RULES AND REGULATI ONS
TI TLE 58. RECREATI ON
PENNSYLVANI A GAM NG CONTROL BQARD
[58 PA. CODE CHS 401, 435, 437 and 441]

Response to Public Comment

GENERAL COVMENTS

Comrent :

Qur conpany manufactures the tickets that are used in
sl ot machines for redenption. Qur comment is that there is
no specific wording in either the Supplier License or
Vendor Regul ations regardi ng our product. Qur concern is
that as a small, Pennsyl vani a-based WBE manuf acturer we
coul d sonehow be excl uded from conducti ng casi no busi ness
in our state. Therefore, we have the foll owi ng questions:
WIl we be required to be either a |icensed supplier or
registered vendor? O wll we be free to conduct business
in our state with the casinos in terns of our ticket
pr oduct ?

Response:

The Board anticipates that once the supplier
regul ations are adopted, the installation and repl acenent
of voucher paper and the clearing of paper jans will be

construed as routine maintenance to be perfornmed by the



sl ot machine licensee. Based only on the linmted

i nformation provided by this public coment, the Board
believes that this conpany woul d be a vendor.

Comment :

The nature and extent of the regulatory requirenents
for vendors appears to be so burdensone that it may well
act as a disincentive for firns who want to provide
products and services to potential slot applicants. The
current regul ati ons woul d appear to i npose a registration
obligation upon the slot |license applicant to file a

regi stration application for each and every one of the slot

parlor vendors prior to the slot operation “conducting

busi ness” with the vendor. The registration form as
contenplated in the regulation, is not insubstantial,
requiring a host of data about the vendor. (Section 437.4)
For those vendors who will do $150, 000 or nore of annual
busi ness (or who will do $500,000 or nore of business with
all slot machine applicants/licensees in a 12 nonth peri od)
(Section 401.4), an even nore extensive |icense application
is required, and according to the current draft, the Board
must issue the license before a slot |icense may conduct
business with the vendor. It also requires a “description”

of the contract terns. For many busi nesses, conpiling and



suppl ying such information nmay be difficult and tine
consumng — or a formal list may not exist at all.

In order to reduce the adm nistrative burden on sl ot
applicants/licensees and their vendors, we respectfully
propose the follow ng nodifications to the proposed rul es:

1. Create a mininmumthreshold floor before a vendor
isrequired to file a registration. Since the ultimte
pur pose of the vendor rules is to pernmt the Board to
assure that crimnal influences do not infiltrate
Pennsyl vani a gam ng operations, it is logical to exclude
fromthe vendor registration process any vendor that only
engages in a small anmount of business with the sl ot
applicant/licensee — where the contact with the gam ng
operation will not be substantial. W suggest a threshold
| evel of $25,000 annually for any one vendor providing
goods or services to any one slot applicant/licensee.

2. Revise the information required for a vendor
registration to that which is necessary to pernmt the
Board’ s Bureau of Investigation and Enforcenment to conduct
further investigation when warranted. A revised
requi renent shoul d include general data about the business
(i.e. name and address, tel ephone nunber, official trade
name, nature of the business to be provided to the

i censee, form of business, Federal |D nunber), whether the



vendor is mnority or women owned, and date of agreenent
with licensee. The registrant would also be required to
consent to permitting additional investigations or submt
addi tional information when deened warranted by the Board.
All the remaining information that the Board now proposes
to be included in the registration should be nade avail abl e
upon request of the BIE

3. Increase the threshold | evel of business required
before the nore extensive information required by a |icense
application is necessary to $300, 000 annually for any one
slot |licensee and $750,000 for all slot |icensees,
annual | y.

The scope of the Board s registration/license
requirenents will inpose a difficult, expensive and tine
consuni ng burden upon each slot |icensee who will be
required to obtain conpleted registration/license forns
fromvendors, or conpile the information thenselves. After
the application is filed, there undoubtedly will be sone
interaction with the Board' s investigative staff which,
again, wll cause the slot applicant/licensee to incur
costs and expend tinme and energy coordinating and
supervi sing the process.

Wil e the burden on slot applicants/licensees will be

great, the burden on the vendors thenselves will be even



greater. (See Section 437.4) For small businesses, or for
those with little experience with regulatory conpliance,
the conpilation process will |likely be especially
difficult. Gven the nature and type of information
proposed to be required even for a registration, it would
appear likely that many busi nesses, and particularly snal
busi nesses, could decide to forgo providing products and
services to slot licensees. This nay well have a negative
effect on the ability of slot applicants/licensees to
attract mnority and wonmen- owned busi nesses, who generally
will tend to be smaller and with | ess resources avail abl e
for record mai ntenance, regul atory conpliance and | egal
representation. (Significantly, nost mnority and wonen
owned busi ness are small businesses. See, for exanple, US
Smal | Busi ness Administration, Ofice of Advocacy,
Mnorities in Business, 2001, Pg. 15 (Nov. 2001),

wwwv. sba. gov/ advo/ stat s/ m n01. pdf (“Measured by receipts

si ze, Black owned businesses in particular were nmuch nore
likely to be small: Black owned firns constituted nore
than 30 percent of the mnority-owned firns earning | ess
t han $25,000 in receipts, but just 10 percent of those
ear ni ng $500, 000 or nore”); US Small Business

Adm nistration, Ofice of Advocacy, Wnen in Business,

2001, Pg. 15 (Cct. 2001), www. sba. gov/advo/stats/w bO1l. pdf




(“As neasured by receipts, wonen owned busi nesses were al so
nostly very small ventures. About 1.6 mllion wonen owned

busi nesses — 30% of the wonen owned busi nesses had | ess

t han $5,000 in revenues and contributed | ess than 1 percent
of total wonmen owned busi ness receipts.)

As the Board is well aware, encouraging mnority
participation in the vendors providing goods or services is
a primary goal of the Act. See, 4 Pa. C.S. § 1212(a). The
Board has chanpi oned this cause, but overly burdensone
vendor registration requirements threaten to undermine its
efforts.

Mor eover, the extensive nature of the information
required in the registration application appears to be
broader than necessary to acconplish the legitimte goal of
the Board to supervise the business dealings of slot
i censees and have readily avail abl e basic infornmation that
woul d permt further investigation when deened to be
necessary. The proposed registration form now requires
such data as the names and addresses of all subsidiaries
and any person or entity owning nore than 5% of the vendor
or its business, the nanes and addresses of all individuals
who will deal directly with the Iicensee, all officers,
partners or directors who are significantly involved in the

conduct of the business, and each owner of nobre than 5% of



t he busi ness (and the percentage ownership of the
busi ness) .
Response:

1. Wiile the Board agrees with the concept of
requiring a mninmumthreshold for registration of vendors,
t he Board disagrees with the thresholds offered by the
commentator. The Board has anended section 437.2 of our
regul ations to create a threshold of $2,500 for vendor
registration. W are perform ng an ongoi ng investigation
of a statistical nature to determ ne the reasonabl eness of
the threshold in ternms of the Board s duty to ensure the
integrity of gam ng.

2. The Board notes that all of the recomendati ons
set forth are currently in the vendor regul ations. The
Board agrees to the extent that we have renoved references
to subsidiaries and affiliates fromthe vendor registration
formbut the Board reserves the right to require additional
information as it deens necessary.

3. The Board agrees with the concept of raising the
threshol d | evel of business required for vendor |icensing,
t he Board has anended the definition of “regular or
continuing basis” in section 401.4 to create threshold
[imts of $200,000 and $500, 000. The Board is review ng

statistical data and best practices to ensure that these



thresholds are in line with other jurisdictions. The Board
acknow edges t he bal ance between overseei ng gam ng and

mai ntai ning the integrity of gam ng and encouragi ng the
growt h of business and diversity in ganmng enterprises in
Pennsyl vani a.

Comment :

We understand and appreciate the Board s desire to
obtain sufficient information about the vendors that wll
supply products and services to slot nmachine applicants and
| icensees, but the regulatory schene that is adopted nust
be cogni zant of the effect that extensive regulatory
burdens will have on both the slot applicant/licensee as
well as its hundreds of vendors of products and servi ces,
many of which are small businesses with little or no
experience conplying with conplicated regulatory reporting
requi renents. Sone background on our existing affiliated
operations and potential casino plans will serve to
illustrate the problem

As expl ai ned above, we are an existing, full service
| uxury resort enploying over 1,000 people during several
nmont hs of the year and expending tens of mllions of
dollars in products and services for the various resort
facilities. W currently utilize over 2,500 different

vendors to provide products and services to the resort, its



sports and recreation facilities, restaurants, etc. Al of

t hose vendors are currently providing products or services

to us or are under contract to do so upon request. VWile
sonme of these contractual relationships are substantial,
the overwhelmng majority have a relatively | ow annua

dol | ar val ue:

Total Vendors Over 2500
Spend>$150K 63 (2.5%
Spend>$200K 52
Spend>$250K 42
Spend>$300K 36
Spend>$350K 33
Spend>$400K 31
Spend>$450K 28
Spend>$500K 26 (19

W estimate that of the over 2,500 existing resort vendors
some 70-80% are smal |l businesses.
Response:

The Board acknowl edges the need to bal ance its charge
that it nust ensure the integrity of gamng with its
mandat e to encourage busi ness devel opnment and diversity in
Pennsylvania in the area of business enterprise. To
achi eve this balance, the Board has raised the threshold

limts of vendor certification and registration in order to



nmake the registration process |ess burdensonme on snall
busi nesses, but believes the need to investigate non-gam ng
vendors is essential to ensure the integrity of gam ng.
Comment :

From our perspective, the nost inportant clarification
required to make the vendor registration/licensing
regul ations mnimally workable for slot machine |icensees,
and especially for Category 3 licensees, is to establish
that the vendor registration/licensing requirenent applies
only to vendors who provide “products or services” to the
sl ot operation itself, and not to any ancillary or
associ at ed busi nesses. W understand that the Board staff
has confirmed this interpretation for Category 1
applicants; it should provide the sane clarification for
Category 3 applicants. This clarification is mnimally
necessary and appropriate and fully consistent with the
legitimate goals of the Board. Cearly, the Board has a
legitimate interest in seeking to assure that slot nachine
licensees will not be influenced by organi zed crinme or
other crimnal influences. But that goal can and shoul d be
achi eved by keeping track of the vendors that serve the
slot nmachine facility and not any ancillary or affiliated
operations. On the other hand, if we were required at the

time that we filed a Category 3 slot |icense application,

10



to file registrations or |license applications for over 2500
different vendors it would create an al nost insurnountable
barrier to our ability to successfully conplete its

| icensee application. Accordingly, the Board should nodify
the definition of “vendor” to clarify that the

regi stration/license application applies only to vendors
provi di ng products or services directly to the applicant or
licensee’s slot parlor operation.

Comment :

Non- gam ng vendors of goods and services should be
exenpt fromthe |icense requirenments and reasonabl e
regi stration procedures shoul d be adopt ed.

Response:

The Board di sagrees with these comments and has st ated
that it will evaluate and investigate gam ng and nongam ng
vendors. The Board needs this information in order to
audit conpliance with the diversity requirenents set forth

81212 of the act and Chapter 481 of the regul ations.

CHAPTER 437. VENDOR REGQ STRATI ON AND [ LI CENSI NG

CERTFI CATI ON

8 437.2 Vendor registration form

Coment :

11



While many jurisdictions do not require the licensing
of non-gam ng vendors, Pennsylvania s regul ations seek to
require licensure. W request that the Board consider
removi ng the requirenent that non-gam ng vendors nust be
| i censed.

Alternatively, should the Board retain the licensure
of non-gam ng vendors, we respectfully submt that the
proposed net hod by which the slot |icensee bears
responsibility for the filing and content of a Vendor
Li cense Application should be nodified. Simlar to NJ, the
slot licensee nust provide a conpl eted Vendor Registration
Form (VRF) to the Board before doing business. (Sec.
437.1) The proposed Pennsyl vani a requirenents for the
content of the VRF are essentially the sane as New Jersey’s
in their scope. (Sec. 437.2) The primary difference
bet ween the regul atory schenes is the highly burdensone
requirenent that the slot licensee is responsible for the
filing of the Non-gam ng Vendors License Application with
t he Board.

Response:

The Board di sagrees with these recomendati ons as

di scussed in previous response. The Board believes that it

is in the best interest of the slot nachine |icensee to
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have the ability to require conpliance with the regul ati ons

in order to carry out the intent of Act 71.

8 437.3 Vendor [license] certification requirenents.

Comment :

It is respectfully submtted that due to the sensitive
and confidential nature of the information contained in the
entity and the Key Enpl oyee Qualifier and Key Enpl oyee
Applications, i.e., tax returns, corporate/personal
financial information, etc., Section 437.3, Vendor License
requi renents, Subsection (d), should be revised to read
that a vendor which is required to obtain a vendor |icense
is authorized to submt Vendor License Application
Di scl osure Fornms and Multi Jurisdictional Personal History
Di scl osure forms and Pennsyl vani a Suppl enents for each key
enpl oyee qualifier and key enpl oyee directly to the Board’'s
Li censing Division. The proposed regul ation states that a
Sl ot Machi ne Licensee or applicant nmust submt the vendor
I icense applications.

Response:

The Board disagrees with this reconmendati on. As way

of further response, the Board notes that there is nothing

in the regulations that prohibits a vendor from providing a

13



sl ot nmachine licensee with a seal ed packet of infornmation
to be provided with the vendor application.
Comment :

Under the proposed regul ations, the slot licensee is
responsi bl e for the Vendor Licensing Application for each
of its vendors, once they reach the nonetary threshol ds
(Sec. 437.3(d)). Essentially, the proposed regulation is
pl aci ng the burden on the slot |icensee to engage in
substantial due diligence, and be the entity responsible to
require the vendors to get their background information
conpleted, in order to do business. This creates an
enor mous burden on the |icensee by way of costs and
adm nistrative efforts. Such a burden is not reasonabl e,
as the slot |licensee does not have the resources to obtain
cooperation, and further, cannot engage in the kinds of
crimnal and financial background checks that the Board and
ot her public | aw enforcenent entities can. Such a process
al so tends to chill conpetition, as |icensees will only
want to deal with conpanies that are already |licensed, to
avoi d the hassle.

We respectfully propose that the slot |icensees not be
responsi ble for this burden. Instead, as in NJ, a vendor
nmeeting the nonetary threshol ds shoul d be i ndependently

obligated to provide the necessary information and file the

14



forms directly with the Board for registration or
i censure.
Response:

Wil e the Board anticipates that the slot machine
licensee will performa reasonable anount of due diligence
on the vendor applicants, the Board disagrees with the
assertion that conpliance with these requirenments woul d
require a slot machine licensee to performthe sane
crimnal and financial background checks that a | aw
enf orcenment agency woul d conduct. As way of further
response, the Board believes that it is in the best
interest of the slot machine |icensee to have the ability
to control the vendor’s conpliance with the regulations in
order to keep its operator’s license in good standing.
Comrent :

In eight of the el even casino states, vendors of non-
gam ng products and services are not required to be
licensed (Colorado, Illinois, Indiana, |owa, M ssissippi,
M ssouri, Nevada and South Dakota). In sharp contrast,
notw thstanding the long list of exenptions in 437.9, under
t he proposed regul ati ons, the Joint Commenters submt that
the great npjority of mnority and wonen owned vendors wil |
be required to receive a vendor’s license. For exanple,

under the current provisions of 437.3, a mnority owned

15



busi ness that contracted to provide bottled water to a

I icensed gam ng establishnment would be required to receive
a license if they receive a one year contract worth nore

t han $150,000. Sinmlarly, a food vendor with a one year
contact worth nore than $150, 000 woul d be required to be
licensed by the Board. The Joint Commenters submt that

t he proposed | anguage of Section 437.3 will have the effect
of discouraging — not encouraging — mnority vendor
participation in PA's gam ng industry.

In order to correct this problem the Joint Comenters
recomrend that the Board amend section 437.3 to limt its
application to suppliers and vendors of gam ng rel ated
products and services. Alternatively, the Joint Comenters
recomrend that the Board increase the threshold revenue
requi renent in section 401.1 definition of “regular course
of business” as follows: from $150,000 with a single
licensee over a 12 nonth period to $500,000 with a single
i censee over a 12 nonth period; From $500, 000 with
nultiple |icensees over a 12 nonth period to $1, 000, 000
with multiple licensees over a 12 nonth period. It is
important to note that under Sections 437.1 and 437.2 of
t he proposed regulations all licensee nmust currently file a
registration formwith the Board in order to do business

with a vendor. Moreover, the Joint Commenters acknow edge

16



that this registration requirenent enables the Board to
identify the precise individuals and entities doing
business with |icensees. The registration requirenents of
section 437.1 and 437.2, in effect, permt the Board to
stri ke a bal ance between the inportant objectives of
keeping the industry free and clear fromthe influence of
organi zed crinme and the pronotion and inclusion of diverse
busi nesses as vendors and participants in the PA gam ng

i ndustry.

Response:

Under Act 71, providers of gam ng-related products and
services, including slot nachines and associ at ed equi pnent
are subject to licensure as suppliers. The vendor
regul ations are distinguishable fromthe suppliers as these
regul ati ons contenplate the certification and regul ati on of
entities providing non-gam ng rel ated equi pnent. The Board
reiterates its response that although the Board agrees with
the concept of raising the threshold limts and has anmended
the regulations in order to encourage diversity and the
i nvol venent of small business, the Board disagrees with the
l[imts provided by the comentator and the Board wil|l

regul ate non-gam ng vendors.

8§ 437.4 Vendor [license] certification application.
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Comrent :

Section 437.4 (13) should be revised to delete the
requi rement that Vendor Disclosure Information fornms nust
be filed for each affiliate, internmediary and subsidiary of
the applicant. It is respectfully submtted that such a
broad definition will create an adm ni strative burden on
the Board and the vendor |icense applicants while serving
little regulatory purpose. Many affiliate, internediary
and subsidi ary conpani es of vendor applicants wll have
nothing to do with gaming in PA. For exanple, our conpany
has a wholly owned subsidiary in Nevada that serves as its
sal es and service conpany for Nevada and California
casinos. Qur conpany al so has a Canadi an subsi di ary that
functions as its slot machine service operation for casinos
in Ontario and British Colunmbia. Neither of these entities
wi || have any involvenment in gamng in Pennsylvania. It is
respectfully recommended that a vendor |icense applicant
shoul d i nclude a description of any affiliates,
internedi aries or subsidiaries in the Vendor’s applications
to the Board. After the Board s review of the Vendor
application, if the Board determnes that a license is
required for an affiliate, intermediary or subsidiary, the
Board can require the vendor to submt an application

regardi ng such entity.
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Response:

The Board declines to accept this recomendati on. The
Board will evaluate the corporate structure of applicant
and determne the status of the applicant’s affiliated
entities on a case-by-case basis.

Comment :

Section 437.4 of the proposed regul ati ons provi des
that the vendor |icense application “shall consist of an
application processing fee” and other detailed infornmation.
For nost of the reasons outlined above (i.e. mnority and
woman business primarily provi de non-gam ng good and
servi ces and under representation of mnority and woman
busi nesses in the PA gami ng industry), the Joint Conmenters
urge that the vendor application fee be set at a reasonabl e
level. While we note that in the eight casino states in
whi ch non-gam ng vendors are not required to be |icensed,
no fee would apply. However, the Joint Conmenters
encourage this Board to follow the exanple of New Jersey,
and recomrend that for gam ng and non-gan ng vendor
required to secure a license, the application fee should be
no nore than $2, 000.

Response:
The Board agrees with this concept and intends to set

a reasonabl e fee.
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Comrent :

The Board nmust exam ne the Diversity Plans of
applicants as a key conponent in the determ nation of
whet her to award an applicant a gamng license. Diversity
comm tments nust be denonstrated in work force inclusion
and in procurenent opportunities. These diversity
comm tnments nust be inplenented in all phases of the gam ng
application and diversity plan.

The Mnority Councils urge the Board to follow the
exanpl e of the Indiana Ganmi ng Conm ssion, where a person
i ssued an owner’s |icense nmust establish spending goals
that are at |east:

-10 percent of the dollar value of the |licensee’'s
contracts for the products and services with mnority
busi ness enterprises (MBEs).

- 5 percent of the dollar value of the Iicensee’s
contracts for the products and services with wonen’'s
busi ness enterprises (WBEs). These “spendi ng goal s” are nore
t han reasonabl e in Pennsylvania, where the nmnority
popul ati on (Bl acks, Hi spanics and Asians) represents
approxi mately 16% of Pennsyl vani ans. For these reasons,
di versity plans nust not be viewed as “secondary” criteria

in awarding a gam ng |icense Pennsyl vani a.
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Addi tionally, there nmust be sone consequences for
failure to neet such plans. “Good Faith” efforts are not
enough. The Mnority Councils recognize that even witten
comm trments of inclusion and participation, wthout
consequences for failure, are worthless. W therefore urge
the Board to adopt a quarterly nonitoring systemfor
conpliance with diversity initiatives.

Diversity it is not a soft and enotionally driven
concept. It is a practical one. D versity recognizes that
mnority groups represent significant purchasing and supply
chain groups. In fact, recent statistics suggest that by
the year 2010 over 50% of the US buying public will be non-
Caucasi an.

The Mnority Councils stress the inportance of
aligning diversity prograns with the business objectives of
i ncenses and putting netrics in place to neasure the
program s success. Each dollar spent with a diversity
supplier should represent credit towards those diversity
efforts so that it is easy to nmeasure the ultimate
ef fectiveness of the diversity program

A licensee should also be permtted to use either Tier
1 or Tier 2 diversity vendors to count towards their
diversity spending. A Tier 1 supplier is a direct supplier

to the conpany while a Tier 2 vendor is a subcontractor to
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the Tier 1 supplier. The mnority Councils recognize that
many mnority and wonmen- owned business are Tier 2
suppl i ers.

Response:

The Board intends to conduct thorough conpliance
reviews of all diversity plans and will use its authority
to ensure diversity representation in ownership as well as
in all other categories of |icensing, permtting,

certification and registration.

8 437.7. Perm ssion to conduct business prior to

[licensure] certification.

Comment :

Al t hough the intent of section 437.7 is laudable, it
fails to provide a workable solution to our facility’s
probl em for several reasons. First and forenost, the Board
nmust revi ew and consi der the argunents and facts set forth
in the petition before any relief is granted. This process
will likely take sonme tine and could result in considerable
delay. Under the proposed regulations it appears that the
vendor will not be permtted to be utilized until the
petition is approved and therefore, the slot
applicant/licensee is again forced to wait. This del ay

will inpede the ability of our facility to comence its
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gam ng operations and will seriously disrupt its current
oper ati ons.

A second concern with section 437.7 is the requirenent
t hat “good cause” nust be shown before a petition wll be
granted and the vendor permtted to work. Unfortunately,
“good cause” is not defined in the regul ati ons and provi des
an additional |ayer of uncertainty to the process. W
respectfully suggest two workabl e procedures to pernit a
slot licensee to begin to conduct business with a new
vendor prior to the vendor receiving a vendor |icense.
First, a workable procedure can be established by sinply
nodi fyi ng section 437.7 (relating to perm ssion to conduct
business prior to licensure). Section 437.7 should
explicitly provide that upon the filing of the petition,
the petition will be deenmed approved, nmeking clear that the
slot applicant/licensee wll be permtted to do business
with the vendor unless and until the Board issues an order
denying the petition and/or disqualifying the vendor. To
properly inplenment this suggested nodification, the six
month [imtation set forth in section 437.7(b) should be
om tted.

The second alternative involves the adoption of the
New Jersey regul atory schenme on whi ch Pennsyl vani a

regul atory schenme apparently was nodel ed. Specifically,
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NJAC 19:43-10.4 requires casino licensee to file with the
Casino Control Comm ssion, no later than 20 days foll ow ng
a formal offer and acceptance of an agreenent with an

entity, a conpleted Notice of Intent to Conduct Busi ness

for any enterprise which does not appear on the active
vendor’s record list submtted to the Conm ssion. The
Notice of Intent to Conduct Business as prescribed in

regul ati on NJAC 19:41-5.11(A) requires a Casino to notify
the Comm ssion of the official trade nane of the entity,

its business address, tel ephone nunber, federal enployee ID
nunber and date of the formal offer and acceptance of an
agreenent to conduct business with the Casino.

Additionally, in New Jersey, the Casino is required to
file with the Comm ssion a Vendor Registration Form (VRF)
for any enterprise with which it is conducting certain
types of business, including bus operations or nore
significantly any agreement for goods or services expected
to total $10,000.00 or nore. The VRF is to be filed within
twenty (20) cal endar days fromthe date of a formal offer
and acceptance by the vendor and the Casino. The New
Jersey rules also require licensing for vendors who do
business with a casino on a “regular and continuous basis.”
(The NJ Conmmi ssion’s rules require persons and enterprises

t hat conduct non-gami ng rel ated business with a casino or
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sl ot machine licensee or applicant on a “regul ar or
continuing” basis to either be licensed or be exenpted from
licensure. A person or enterprise may be determ ned to be
conducting regular or continuing business upon Conm ssion
consideration of the enunerated criteria set forth in the
regul ations. These criteria include the nunber and
frequency of transactions conducted the duration of
agreenents, and the nature of the goods and services
provided. Alternatively, the NJ Comm ssion’s rules also
set forth various nonetary threshol ds of business conducted
wi th individual casino licensees or the industry as a whol e
whi ch, when reached by a person or enterprise, create a
rebuttabl e presunption that the person or enterprise is
conducting regular or continuing business for purposes of
the NJ Act and rules.) Wether subject to registration or
a licensing requirenent, the NJ process allows the casino
to enter into a business agreenent, contract or business
transaction with a vendor prior to the vendor filing any
formw th the Comm ssion by way of formal application or
otherwise. As a matter of business practice, all casinos
licensees prior to entering into any transactions require
its prospective vendors to provide the information which

will be required to be set forth on the VRF. That
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information is simlar to the informati on requested by the
draft PA regul ations.

If the PA slot |icensee vendor rules are to be
wor kable, it is inportant that the Board nodify its
requirenents to allow for a simlar ability to conduct
busi ness prior to having to nmake any extensive filings wth
the Board and wi thout having to wait for the Board to
approve a license application or grant a petition. It can
do so by:

1. Adding a section that permts a slot licensee to
file, no later than 20 days after signing an agreenent or
contract (or otherwi se agreeing) with a vendor to provide a
product or service or, if the vendor did business with the
sl ot applicant/licensee prior to the subm ssion of the slot
applicant/license application and the sl ot
applicant/license wants that vendor to continue conducti ng
t hat business, no later than 20 days after the filing of
the slot license application, a “Notice of Intent to
Conduct Busi ness” which lists the name, address, official
trade nane of the entity, its business address, telephone
nunber, federal enployee |ID nunber and date of the fornmal
of fer and acceptance of an agreenent to conduct business

with the slot applicant/licensee.
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2. Wthin ninety (90) days after signing an
agreenent, or, if the vendor did business with the sl ot
applicant/licensee prior to subm ssion of the slot |icense
application and the slot applicant/licensee wants that
vendor to continue conducting that business, within 90 days
after the subm ssion of the slot Iicense application, and
for entities that will do nore than $25, 000 of business
with the slot licensee (and who are not ot herw se
exenpted), file a registration or application for vendor
i cense (depending on the extent of the business activity
that the vendor will provide to the slot
applicant/licensee’s sl ot operation).

3. Making clear that the slot applicant/licensee wll
be permtted to continue to do business with the vendor
unl ess or until Board issues an order disqualifying the
vendor .

Response:

The Board has anended section 437.6, EXisting
agreenents, to allow slot machine |icense applicants to
submt a “Vendor notification fornf on behal f of
unregi stered or non-certified vendors with whomthe sl ot
machi ne |icense applicant has an existing agreenent. The
sl ot machine |icense applicant nust submt this formto the

Board with the slot machine |icense application. Wthin 20
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busi ness days of the subm ssion of the vendor notification
form the slot machine |icense applicant nust submt the
vendor registration formor certification application, a
certification of the slot machine |icense applicant’s
performance of due diligence on the vendor and a copy of
the existing agreenent with the vendor.
Comment :

The Joint Conmenters recogni ze that the proposed
| anguage of 437.7 permts |licensees to conduct business
wi th vendors, for a period of up to 6 nonths, prior to
receiving a license. These provisions seemto acknow edge
the possibility that an event or circunstances nay arise
which requires that a |icensee secure goods or services
i medi ately. For exanple, in the event that a licensed
vendor goes out of business and nust be replaced on an
energency basis, the licensee is permtted to make such
repl acenent and sinul taneously apply to the Board for a
i cense.

While the Joint Cormenters generally agree with the
provi sions of section 437.7, we offer one suggestion for
i mprovenent of this section. |In section 437.7(b), the
Board Iimts the period of perm ssion to do business
without a license to six nonths and may extend the period

for an additional period of six nonths. This provision
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seens to acknow edge both the exigency of circunstances
which a |icensee nmay face and the possibility that a del ay
in the issuance of a license by the Board nmay occur.
Accordingly, the Joint Commenters recommend that these
provi sions be nodified to permt, upon the tinely filing of
an application for vendor license, that a vendor may work
indefinitely until such time as their application is
approved or rejected by the Board. In other words,
perm ssion to conduct business prior to |icense should be
deened granted unl ess ot herw se denied by the Board.
Response:

The Board declines to accept this recommendati on.

This provision is not self-executing.

8 437.9. Exenption fromvendor registration or

certification [licensing] requirenents.

Comment :

The Joint Commenters note that a central feature of
the long list of exenptions in 437.9 is that they are
generally all vendors who are engaged in “non-gam ng”
activity. Moreover, unlike nost mnority and wonen
busi ness owners in PA, the current |ist of exenpt entities
represents professions and organi zations with significant

i nfluence in PA Consequently, the Joint Commenters offer
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t hese conments on behal f of those mnority and wonen
busi ness owners who have not previously been represented in
this process. This primary nessage of this coment is
sinple, treat non-gamng mnority and wonen owned vendor
conpani es the sane way as the other exenpted professions
and organi zations are treated.
Response:

The Board declines to accept this recommendati on.
This recomrendation violates the Board’ s goal to achieve
bal ance between diversity and protecting the integrity of

gam ng.

CHAPTER 441. SLOT MACHI NE LI CENSES

8§ 441.17 Master purchasing and di sbursenent report.

Comrent :

The Task Force seeks to comment specifically on
section 441.17 of the draft regulations, which requires
that slot nachine licenses subnmit a nonthly “Master
Pur chasi ng and Di sbursenment Report” enunerating nonpayr ol
transactions by the license/applicant; transactions in
which the license/applicant acted as the vendor of goods
and services; and transactions by an affiliate, subsidiary,
or other agent of the licensee/applicant in which the

| icensee/applicant is a beneficiary.
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Through the gam ng i npl enentati on process, the Board
has consistently recogni zed the need for diversity
t hroughout Pennsyl vania’s gam ng industry. To that end,
its proposed regul ati ons have i nposed requirements upon
participants that will ensure the substantive, |asting
i nvol venent of mnorities and wonen in the industry.
Section 441. 17 presents anot her opportunity to ensure the
nmeani ngful diversity the Board has enphasi zed as a goal .
The Task Force recommends that, in addition to the
identification of payees and the date and anount of
di sbursenents, the report mandated by section 441.17 should
i ndi cat e whet her payees included in the report neet
di versity standards because of their ownership by
mnorities, wonen, or disabled persons, and the payee’s
enterprise certification nunber, if any. Additionally,
i censees/ applicants should be required to total the
amounts di sbursed, with item zation of the anmounts
di sbursed to DBE's and to provide an explanation of the
nat ure of services provided or work perforned by the DBE s
to which funds have been di sbursed. Such requirenents
woul d provide an additional nechani smfor assessing the
breadth of diversity within the gam ng i ndustry, consistent
with the Board' s goals.

Response:

31



The Board agrees and refers to Subpart G, Chapter 481
of the regul ations which requires reporting of diversity by

licensed entities.
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