSI ONERS:  Aye.

CHAI RVAN Di G ACOVD COLINS:  Opposed?

Motion carri es.

MS. HENSEL: The Bureau of Licensing al so
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provided you with Orders, the approval of which would
result in the follow ng nine vendors bei ng added to the
Prohi bited Vendors List: Aducat Qutdoor Adverti sing,
Advant age Steel and Construction, LLC, Bassue
Technology, Inc., Initial El ectronics, Inc., Calwell
Cor porati on, Parker Consulting, Profast Commerci al
Fl ooring, Inc., SID Tool Conpany, Inc., and Speciality
Fl ooring Systens, Inc.

These vendors have done business with a Sl ot
Machi ne Operator, Licensee, or Applicant but have failed
to conplete their applications. Once on the Prohibited
Vendor List, no Slot Machine Licensee or Applicant may
do business with the vendors.

| ask that the Board consider the O der adding
t he named vendors to the Prohibited Vendor List.

CHAI RMAN Di G ACOMO COLINS:  May | have notion?

COW SSI ONER SQJKA:  Yes. Madanme Chair, | nove
that the Board issue an Order to approve the addition of
vendors to the Prohibited Vendor List as described by
t he Bureau of Licensing.

COW SSI ONER ANGELI:  Second.

CHAI RMAN Di G ACOMO COLINS:  All in favor?

COMM SSI ONERS:  Aye.

CHAI RVAN Di G ACOMD COLINS:  Opposed?

Motion carri es.
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MS. HENSEL: That concl udes the Bureau of
Li censing' s presentation.

CHAI RVAN Di G ACOMO COLINS:  Thank you.

Thank you very much. That concl udes our
busi ness.

Qur next neeting with be Friday, February 20th,
10: 00 a.m, North Ofice Building, Hearing Room 1.

Motion to adjourn, please?

COW SSI ONER COY:  So noved.

CHAl RMAN Di G ACOMO COLINS:  Second.

Al in favor?

COW SSI ONERS:  Aye.

CHAI RVAN Di G ACOMO COLINS: Motion carries.

Thank you.

COW SSI ONER RIVERS:  You're just not going to
acknow edge the Steel ers?

Ch, please. |'Il turn it over to Comm ssioner
Ri vers.

COW SSI ONER RIVERS:  That's okay. | want to
hear the words cone out of your nouth.

COW SSI ONER McCABE: Go Steel ers.

CHAI RVAN Di G ACOMO COLINS: | acknow edge the
Steelers great victory for Pennsyl vani a.

(The neeting concluded at 2:50 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 me on the within proceedings and that this is a

correct transcript of the sane.

Hllary M Hazlett, Reporter
Notary Public






