W e N1 N U ol W =

NNNNBNNHHHD—\HMHHHH
v W e W == Y = T ~ - TS TR = L W & ) BN ~ S 05 B 6 R S s

27
28

LIONEL SAWYER
& COLLINS
ATTORNEYS AT LAW
V100 Bavet oF AMgmca FLAZS
30 Weat Lmeary Sineed
REND.NEVADA BI501
{77%) Tes-008d

NGC #7

BEFORE THE NEVADA GAMING COMMISSION

ooloo
IN THE MATTER OF THE ADOPTION OF RECEIVED/FILED
AMENDMENTS TO NEVADA GAMING
COMMISSION REGULATIONS 5.115, 14.010, AUG 7 2013
14.030 and 14.100 GOVERNING MULTI- NEVADR GRBG Sasson
JURISDICTIONAL PROGRESSIVE PRIZE CARSON CITY, NEVADA
SYSTEMS.

PETITION FOR ADOPTION OF REGULATIONS

The Petitioners, Bally Technologies, Inc. (“Bally”), and IGT (“1GI” and collectively with
Bally the “Companies”), acting by and through legal counsel, Lionel Sawyer & Collins,
respectfully submit to the Nevada Gaming Commission (the “Commission”), this Petition for
the adoption of amendments to Nevada Gaming Commission Regulations 5.115, 14.010, 14.030
and 14.100 pursuant to Sections 463.143, 463.145(1)(d) and 463.150(2)(j) of the Nevada Revised
Statutes (“NRS”). In support of this Petition, the Companies submits the following relevant
information and analysis.

L INTRODUCTION

Each of Bally and IGT intend to deploy a proprietary network system that would
facilitate play for a wide area progressive prize (a “WAP Prize”), among participating slot
machines (the “Devices”),! located at nonrestricted gaming establishments in Nevada and
Devices located at lawfully operated gambling locations in other jurisdictions within the United
States (the “Multi-Jurisdictional Progressive Prize System”). The individual Devices would be
operated wholly within each jurisdiction and win or loss of the game would be determined by
the individual participating Devices and pursuant to the applicable law of the venue of play.
The Devices in all participating jurisdictions would be interconnected to a network of computer
hardware and software the purpose of which is to record and transmit information necessary to

account for the amount of and changes to a WAP Prize, as well as communicate when a WAP

. See NEV. REV, STAT. § 463.0191.




1 Prize has been awarded by a participating Device. The existing associated equipment in-service
2 for the Companies’ respective Nevada intra-state wide area progressive systems also can be
3 used to operate a Muiti-Jurisdictiona! Progressive Prize System.
4 Similar to agreements used in Nevada, the Companies proposes that contractual
5 arrangements would be entered with each of the licensed gaming operators in Nevada, and
6 each of the lawfully operated locations in one or more other jurisdictions, participating in a
7 Multi-Jurisdictional Progressive Prize System (the “Multi-Jurisdictional Contracts”). Through
8 these Multi-Jurisdictional Contracts, Devices owned by the Companies, and that are legally
9 operating at the respective locations in Nevada and other jurisdictions, will participate in
10 contributing to a WAP Prize for which players of the specific Devices at all of the contracting
11 locations would compete and may win. The amount of the WAP Prize would be determined
12 pursuant to the Muiti-Jurisdictional Contracts by a formula based on the combined volume of
13 play among all such participating locations in the respective venues.
14 The purpose of this Petition is three-fold. First, the Companies will establish that the
15 existing provisions of the Nevada Gaming Control Act (the “Act”),* permit the operation of 2
16 Multi-Jurisdictional Progressive Prize System and the use of Multi-Jurisdictional Contracts to
17 administer a WAP Prize among multiple jurisdictions. Second, although new regulations are
18 not absolutely necessary, the Petition will identify the reasons why the Nevada State Gaming
19 Control Board (the “Board”), and the Commission might elect to adopt rule amendments to
20 facilitate deployment of Multi-Jurisdictional Progressive Prize Systems. Third, the Petition will
21 present and summarize the proposed rules.
22 I1. IDENTIFICATION OF THE PETITIONERS
23 The Companies are licensed by the Commission as manufacturers, distributors and slot
24 route operators (a “SRO”). IGT is a wholly-owed subsidiary of International Game Technology,
25 a global gaming company specializing in the design, manufacture, and marketing of electronic
26 gaming equipment and systems products. As a leading supplier of gaming products to the
27
8 2 NEV. REV. STAT. § 463.010 - .790.
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1 world, IGT maintains a wide array of entertainment-inspired gaming product lines and
2 operates in target gaming markets in all legal jurisdictions worldwide. Bally is a diversified,
3 worldwide gaming company that designs, manufactures, distributes, and operates gaming
4 devices and computerized monitoring, accounting and player-tracking systems for gaming
5 devices. In addition to the sale and lease of gaming devices and related equipment, parts and
6 conversion kits, Bally also operates linked progressive systems, video lottery and centrally
7 determined systems.
8 Communications concerning this Petition should be made to and served upon the
9 following representatives of the Petitioners:
10 Dan R. Reaser, Esqg.
Lionel Sawyer & Collins
e 1100 Bank of America Plaza
12 50 West Liberty Street
Reno, Nevada 89501
13 Telephone: 775.788.8619
14 Electronic mail: dreaser@lionelsawyer.com
15 Mark D. Lerner
Senior Vice President, Law and Government,
16 General Counsel/Secretary
17 BALLY TECHNOLOGIES, INC.
6601 South Bermuda Road
18 Las Vegas, Nevada
19 Telephone: 702.584.7874
Electronic mail: mlerner@ballytech.com
20
Neil H. Friedman, Senior Counsel
21 INTERNATIONAL GAME TECHNOLOGY
29 6355 South Buffalo Drive
Las Vegas, Nevada 89113
23 Telephone: 702.669.8605
24 Electronic mail: Neil Friedman@IGT.com
25 H
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111. STATUTORY AUTHORITY FOR THE PROPOSED RULE

A. EVALUATION OF NEVADA LAW

A Multi-Jurisdictional Progressive Prize System is a combination of associated
equipment that allows for an inter-casino linked system consisting of slot machines among
Nevada establishments to participate in arrangements established by a slot route operator with
each of the participating lawfully operated locations in other jurisdictions to create a common
WAP Prize. The Board and Commission can authorize and regulate a Multi-Jurisdictional
Progressive Prize System under existing statutory authority and pursuant to current
administrative regulations. The Act allows a person holding an SRO license to offer this type of
a system. The Nevada Legislature has already granted to the Commission rulemaking power to
approve and provide for Board oversight of systems and the related associated equipment.

(1) An SRO License Allows For Operation Of A Multi-Jurisdictional Progressive Prize
System.-- The Act provides in relevant part:

1.... [I}t is unlawful for any person, either as owner, lessee or employee,
whether for hire or not, either solely or in conjunction with others:

(a) To deal, operate, carry on, conduct, maintain or expose for play in
the State of Nevada any . . . inter-casino linked system . . .,

-+ without having first procured, and thereafter maintaining in effect, all
federal, state, county and municipal gaming licenses as required by
statute, regulation or ordinance or by the governing board of any
unincorporated town.

2. The licensure of an operator of an inter-casino linked system is not
required if . . . . [a]n operator of a slot machine route is operating an inter-
casino linked system consisting of slot machines only.?

The Nevada Legislature enacted this oversight scheme for operators of inter-casino linked
systems (“QILS") licenses in 1995 when Assembly Bill 131 was passed.!
At the time, the Board explained that the purpose of A.B. 131 was to provide a

regulatory environment for table and counter games, in a very similar manner to the existing

3 NEV. REV. STAT. § 463.160(1)(a) & (2)(b) (emphasis added); NEV. GAMING COMM'N REG.
4,030(1)(b)(3).
+ See 1995 NEV. STATS., ch. 305, §§ 2-17, at 756-764.
4
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regulatory environment for linked slot machines. In this regard, the Board stated the proposed
statute was necessary to address technological advances in the industry so that table games,
keno and race and sports books could be offered with progressive features just like those
already in use with slot machines. The Board noted that games linked by these systems were at
licensed establishments and emphasized that the proposal would not violate Nevada's
prohibition on lotteries. The Board further explained that A.B. 131 was “patterned after
operations currently being done by slot [route] operators, such as Megabucks” and the
proposed legislation “creates a new classification of . . . licensee known as an operator of an
inter-link system.”>

The licensing provisions of NRS 463.160 specifically provides that OILS licensing is not
applicable to “an operator of a slot machine route operating a . . . system consisting of slot
machines only.”é The plain language of A.B. 131, and the testimony of the Board advocating its
passage, indicates that OILS licenses were for linked games other than slot machines and that
even without passage of AB. 131, linked progressive systems connecting slot machines were
already permitted under existing provisions of the Act where operated by persons holding a

SRO license.” Accordingly, a licensed slot route operator such as Bally or IGT would be eligible

} See Minutes of Senate Comm. on Judiciary, 68% Sess., Nev. Legis., Hearing on Assembly Bill
131, at 3 (Testimony of W.A. Bible, Chairman State Gaming Control Bd. May 12, 1995); Minutes of
Assembly Comm. on Judiciary, 68" Sess.,, Nev. Legis., Hearing on Assembly Bill 131, at 4 (Testimony of
W.A. Bible, Chairman State Gaming Control Bd. Mar. 21, 1995).

L See NEV. REV. STAT. § 463.160(2)(b). An inter-casino linked system “operator” includes
either a “person or entity holding a license to operate an inter-casino linked system in Nevada” or a
“person or entity holding a license to operate a slot machine route that operates an inter-casino linked
system for slot machines only .. ..” NEv. GAMING COMM'N REG. 5.112(1)(e).

g Nevada courts apply the rules of statutory construction when interpreting both
legislative enactments and administrative regulations. See, e.g., Meridian Gold Company v. State ex rel.
Dep't of Taxation, 107 Nev. 630, 633, 81 P.3d 516 (2003). We adhere to these rules in our analysis likewise.
As the Nevada Supreme Court has frequently observed, laws must be construed holistically, see, e.g.,
McCrackin v. Elko County School Dist., 103 Nev. 655, 658, 747 P.2d 1373 (1987), and the “leading rule” of
interpretation is to ascertain the intent in enacting or adopting a law and that “ascertained intent” will

prevail over the literal sense of the enactment. See Roberts v, State ex rel. Univ. of Nevada Sys,, 104 Nev.

33, 38, 752 P.2d 221 (1988). Among these maxims are that laws must not be read in a manner rendering a
part of the law redundant or meaningless when a substantive meaning can be given and when doubt
exists as to a statute’s meaning resort may be had to testimony and committee action in the legislature.
See, e.g., Board of mm'rs of Clark Cou White, 102 Nev, 587, 590, 729 P.2d 1347 (1986). See
also note 5, supra & note 18, infra, and accompanying text.

5
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to operate a Multi-Jurisdictional Progressive Prize System and enjoy the statutory exemption

from the requirement to have a OILS license.

(2) The Act Provides The Board And Commission Legal Authority To Approve And

Regulate A SRO Licensee’s Multi-Jurisdictional Progressive Prize System Under Existing

Rules.-- The Act vests the Commission with very broad rule-making authority over slot routes
and slot route operators. In 1983, the Nevada Legislature first codified a system for licensing,
regulating and taxing slot route operators. Senate Bill 445, which was modified in 1985, defines
“operator of a slot machine route” as “a person who, under any agreement whereby
consideration is paid or payable for the right to place slot machines, engages in the business of
placing and operating slot machines upon the business premises of others at three or more
locations.”® This legislation also confers on the Commission the authority to “from time to time,
adopt, amend or repeal such regulations, consistent with the policy, objects and purposes of this
chapter as it may deem necessary or desirable in the public interest governing the operation of
slot machine routes, the licensing of their operators and the reports appropriate to such an
operation.”®

This statutory authority has been viewed by the Board and Commission as sufficient to
permit those holding a SRO license to operate linked progressive systems of slot machines
beginning more than a decade preceding passage of A.B. 131. The Nevada Legislature accepted
that agency interpretation of the Act and codified it in the statute.® This same authority is

likewise sufficient to permit operation of a Multi-Jurisdictional Progressive Prize System."

i 1983 NEV. STATS,, ch. 492, §§ 2, at 1332, 1332, as amended by 1985 NEV. STATS. ch. 671, §§1-
2, at 2262, 2262, codified at NEV. REV. STAT. § 463.018 (emphasis added). See also NEV. GAMING COMM'N
REG. 4.030(1)(b)(3). As with other aspects of the Act, S.B. 445 gave statutory legitimacy to actions the
Commission had already taken. When the statute passed, the Commission already had licensed and
regulated slot route operators who were defined in rule as “a nonrestricted license which authorizes the
holder to place slot machines in a licensed location and share in the profits therefrom without being on
the license issued for the location.” NEV. GAMING COMM'N REG. 1.170.

g 1983 NEV. STATS., ch. 492, § 4, at 1332, 1333, codified at NEV. REV. STAT. § 463.1599.

o The Nevada Supreme Court has ruled that an administrative agency’s reasonable
interpretation of its authority under a statute should not be readily disturbed and can become controlling
with legislative acquiescence. See Hughes Properties, Inc. State, 100 Nev. 295, 298, 680 P.2d 970 (1984).

n The Commission has in place an extensive system of regulation on this subject matter.

6
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(3) A Multi-Jurisdictional Progressive Prize System Falls Within The Extensive Rule-

Making And Oversight Powers Of The Board And Commission For Associate Equipment.-- An

inter-casino linked system is “a network of electronically interfaced similar games which are

located at two or more licensed gaming establishments that are linked to conduct gaming
activities, contests or tournaments.”? By administrative rule the Commission has further
described an “inter-casino linked system” as “including the collective hardware, software,
communications technology and other associated equipment used to link and monitor games or
devices located at two or more licensed gaming establishments.”’? Regulation 14.010(15)
indicates, therefore, that the components comprising an inter-casino linked system are simply
associated equipment and not the linked slot machines themselves. This comports with the
statutory definition of “associated equipment” as “[a]jny equipment or mechanical,
electromechanical or electronic contrivance, component or machine used remotely or directly in
connection with . .. any game, . . . that would not otherwise be classified as a gaming device,
including . . . links which connect to progressive slot machines, [and] . . . computerized systems
for monitoring slot machines. . .."1%

The Nevada Legislature has directed the Commission to adopt regulations for “approval

and operation of inter-casino linked systems.”* The electronic interface of such an inter-casino

See NEV. GAMING CoMM'N REG. 1.147, 3.070, 3.100, 4.030, 5.025, 5.110, 5.112, 5.115, 5.180, 5.220, 5A.125,
5A.145, 6.010. 6.105, 6.110, 6.150, 8.130, 14.010, 14.030, 14.045, 14.060, 14.075, 14,080, 14.100, 14.110, 14.130,
14.220, 14.350, 14.360, 14.370, 14.390, 14.395, 14.410, 14.420; Technical Standards 1.140, 1.060, 2.010, 2.040,
3.110, 3.140; Surveillance Standards 1-2. .

e NEV. REV. STAT. § 463.01643 (emphasis added).
n NEv. GAMING COMM'N REG. 14.010(15) (emphasis added).
b The inclusion of the concluding clause “and other associated equipment” is a generic

reference rendering all other items listed in the same provision examples of this generic item and the
reference to this generic item is to the exclusion of others. See, e.g., State ex rel. Dep’t of Motor Veh. &

Pub. Safety v. Brown, 104 Nev. 524, 526, 762 P.2d 882 (1988); Clark County Sports Entertainment, Inc. v.
City of Las Vegas, 96 Nev. 167, 174, 606 P.2d 171 (1980).

15 NEV. REV, STAT. § 463.0136(1) (emphasis added).

% NEvV. REV. STAT. § 463.15993(1}. The Nevada Legislature also has delegated to the
Commission the authority to adopt regulations providing:

(a) Standards for the approval and operation of an inter-casino linked
system.
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linked system is one consisting of associated equipment existing among “licensed gaming
establishments” which are “premises licensed pursuant to the provisions of this chapter
wherein or whereon gaming is done . . .."7 Thus, Nevada law provides for licensing and
regulation of the operation of inter-casino linked systems within the territorial jurisdiction of
the State and among physically licensed locations within Nevada.”®

The Multi-Jurisdictional Progressive Prize System is a collection of hardware, software,
and communications technology used to link and monitor slot machines located at multiple
casinos in Nevada and lawfully operated locations elsewhere. This system, as it relates to
Nevada licensed locations, is an inter-casino linked system of associated equipment as defined
by the Act and is subject to the current regulatory jurisdiction of the Board and Commission.
This regulatory jurisdiction is undiminished to the extent existing associated equipment is
modified or other associated equipment is added to this system to also facilitate participation in
a multi-jurisdictional WAP Prize. To the extent associated equipment has any interface or

interconnection with a Nevada inter-casino linked system connected to slot machines in

(b) Requirements for the:

{1) Operator of an inter-casino linked system to disclose to the Board, the
Commission and licensees on a confidential basis the rate of progression of the
primary jackpot meter; and

(2) Establishment of a minimum rate of progression of the primary
jackpot meter.

(c) Criteria for multiple licensing of inter-casino linked systems and the
operators of inter-casino linked systems.

(d) Procedures and criteria for the regular auditing of the regulatory
compliance of an operator of an inter-casino linked system.

NEV, REV. STAT. § 463.15993(2).

2/ See NEV. REV. STAT. § 463.0169.

16 This reach of the statute is unremarkable because like all other States, Nevada does not
have extraterritorial authority to license and regulate commercial activity beyond it's territorial
boundary. See, e.g., Healy v. Beer Institute, Inc., 491 U.S. 324, 336-337 (1989). Moreover, the Board

explained to the State law-makers, see supra note 5, and accompanying text, inter-casino linked systems
did not violate Nevada’s lottery prohibition because by statute the slot machines or other games must all
be operated at licensed gaming establishments. Here, the Board merely invoked a long-held premise of
Nevada jurisprudence, that the operation of gambling games at authorized business locations consistent
with a state statute is not an unlawful lottery under the Nevada Constitution.® See Ex Parte Pierotti, 43
Nev. 243, 237-252, 184 P. 209 (1919).
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Nevada, the pre-existing authority of the Board and Commission over that system and all the
associated equipment is unquestioned.

Similarly, the fact that a Multi-Jurisdictional Progressive Prize System is subject to the
oversight jurisdiction of the Board and Commission does not mean that the same system may
not also be subject to concurrent regulatory oversight by another jurisdiction. This is no
different a situation than when a licensee manufactures in Nevada a slot machine for
distribution to numerous domestic and foreign venues, in which case the licensed distributor
must comply with the regulatory requirements in each affected jurisdiction.

Furthermore, because a Multi-Jurisdictional Progressive Prize System is associated
equipment,” the rule-making powers of the Commission over inter-casino linked systems
under NRS 463.15993 is further enlarged by its concurrent authority to adopt rules governing
the “manufacture . . . of gambling devices and equipment,”? pursuant to which the Commission
has promulgated Regulation 14.030 and other rules.?! Regulation 14.030 states in pertinent part
that “[a]n operator of an inter-casino linked systern shall not install and operate a new inter-
casino linked system in Nevada and a licensee shall not offer any gaming device or game for
play that is part of such a system unless operation of the inter-casino linked system and all
gaming devices or games that are part of or connected to the inter-casino linked system have
been approved by the commission . . ."? This regulation makes complete Board and
Commission oversight of any Multi-Jurisdictional Progressive Prize System that necessarily
must interconnect to or be part of the inter-casino linked system operating by the slot route

operator among Nevada licensed locations.”

L See supra notes 4 & 5 and accompanying text.

Y NEV. REV. STAT. § 463.150(2)(j) (emphasis added).

L See supra note 11.

n NEv. GAMING COMM'N REG. 14.030 (emphasis added).

= In the event this rule were considered inadequate, the combined rule-making power of

the Commission over slot route operations, inter-casino linked systems and associated equipment easily
supports its jurisdiction to regulate a Multi-Jurisdictional Progressive Prize System which must
interconnect to Nevada slot machines.
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(4) NRS 463.018 Allows A SRO Licensee To Use Multi-[urisdictional Contracts To
Govern A Multi-Jurisdictional Progressive Prize.-~- NRS 463.018 gives statutory sanction for

the use by a SRO license holder of “any agreement whereby consideration is paid or payable for
the right to place slot machines,” as the means by which the SRO License holder “engages in the
business of placing and operating slot machines upon the business premises of others.”
Among Nevada licensees, private agreements are the basis upon which inter-casino linked
system arrangements are currently managed, subject to Commission Regulations that govern in
some limited aspects those arrangements.?

The types of agreements recognized by NRS 463.018 are the most appropriate
mechanism for these arrangements because an inter-governmental compact under existing
Nevada law could not fully achieve the same objectives as the Multi-Jurisdictional Contracts.
Although the State of Nevada has broad authority to enter inter-state government compacts
with other governments,? that statutory scheme allows for such inter-governmental agreements
to perform consolidated governmental services, to permit the joint exercise of powers and
authority of the public agencies of the participating jurisdictions, or to create an administrative
entity to perform concurrent governmental functions.

A Multi-Jurisdictional Progressive Prize System is not (i} a governmental service, like a
state operated lottery; (ii) operated by a State agency -- such as a lottery commission - as a
power or authority of a government body; and (iii) dependent for its accomplishment upon
formation of a multi-jurisdictional regulatory body — for example the Tahoe Regional Planning
Agency -- that would be an inter-state regulatory body. For these reasons, even if such a

compact was entered by Nevada, given 'exisﬁng Nevada law under NRS Chapter 277, the Multi-

u See, e.g., NEV. GAMING COMM'N REG. 5.112 & 5.115. Although we view existing rules as
adequate, see supra note 19, the Commission’s rule-making authority over slot route operators is
sufficiently broad, extending to any aspect of the “operation of slot machine routes,” to support the
promulgation of rules that in the future might be required, subject only to the touchstone that the rules
are “consistent with the policy, objects and purposes of [the Act] as [the Commission] may deem
necessary or desirable in the public interest.” NEV. REV, STAT. § 463.1599.

= NEV. REV. STAT. §§ 277.080 - .170.
% NEV. REV. STAT. §§ 277.103 - .120.

10
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Jurisdictional Contracts would still be necessary to govern the contractual arrangements
between the Companies and each of the participating lawfully operated locations,

B. PERTINENT FEDERAL LAW

1. Summary of Federal Statutory Provisions.
(a) The Federal Wire Act.-- The Federal Wire Act makes it illegal for commercial

gaming operators to offer or take bets from gamblers in the United States over telephone lines
or through other wired devices, unless otherwise authorized by a particular state? The statute
provides in relevant part:

(a) Whoever being engaged in the business of betting or wagering
knowingly uses a wire communication facility for the transmission in
interstate or foreign commerce of bets or wagers or information assisting
in the placing of bets or wagers on any sporting event or contest, or for
the transmission of a wire communication which entitles the recipient to
receive money or credit as a result of bets or wagers, or for information
assisting in the placing of bets or wagers, shall be fined under this title or
imprisoned not more than two years, or both.

(b) Nothing in this section shall be construed to prevent the
transmission in interstate or foreign commerce of information for use in
news reporting of sporting events or contests, or for the fransmission of
information assisting in the placing of bets or wagers on a sporting event
or contest from a State or foreign country where betting on that sporting
event or contest is legal into a State or foreign country in which such
betting is legal

The current position of the United States Department of Justice (“USDO]”), is that interstate
transmissions of wire communications that do not relate to a “sporting” event or contest fall
outside the reach of the Wire Act.®

(b) The Illegal Gambling Business Act.-- This statute prohibits any person from

financing, owning or operating an illegal gambling business.®® An illegal gambling business is

z 18 U.S.C. § 1084{a). The Wire Act, which prohibits the use of interstate telephone lines to
conduct a betting or wagering business, applies to Internet wagering because the primary media of
Internet communications are interstate data lines using telephony.

% See id. § 1084(a) & (b) (emphasis added).
» Op. US. Att'y Gen. (Sept. 20, 2011), 2011 WL 6848433,
kY 18 U.S.C. § 1955.

11
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defined as an operation that violates state law, involves five or more persons, and either is in
substantially continuous operation for more than thirty days or has a gross revenue of more
than $2,000 in any single day. Under this statute, gambling includes pari-mutuel pools,
bookmaking, slot machines, roulette, dice, lotteries or numbers, or selling chances therein.

(b) The Travel Act.-- The Travel Act prohibits any person from using any facility
in interstate or foreign commerce with the intent to promote, manage, establish, carry on or
facilitate unlawful activity. Unlawful activity is defined as “any business enterprise involving

gambling” in violation of state or federal laws.>

(c) The Unlawful Internet Gambling Act.-- This statutory scheme is intended to

prevent electronic funds transfers by financial transaction providers to illegal Internet gambling
businesses and prohibits persons engaged in the business of betting or wagering from accepting
credit, electronic funds transfers, checks or other instruments or other proceeds from a person
participating in unlawful Internet gambling® For the purposes of this statute, “unlawful
Internet gambling” includes placing, receiving or transmitting a bet or wager — including upon
a lottery — using the Internet where the bet or wager is unlawful under state law.®

2. Analysis of Federal Law.

Each of these federal statutes prohibit activities only to the extent such activities are
unlawful in any or each State in which the activities occur, or as to the Travel Act, also a federal
law. The proposed Multi-Jurisdictional Progressive Prize System will only be operated in
jurisdictions where the related gambling activities are lawful. Given the Federal Wire Act,
lllegal Gambling Business Act, and Unlawful Internet Gambling Act are not violated under
such circumstances, thus neither is the Travel Act, Consequently, federal law does not present
any impediment to operating a Multi-Jurisdictional Progressive Prize System. Such a system
will or will not be lawful depending on the gambling laws of the participating jurisdictions and

implemented depending on the gaming laws of these participating venues.

an 18 US.C. § 1952.
n 31 US.C. §§ 5361 - 5366.
» 1d. at § 5362(10)(A).
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IV. STATEMENT OF PROPOSED REGULATIONS

The Petiticners respectfully request that the Commission adopt amendments to Nevada
Gaming Commission Regulations 5.115, 14.010, 14.030 and 14.100 to facilitate the operation of
Multi-Jurisdictional Progressive Prize Systems. The proposed regulation amendments
accompany this Petition as Exhibit A.

A. REASONS FOR ADOPTION OF NEW RULES

As the Companies have established in the legal summary above, new rules are not
strictly necessary to provide authority for and regulation of Multi-Jurisdictional Progressive
Prize Systems. There are, however, three important reasons that justify the adoption of specific
regulations on this subject matter.

First, there should be transparency within the Nevada gaming industry that the
operation of Multi-Jurisdictional Progressive Prize Systems is lawful and the basis upon which
this product can be offered to the public. No single operator should have a “first mover"
advantage based on regulatory knowledge in introducing this product and system. Through
the rule-making process, the entire Nevada gaming industry will be apprised of the new
product and system. With that disclosure, the innovation that competition fosters will be
achieved consistent with the public policy of the state as articulated in NRS 463.0129.

Second, given Multi-Jurisdictional Progressive Prize Systems require acceptance and
coordination with other state and tribal jurisdictions, the adoption of specific authorizing rules
will eliminate any doubt or confusion as to whether and on what basis such systems can and
will be available. The proposed rules will provide the mechanism for other governments to
publicly determine whether Nevada law, technology and logistics will be compatible to
interface with that of another jurisdiction’s comparable system. Because Multi-Jurisdictional
Progressive Prize Systems come within a long-standing regulatory system for associated
equipment and inter-casino linked systems, Nevada can provide leadership on quickly bringing
this product to market.

Third, the proposed rules are in the public interest. Nevada will benefit from the

availability of this product because many of the operators of such systems will be licensees in
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this state and maintain either their principal places of business or significant operating units
within Nevada. These systems will be a major technological enhancement and Nevada should
take steps to preserve the state's preeminence as an innovator. Our state will also benefit
because through the operation of Multi-Jurisdictional Progressive Prize Systems, the
progressive prizes that will be available to the gaming public will increase, providing a further
patron attraction for Nevada. Additionally, the availability of Multi-Jurisdictional Progressive
Prize Systems in Nevada will improve the state's competitive position relative to Native
American gaming markets where this type of product already is available to the gaming public.
B. SYNOPS1S OF PROPOSED REGULATIONS

To provide Nevada regulatory oversight for Multi-Jurisdictional Progressive Prize
Systems, the Companies ask the Commission to make changes to four existing administrative
rules.

1. Amendments to Regulation 14.010. Subsection 15 of Regulation 14.010 should be
revise to include a definition of what is meant by the phrase "Multi-Jurisdictional Progressive
Prize System." Here, the definition makes clear that this type of system is simply a use of
associated equipment that will part of inter-casino linked systems which already is subject to
robust regulatory oversight by the Board and Commission. In this same subsection of
Regulation 14.010, the definition of inter-casino linked system is broadened to encompass any
Multi-Jurisdictional Progressive Prize System.

By including Multi-Jurisdictional Progressive Prize System within the scope of inter-
casino linked systems, any and all existing rules that govern inter-casino linked systems are
made applicable to Multi-Jurisdictional Progressive Prize Systems. This avoids any need to
erect a duplicative and parallel regulatory scheme for these multi-jurisdictional systems which
are a form of associated equipment already fully subject to the jurisdiction of the Board and
Commission over inter-casino linked systems. A related amendment is the rule change revising
the definition of "operator” in Subsection 25 Regulation 14.010 to include those persons holding
the license or license exemption that allows them to operate a Multi-Jurisdictional Progressive

Prize System.
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2. Amendments to Regulation 14.030. Regulation 14.030 should be amended to require
that applications for the approval of Multi-Jurisdictional Progressive Prize Systems will be

processed under the existing inter-casino linked system procedures used by the Board and
Commission. In this regard, the rule proposal includes the requirement that a copy of any
agreement or specifications required by another jurisdiction's regulatory agency be included
with system approval applications. The Companies are informed that some other states that are
studying Multi-Jurisdictional Progressive Prize Systems are considering contractual
arrangements in implementing such systems to operate in conjunction with slot machines in use
or play in their jurisdictions. This rule ensures the Board and Commission will have this
information at the time any action is taken on the Nevada application.

3. Amendments to Regulation 14.100. Related to the preceding proposal, Regulation
14.100 should also be amended. Regulation 14.100 should provide that the Board and
Commission determine that any agreement or specifications required by another jurisdiction’s
regulatory agency relative to a Multi-Jurisdictional Progressive Prize Systems is not contrary to
Nevada law and technical requirements. In this regard, the proposed amendment specifies
seven relevant technical requirements. This rule also needs to include an explicit statement as
to how an approval by the Commission affects the approval of such an agreement or
specifications and provide a method by which that can be confirmed in writing for any other
jurisdiction that may desire such documentation.

4. Amendments to Regulation 5.115. Regulation 5.115 should include language that

eliminates any ambiguity concerning the applicability of the reserve requirements to any prizes
offered through a Multi-Jurisdictional Progressive Prize System. This proposal places these
system prizes on the same footing as any other progressive prize offered to patrons in Nevada.
The proposed amendments here suggested should be made effective immediately on
Commission adoption. There are no implementation measures that would prevent the prompt
applicability of the rule changes. Prompt adoption of these regulation modifications will
facilitate deployment of a significant new product and system for the gaming industry.

Accordingly, the Companies request that the Regulations be adopted on or before September
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26, 2013.
V. CONCLUSION AND REQUEST FOR RELIEF

Accordingly, the Companies request that the Commission commence proceedings to
adopt a amendments to 5.115, 14.010, 14.030 and 14.100 in the form as set forth in Exhibit A.
DATED and respectfully submitted this 7* day of August, 2013.
LIONEL SAWYER & COLLINS

Dan R. Reaser, Esq.
Nevada State Bar No. 1170
1100 Bank of America Plaza
50 West Liberty Street
Reno, Nevada 89501
Telephone: 775.788.8666

Electronic mail: dreaser@lionelsawyer.com

Attorneys for Petitioners.
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PROPOSED AMENDMENTS TO
REGULATIONS 5.115, 14.010, 14.030 and 14.100

PURPOSE: To amend applicable provisions of Regulation 5.015, Regulation 14.010, Regulation 14.030 and
Regulation 14,100 to provide for the regulation and oversight of multi-jurisdictional progressive prize systems; and
providing other matters properly related thereto.

{LS&C Draft Date August 5, 2013)
New

fpelatad)
REGULATION 5
OPERATION OF GAMING ESTABLISHMENTS

5.115 Periodic payments.

1. Except as provided in this regulation, a licensee shall remit the total prizes awarded to a patron as the result of
conducting any game, including a race book or sports pool, tournament, contest, or promotional activity
(hereinafter collectively referred to as “gaming or promotional activity”) conducted in Nevada or arising from the
operation of a multi-jurisdictional progressive prize system upon validation of the prize payout.

2. As used in this section of the regulation:

(a) "Approved funding sources” means cash or U.S. Treasury securities that are used for the funding of a trust
pursuant to Regulation 5.115(3)(b) or the reserve method of funding periodic payments pursuant to Regulation
5.115(3)(c).

{b) "Brokerage firm” means an entity that.

{1) Is both a broker-dealer and an investment adviser;

(2) Has one or more classes of its equity securities listed on the New York Stock Exchange or American Stock
Exchange, or is a wholly-owned subsidiary of such an entity; and

(3) Has assets under management in an amount of $10 billion or more as reported in its most recent report on
Form 10-K or Form 10-Q filed with the United States Securities and Exchange Commission, or is 2 wholly-owned
subsidiary of such an entity.

(c) “Broker-dealer” means any person engaged in the business of effecting transactions in securities for the
account of others or for his own account; and:

{1) Is licensed as a broker-dealer with the Nevada Secretary of State pursuant to NRS 90.310, as amended,; or

{2) Is exempt from licensing pursuant to NRS 90.320, as amended, and is registered as a broker-dealer with the
United States Securities and Exchange Commission and the National Association of Securities Dealers pursuant
to Title 15 USC 780 as amended.

(d) “Chairman” means the chairman of the board or his designee.

{e) “Date of calculation” means the last day for which a discount rate was obtained prior to the conclusion of the
validation period.

{f) “Discount rate” means the current prime rate as published in the Wall Street Journal. For those licensees using
the reserve method of funding pursuant to Regulation 5.115(3)(c), “discount rate” means either: (i) the
aforementioned current prime rate, or (i) a blended rate computed from the various U.S. Treasury securities
selected by the licensee for which quotes are obtained at least three times a month.

(@) "Independent financial institution” means an institution that is not affiliated through common ownership with the
licensee and is either:

(1) A bank or national banking association that is authorized to do business in this state, a banking corporation
formed or regulated under the laws of this state or a wholly-owned subsidiary of such a banking association or
corporation that is formed or regulated under the laws of this state or a national bank with an office in Nevada, or
{2) An insurance company admitted to transact insurance in the State of Nevada with an A.M. Best Insurance
rating of at least "A+" or such other equivalent rating.

(h) “Investment adviser” means any person who, for compensation, engages in the business of advising others as
to the value of securities or as to the advisability of investing in, purchasing or selling securities, or who, for




compensation and as a part of a regular business issues or promulgates analyses or reports concerning
securities and;

(1) Is registered as an investment adviser with the Nevada Secretary of State pursuant to NRS 90.330, as
amended; or

(2) Is registered as an investment adviser with the United States Securities and Exchange Commission pursuant
to Title 15 USC 80b—3a, as amended.

(i) “Periodic payments,” for purposes of this regulation only, means a series of payments that are paid at least
annually for prizes awarded through gaming or promotional activity.

(i) “Present value® means the current value of a future payment or series of payments, discounted using the
discount rate.

{k) "Qualified prize” means the sum of periodic payments, awarded to a patron as a result of any gaming or
promotional activity, payable over a period of at least 10 years.

{l) “Qualified prize option” means an option that entitles a patron to recaive from a licensee a single cash payment
in lieu of receiving a qualified prize, or any remaining portion thereof, which shall be exercised no later than 60
days after validation of the qualified prize.

{m) “Reserve” means a restricted account consisting of approved funding sources used exclusively to salisfy
periodic payments of prizes arising from all gaming or promotional activity conducted in Nevada, fand
includes)including such prizes arising from the operation of a_multl-Jurisdictional progressive prize
system and otherwise any existing funding methods previously approved by the board or commission. The
reserve shall not be less than the sum of the following:

(1) The present value of the aggregate remaining balances owed on all prizes awarded to patrons who are
receiving periodic payments. For balances previously funded using U.S. Treasury securities, the discount rate on
the date of funding shall be used for calculating the present value of the reserve.

(2) An amount sufficient to pay the single cash payments offered in conjunction with qualified prize options for
prizes previously awarded for which elections have not been made by the patrons;

(3) An amount sufficient to fully fund the present value of all prizes currently on public display for which periodic
payments are offered;

(4) If cash is used as the approved funding source, an amount equal to satisfy the current liabilities to all patrons
receiving periodic payments due and payable within 12 months; and

(5) Any additional amounts administratively required by the chairman.

= As used In this paragraph, the term "multl-jurisdictional progressive prize system” shall have the

meaning ascribed by subsection 15 of Requlation 14.010.
(n) “Restricted account’” means an account with an independent financial institution described in Regulation

5.115(2){gX 1), or a brokerage firm, which Is to be exclusively used for the reserve method of funding of gaming or
promotional activity as provided in this regulation.

(o) “Single cash payment” means a single discounted, lump-sum cash payment in the amount of the present
value of the total periodic payments otherwise due and owing for a qualified prize,

less the amount of any partial payment of such qualified prize previously made by the licensee to a patron.

(P} “Trust® means an irrevocable fiduciary relationship in which one person is the holder of the fitie to the property
subject to an equitable obligation to keep or use the property for the benefit of another.

{g) “U.8. Treasury securities” means a negotiable debt cbligation issued and guaranteed by the U.S. goverment.

(r) "Validation period” means the period of fime between when a patron has met the conditions required to receive
a prize, and when the prize payout is validated. The validation period shall not exceed 72 hours, unless otherwise
extended by the chairman.

3. Periodic payments of prizes awarded to a patron as a result of conducting any gaming or promotional activity
may be made if the method of funding the periodic payments provides such payments to a patron through the
establishment of any one of the following funding methods:

{(a) An irrevocable surety bond or an irrevocable letter of credit with an independent financiat institution which will
provide for either the periodic payments or a single cash payment for the remaining periodic payments should the
licensee default on paying the scheduled periodic payments for any reason. The form of the written agreement
establishing an irrevocable surety bond or the irrevocable letter of credit, and a written commitment to execute
such bond or letter from the financial institution, shall be submitted to the chairman for approval no less than 45
days prior to the commencement of the gaming or promotional activity.

{b) An irrevocable trust with an independent financial institution in accordance with a written trust agreement, the
form of which shall be submitted to the chairman for approval at teast 45 days prior to the commencement of any
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new gaming or promotional activity, and which provides periodic payments from an unallocated pool of assets to a
group of patrons and which shall expressly prohibit the patron from encumbering, assigning or otherwise
transferring in any way his right to receive the deferred portion of the prizes except to his estate. The assets of the
trust shall consist of approved funding sources in an amount sufficient to meet the periodic payments as required.

{c) A reserve maintained at all times by a licensee, together with the continuing satisfaction of and compliance
with certain financial ratios and tests, and monitoring and reporting procedures related thereto. The conditions
under which a reserve method may be used shall be prescribed by the chairman in a written notice distributed to
licensees and all interested persons. Licensees shall notify the chairman in writing at least 45 days prior to the
commencement of any new gaming or promotional activity for which periodic payments may be used. Unless
ctherwise informed within such time period in writing by the chairman and assuming a stop order has not been
issued during such period, the use of a reserve method for funding periodic payments shall be deemed approved.

(d) Another method of providing the periodic payments to a patron consistent with the purpose of this regulation
and which is approved by the commission prior fo the commencement of the gaming or promotional activity.
Proposed modifications to a periodic payment plan previously approved by the commission shall be submitted to
the chairman for review at least 45 days prior to the effective date of the change. The chairman, after whatever
investigation or review he deems necessary, may administratively approve the modification or require the licensee
to submit the requested medification te the commission for review and approval.

4. The funding of periodic payment plans shall be completed within 30 days of the conclusion of the validation
period, or where a qualified prize option is offered for such prize payout, within 30 days of the date the patron
makes an election thereunder. Where a single cash payment is elected, the licensee shall pay to the patron in
cash, certified check or wire transfer the full amount less any prior payment(s) within 15 days after receiving the
patron’s written notification of such election.

5. Periodic payments shall not be used for prize payouts of $100,000 or less. Periodic payments for total amounts
won greater than $100,000 shall be paid as follows:

(a) For amounts won greater than $100,000, but less than $200,000, payments shall be at least $10,000 annually;
{b) For amounts won greater than $200,000 or more, payments shall be no less than 1/20th of the total amount
annually;

{c) For amounts won equal to or in excess of $5,000,000, payments shall be made in the manner set forth in (b},
above, or in such manner as approved by the commission upon application by the licensee; and

{d) The first installment payment shall be made upon the conclusion of the validation period, notwithstanding that
a qualified prize option may be offered to the patron. In the event that a qualified prize option is offered to a
patron, it shall not be construed as a requirement that the patron shall receive a single cash payment instead of
periodic payments.

Waivers of subsections (a), (b) and (c) of this section that have been previously granted by the commission shall
remain in full force and effect pursuant to the current terms and provisions of such waivers.

6. The licensee shall provide the chairman with an appropriate, signed legal document, prier to the
commencement of any gaming or promotional activity for which periodic payments are to be offered, that shall
irrevocably and unconditionally remise, release, indemnify and forever discharge the State of Nevada, the
commission, the board, and their members, employees, agents and representatives, including those of the
Attorney General's Office, of and from any and all claims, actions, causes of actions, losses, damages, liabilities,
costs, expenses and suits of any nature whatsoever, in law or equity, including reasonable attorney's fees, arising
from any act or omission of the commission and the board, and their members, employees, agents and
representatives.

7. Fer any gaming or promotional activity for which periodic payments are used, the licensee shall provide a
notice on each gaming device or, if no gaming device is used, then in each gaming or promaotional area
specifically setting forth the terms of the periodic payment plan, and include in all radio, television, other electronic
media, or print advertising that such prizes will be awarded using periodic payments.

8. Notwithstanding any other regulation to the contrary, if a licensee offers a qualified prize option to a patron who
is awarded a qualified prize, the licensee shall provide the option to the patron in writing within five days after the
conclusion of the validation period. Such written option shall explain the method used to compute the single cash
payment, including the discount rate as of the date of calculation, and shall state that the patron is under no
obligation to accept the offer of a single cash payment and may nevertheless elect to receive periodic payments
for the qualified prize.




9. The licensee shall maintain the following amounts, as applicable, related to each gaming or promotional activity
that uses periodic payments in calculating its minimum bankroll requirement for the purpose of complying with
Regulation 6.150;

{a) For periodic payment plans approved in accordance with Regulation 5.115(3)(a), the instaliment payments
due within the next 12-month period for all amounts won or on public display for which the licensee will be making
periodic payments,

{b} For periodic payment plans approved in accordance with Regulation 5.115(3)(b), the first installment payment,
if not yet paid, and the present value of all future payments:

(1) For amounts won or awarded but for which the funding has not been completed, and

(2) For all prizes which have not been won or awarded but are on public display, including a progressive meter.

(c) An altemative amount and/or method required by the chairman to satisfy the mirimum bankroll requirement for
other approved funding plans used for periodic payments.

10. At all times the licensee is responsible for the payment of all prizes resulting from any gaming or promotional
activity upon conclusion of the validation period, regardiess of the method used to fund the periodic payments
allowed under this regulation. In the event of a default by any financial institution with which the licensee has
contracted to guarantee or make periodic payments, the licensee will be liable for the periodic payments owed to
patrons.

11. At least annually, the licensee shall verify that the independent financial institution and brokerage firm being
used to guarantee or remit periodic payments to patrons or to hold approved funding sources refated thereto
continues 1o meet the applicable qualifications required by Regulation 5.115(2). In the event that such entities are
found to no longer meet the defined requirements, the licensee shall immediately notify the chairman of the
change in status and within 30 days provide a written plan to comply with these requirements.

12. At least 60 days prior to the cessation of operations, a licensea responsible for remitting periodic payments to
patrons shall submit a plan to satisfy the liability for approval, The chairman, after whatever investigation or review
he deems necessary, may approve the plan.

13. Copies of the related contracts and agreements executed pursuant to Regulation 5.115(3)(a), (3)(b) and (3){d)
shall be submitted to the board within 30 days after execution. For all methods of funding periodic payments, the
licensee must maintain documents, executed contracts and agreements for a period no less than the duration of
the pericdic payments plus five years thereafter.

14. Where a licensee is found to be in noncompliance with the funding requirements provided in this regulation,
the chairman may require the licensee to immediately cease offering any gaming or promotional activity for which
periodic payrments are used or he may require other corrective action.

15. Any failure of the licensee to maintain full compliance with each and every provision set forth in this regulation,
including the chairman's requirements established pursuant to Reguiation 5.115(3)(c), or any failure of the
licensee to immediately notify the chairmman of any noncompliance thereof, shall constitute an unsuitable method
of operation. Such noncompliance may subject the licensee to disciplinary action.

16. The commission may waive one or more of the requirements of this regulation if it makes a written finding that
such waiver is consistent with the public policy set forth in NRS 463.0129.

(Adopted: 2/81. Amended: 11/18/99; 2/22/01.)




REGULATION 14

MANUFACTURERS, DISTRIBUTORS, OPERATORS OF
INTER-CASINO LINKED SYSTEMS, GAMING
DEVICES, NEW GAMES, INTER-CASINO
LINKED SYSTEMS, ON-LINE SLOT METERING SYSTEMS, CASHLESS
WAGERING SYSTEMS AND ASSOCIATED
EQUIPMENT

14.010 Definitions. As used in this regulation, unless the context otherwise requires:

1. "Assume Responsibility” means to acquire complete contro! over, or ownership of, a gaming device,
cashless wagering system, mobile gaming system or interactive gaming system.

2. “Cashless wagering system” means the collective hardware, software, communications technology, and
other associated equipment used lo facilitate wagering on any game or gaming device including mobile
gaming systems and interactive gaming systems with other than chips, tokens or legal tender of the United
States. The term does not include any race and sports computerized bookmaking system that accepts pari-
mutuel wagers, or any other race and sports book systems that do not accept wagering instruments or
process electronic money transfers.

This type of associated equipment is further defined in NRS 463.014.

3. "Chairman” means the chairman of the state gaming control board or his designee.

4. "Control Program” means any software, source language or executable code which affects the result of
a wager by determining win or loss. The term includes, but is not limited to, software, source language or
executable code associated with the:

(a) Random number generation process;,

{(b) Mapping of random numbers to game elements displayed as part of game outcome;

(c) Evaluation of the randomly selected game elements to determine win or loss;

(d) Payment of winning wagers,

(e) Game recall;

(f) Game accounting including the reporting of meter and log information to on-line slot metering system;

(g) Monetary transactions conducted with associated equipment;

{h) Software verification and authentication functions which are specifically designed and intended for use
in a gaming device;

{i) Monitoring and generation of game tilts or error conditions; and

{j) Game operating systems which are specifically designed and intended for use in a gaming device.

5. “Conversion” means a change in a gaming device from one pre-approved configuration to anocther pre-
approved configuration or from one approved mode of play to another approved mode of play.

6. "Distribution" or "distribute" means:

(a) The sale, offering for sale, lease, offering for lease, licensing or other offer of any gaming device,
cashless wagering system, mobile gaming system or interactive gaming system for use or play in Nevada; or

{b) The sale, offering for sale, lease, offering for lease or other offer of any gaming device, cashiess
wagering system, mobile gaming system or interactive gaming system from a location within Nevada.

7. “Distributor” means a person or entity that distributes any gaming device, cashless wagering system,
mobile gaming system or interactive gaming system.

8. "Distributor of associated equipment” is any person that sells, offers to sell, leases, offers to lease,
licenses, markets, offers, or otherwise offers associated equipment in Nevada for use by licensees.

9. “Equipment associated with interactive gaming" means associated equipment as defined within NRS
463.0136.

10. “Interactive gaming system” is a gaming device and means the collective hardware, software,
communications technology, and proprietary hardware and software specifically designed or modified for,
and intended for use in, the conduct of interactive gaming. The core components of an interactive gaming
system, including servers and databases running the games on the interactive gaming system and storing
game and interactive gaming account information, must be located in the State of Nevada except as
otherwise permitted by the chairman or his designee.

11. “Game outcome” is the final result of the wager.




12. "Game variation" means a change or alteration in a game or gambling game that affects the manner or
mode of play of an approved game. This includes, but is not limited to, the addition or

removal of wagering opportunities or a change in the theoretical hold percentage of the game. The term
game or gambling game is defined in NRS 463.0152.

13. "Independent contractor” means any person who:

{a) Is not an employee of a licensed manufacturer, and

{b) Pursuant to an agreement with a licensed manufacturer:

(1) Designs, develops, programs, produces or composes a control program on behalf of the licensed
manufacturer; or

{2) Designs, develops, produces or composes software, source language or executable code intended to
be compiled into a control program by the licensed manufacturer.

= As used in this regulation "licensed manufacturer” includes any affiliate that is owned or controlled by or
under common control with the licensee.

14. "Independent testing laboratory" means a private laboratory that is registered by the commission to
inspect and certify games, gaming devices, associated equipment, cashless wagering systems, inter-casino
linked systemns, mobile gaming systems or interactive gaming systems, and any components thereof and
modifications thereto, and to perform such other services as the board and commission may request.

15. “Inter-casino linked system” means [an—inter-casinolinked—system—includingla network of

electronically interfaced similar games which are located at two or more licensed gaming
establishments that are linked to conduct gaming activities, contests or tournaments and the

collective hardware, software, communications technology and other associated equipment used in such
system to link and monitor games or devices located at two or more licensed gaming establishments,
including any associated equipment used to operate a multl-jurisdictional sive prize system.
Systems that solely record a patron’s wagering activity among affiliated properties are not inter-casino linked
systems. [Fhis-torm-is-further-defined-in-NRS-463.01643.] As used In this requlation, the term "multi-
jurisdictional _progressive prize system” means the collection of hardware, _software.
communications technology and other associated equipment used to link and monitor_progressive
slot machines emong licensed gaming establishments In this state participating in an inter-casino
linked system and one or more lawfully operated gaming locations in other jurisdictions in the United

States that participate in a similar system.
16. "Inter-casino linked system modification® means a change or alteration to an inter-casino linked system

made by an operator who has been previously approved by the commission to operate that system. With
regard to inter-casino linked systems that link progressive payout schedules, the term includes, but is not
limited to:

() A change in a system name or theme; or

(b) A change in gaming device denomination.

17. "Manufacture” means:

(a) To manufacture, produce, program, design, control the design of, maintain a copyright over or make
modifications to a gaming device, cashless wagering system, mobile gaming system or interactive gaming
system, including proprietary software or hardware;

{b) To direct, control or assume responsibility for the methods and processes used to design, develop,
program, assemble, produce, fabricate, compose and combine the components and other tangible objects of
any gaming device, cashless wagering system, mobile gaming system or interactive gaming system,
including proprietary software or hardware; or

{c) To assemble, or control the assembly of, a gaming device, cashless wagering system, mobile gaming
system or interactive gaming system, including proprietary software or hardware.

18. “Manufacturer” means a person who operates, carries on, conducts or maintains any form of
manufacture.

19. "Manufacturer of associated equipment” is any person that manufactures, assembles, or produces any
associated equipment, including inter-casino linked systems, for use in Nevada by licensees.

20. *Manufacturer of Equipment Associated with Interactive Gaming” means any person that
manufactures, assembles, or produces any equipment associated with interactive gaming.

21. “Mobile gaming system” or “system” means a system that allows for the conduct of games through
mobile communications devices operated solely within a licensed gaming establishment by the use of
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communications technology that allows a patron to bet or wager, and corresponding information related to
the display of the game, gaming outcomes or other similar information.

22, “Mobile gaming system modification” means any change or alteration to a mobile gaming system made
by a manufacturer from its approved configuration.

23. “Modification” means a change or alteration in a gaming device previously approved by the commission
for use or play in Nevada that affects the manner or mode of play of the device. The term includes a change
fo control or graphics programs and, except as provided in paragraphs (d) and (e), in the theoretical hold
percentage. The term does not include:

{a) A conversion;

{b) Replacement of one component with another, pre-approved component;

{c) The rebuilding of a previously approved device with pre-approved components;

{(d) A change in the theoretical hold percentage of a mechanical or electro-mechanical device, provided
that the device as changed meets the standards of Regulation 14.040(1); or

(e) A change in the theoretical hold percentage of an electronic device which is the result of a top award
jackpot or bonus jackpot payment which is paid directly by an attendant and which is not accounted for by
the device.

24. "On-ine slot metering system” means the collective hardware, software and other associated
equipment used to monitor, accumulate, and record meter information from gaming devices within a licensed
establishment.

25. "Operator” means, as the context reguires, any person or entity holding a license to operate;

(a) [a]An inter-casino linked system ar mobile gaming system in Nevadal]:

(b} {a-person-or-entity-holding-a-license-to-eperate-alA slot machine route that operates an inter-casino
linked system for siot machines onlyf-of);

Lc_) a-person-or-entin-he :-3 a-licerse
inter-casino linked system of affiliates; or

(d) An inter-casino linked system under the preceding paragraphs (a) or (b} of this section which

system also Is linked to or otherwise Incorporates a multi-jurisdictional progressive prize system.
26. “Private residence” means a noncommercial structure used by a natural person as a place of abode

and which is not used for a commercial purpose.

27. "Proprietary hardware and software” means hardware or software specifically designed for use in a
gaming device including a mobile gaming system and interactive gaming system.

28. “Randomness” is the observed unpredictability and absence of pattern in a set of elements or events
that have definite probabilities of occurrence.

29. “Theme" means a concept, subject matter and methodology of design.

a]A nonrestricted gaming operation that operates an

14.030 Approval of gaming devices and the operation of new Inter-casino linked systems; applications
and procedures.

1. A manufacturer or distributor shall not distribute a gaming device in Nevada and a licensee shall not offer a
gaming device for play unless it has been approved by the commission or is offered for play pursuant to a field
test ordered by the chairman.

2. An operator of an inter-casino linked system shall not install and operate a new inter-casino linked system in
Nevada and a licensee shall not offer any gaming device or game for play that is part of such a system unless
operation of the inter-casino linked system and all gaming devices or games that are part of or connected to the
inter-casino linked system have been approved by the commission or are offered for play pursuant to a field test
ordered by the chairman.

3. Applications for approval of a new gaming device or to operate a new inter-casino linked system shall be
made and processed in such manner and using such forms as the chairnan may prescribe. Only licensed
manufacturers may apply for approval of 2 new gaming device. Only operators may apply for approval to operate
a new inter-casino linked system.

4. At the chairman's request an applicant for a manufacturer's or inter-casino linked system operator’s license
shall, or upon the chairman's prior approval an applicant for a manufacturer's or operator’s license may, apply for
a preliminary determination that 2 new gaming device or new inter-casino linked system meefs the standards
required by this regulation.

5. Each application shall include, in addition to other Iitems or information as the chairman may require:
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(a) A complete, comprehensive, and technically accurate description and explanation in both technical and lay
language of the manner in which the device or inter-casino linked system operates and complies will all applicable
statutes, regulations and technical standards, signed under penalty of perjury;

(b) A statement under penalty of perjury that, to the best of the manufacturer's knowledge, the gaming device
meets the standards of section 14.040 or, in the case of an inter-casino linked system, that to the best of the
operator's knowledge the system meets the standards of section 14.045;

(c) In the case of a gaming device, a copy of all executable software, including data and graphic information,
and a copy of all source code for programs that cannot be reasonably demonstrated fo have any use other than in
a gaming device, submiited on electronically readable, unalterable media;

(d) In the case of a gaming device, a copy of all graphical images displayed on the gaming device including, but
not limited to, reel strips, rules, instructions and paytables;

(e) In the case of an inter-casino linked system:

(1) An operator's manual;

(2) A network topology diagram;

(3) An internal control system;

(4) A hold harmless agreement,

(5) A graphical representation of the system theme and all related signage; and

(6) Information sufficient to calculate a theoretical payoff schedule amount including, but not limited to, the
base and reset amounts, the total contribution percentage and a breakdown of that percentage including
contribution rates to all progressive payoff schedules and all reset funds, the odds of winning the progressive
payoff schedule and the amount of the wager required to win the progressive payoff schedule;

{7) The form of any agreement or written specifications required of an operator by any other state or
tribal government and affecting a multi-jurisdictional progressive prize system.

{f) In the case of a mobile gaming system:
(1) An operator's manual;
(2) A network topology diagram;
(3) An internal control system; and
(4) A description of the method used to isolate game function to the areas listed in Regulation 5.220(1)(i);
and
{g) All materials relating to the results of the registered independent testing laboratory's inspection and
certification process that are required under section 14.400.

14.100 Final approval of new gaming devices and new Inter-casino linked systems.

1. After completing its evaluation of the new gaming device or the operation of a new inter-casino linked system,
the board shall recommend fo the commission whether the application for approval of the new gaming device or
operation of a new inter-casino linked system should be granted.

2. In considering whether a new gaming device or operation of a new inter-casino linked system will be given
final approval, the board and commission shall consider whether:

{a) [alApproval of the new gaming device or operation of a new inter-casino linked system is consistent with the
public policy of this state.

{b) The terms of any agreement or written specifications required of an operator by any other state or

tribal government and n multi-lurisdictional lve prize tem comply with_the
provisions of these requlations and include procedures satisfactory to the Commission for:
1) Ensuring the mathematical probability of winning th ive prize and the minimum rate of

progression for the primary jackpot meter are identical for all gaming devices connected to such system:
2) Resolution of patron disputes under procediral and su. ntive requiremants equal to or ter
than the standards applied by the Commission;
{3) Survelillance and security of gqaming devices connected to such system;
{4) Record-keeping and record-retention;
{5) Control of access to any internal mechanism of gaming devices connected to such system;
6) Prior administrative a val of the Chalrman for any adjustments 1o pro fve meters: and
{7) Access by the Board to audit compliance with the requirements of this subparagraph.

3. Commission approval of a gaming device or inter-casino linked system does not constitute certification of the
device's or inter-casino linked system’s safety. mission a ! of a multi-jurisdictional ive
prize system shall Include approval of any agreement or written specifications required by any other state
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or_tribal _government and affecting such system. The chairman will complete any written
acknowledgement necessary to document the commission's approval of any such agreement or written
specifications.
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SUPPLEMENT TO PETITION FOR ADOPTION OF REGULATIONS

The Petitioners, Bally Technologies, Inc. (“Bally”), and IGT ("IGT” and
collectively with Bally the “Companies”), acting by and through legal counsel, Lionel
Sawyer & Collins, respectfully submit to the Nevada Gaming Commission (the
“Commission”), this Supplement to Petition (the “Petition Supplement”), for the
adoption of amendments to Nevada Gaming Cormmission Regulations 5.115, 14.010,
14.030 and 14.100 pursuant to Sections 463.143, 463.145(1)(d) and 463.150(2)(j) of the
Nevada Revised Statutes (“NRS”). By this Petition Supplement, Bally and IGT provide
the following additional information in support of the Petition filed by the Companies
on August 7, 2013, namely:

1. As requested by the Nevada State Gaming Control Board during the
Regulation Workshop conducted on September 11, 2013, copies of the following public
documents:

(a) Minutes of Senate Comm. on Judiciary, 68% Sess., Nev. Legis.,
Hearing on Assembly Bill (May 12, 1995)(Exhibit 1, infra);

{(b) Minutes of Assembly Comm. on Judiciary, 68" Sess., Nev. Legis.,
Hearing on Assembly Bill 131 (Mar. 21, 1995)(Exhibit 2, infra); and

2. In response to matters raised and discussed before the Nevada State
Gaming Control Board during the Regulation Workshop conducted on September 11,

2013, a revised draft dated October 1, 2013, of the Proposed Amendments to 5.115,
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14.010, 14.030 and 14.100 (Exhibit 3, infra).
DATED and respectfully submitted this 7*" day of October, 2013.
LIONEL SAWYER & COLLINS

By: @% RW

Dan R. Reaser, Esq.
Nevada State Bar No. 1170
1100 Bank of America Plaza
50 West Liberty Street
Reno, Nevada 89501
Telephone: 775.758.8666

Electronic mail: dreaser@lionelsawyer.com

Attorneys for Petitioners.
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MINUTES GF THE
ASSEMBLY COMMITTEE ON JUDICIARY

Sixty-eighth Session
March 21, 1995

The Committee on Judiciary was called to order at B:18 a.m., on Tuesday,
March 21, 1995, Chairman Humke presiding in Room 332 of the Legislative
Building, Carson City, Nevada. Exhibit A is the Agenda. Exhibit B is the
Attendance Roster.

COMMITTEE MEMBERS PRESENT:

tir. Bernie Anderson, Chairman

Mr. David E. Humke, Chairman

Ms. Barbara E. Buckley, Vice Chairman
Mr. Brian Sandoval, Vige Chairman
Mr. Thomas Batten

Mr. John C. Carpenter

Mr. David Goldwater

Mr. Mark Manendo

Mrs. Jan Monaghan

Ms. Genie Ohrenschall

Mr. Richard Perkins

Mr. Michael A. (Mike) Schneider
Mrs. Dianne Steel

Ms. Jeannine Stroth

GUEST LEGISLATORS PRESENT:
Assemblyman Vivian L. Freeman, District Ho. 24
STAFF MEMBERS FRESENT:

Dennis Neilander, Research Analyst
Paktty Ricks, Committee Secretary

OTHERS PRESENT:

Mr. Orland T. ©Outland
My, Chris C. Fortier

OTHERS PRESENT: (Continued)

Mr. John G. Breading, President, Shuffle Master, Inc.

P. Gregory Giordana, Esg., Lionel, Sawyer and Collins/Shuffle Master, Inc.

Mrs. Diane Breeding, Shuffle Master, Inc.

Mr. Pavid Bennum

Mrs. Leilani Bennum

Ms. Perla DeCastro

Ann Price McCarthy, Esg., Nevada Trial Lawyers Associatien

Ms. Ande Engleman, Nevada Press Association

Ms. Kathleen Shane, Washo2 County Social Services

Ms. Laurel Stadler, MADD

Honorable Scott Jordan, Second Judicial District Ceourt, Washoe County

Ms. Barbara Pinkston

Mr. Jerry P. Mims, CASA, Washoe City Chapter, Nevada State Psychologists
Association

Ms. Lucille K. Lusk, Mevada Concerned Citizens

Deputy Attorney General Donald W. Winne, Jr.

Barry Frank, M.D.

William Torch, M.D.

Deputy Attorney General Cyndy Picel

http://www.leg.state.nv.us/Session/68th1995/minutes/AJD321 . txt 9/27/2013
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s, Julie Foley, VP Public Affairs, International Technical Systems

Ms. Ellen Whittemore, Esq., Licnel, Sawyer and Collins/International
Technical Systems

Mr. John Sarb, Administrator, Nevada Department of Human Resources,
Civision of Child and Family Services

Ms. Bobbic Gang, Nevada Chapter, National Association of Socilal Workers

Ma, Diane Loper, Nevada Women's Lobby

Ms. Shirley Perkins, Counselor, Washoe County Scheool Cistrlet

Ms. Sheila Leslie, Action for Mevada's Children

Mr. Robert Barengo, Leroy's Horse & Sports Place

My, Steve Ghiglier:

Ms. Debra Ballew

Mr. Wiliiam A. Eible, Chairman, Nevada Gaming Board

Roberl D. Faiss, Esq., Liocnel, Sawyer and Collins Law Firm

ASSEMBLY BILL MG, 177 = Revises provisions governing best interests
of child in termination of parental rights.

ASSEMALY BILL NO. 302 = Makes best interests of child determining
factor in cas=es concerning termination of
parental rights.

Assemblyman Vivian L. Freeman, District lo. 24, sporsor, testified the
vulnerability of deserted and abused children in Nevada are the focus of this
legislation. She stated the bill was endorsed by family court judges and urged
consideration of its meriks. The Honorable Scott Jordan, Second Judicial District
Court, Washoe County, was requested to give testimony, attached as (Exhibit C).

Judge Jordan advised most cases involve parents with addiction problems making

them incapable of providing proper parental care. He further advised A.B. 177 and

A.B. 302 are Lhe result of collaboration between individuals and agencies involved

in working with children. Currently, if the parents fail to comply with a case plan

for a six months pericd, termination of parental rights may be appropriate,

Rmendments proposed are if a child has been removed from the home for 1§

consecutive months, presumption is made parents have not made efforts toward
reunification. Therefore, termination of parental righteg is in the best interests of the
child, He also supported proposed amendments by Deputy Attorney General

Donald W. Winne, Jr.

Thairman Humke announced that both bills will be referrved to a subcommittee for
consideration.

beputy Attorney General Donald #. Winne, Jr., testified as counsel to Division of
Child and Family Services and offered the proposed amendments to A.8. 177

attachaed as (Ezhibkit D). For the record, Assemblyman Vivian L. Freeman, District
No. 24, sponsor, agreed with the proposed amendments.

Mr. John H. Sarp, Administrator, Nevada Department of Human Resaurces,

Pivision of Child and Family Services, testified in support of A.B. 177 attached as
(Exhibit F)}. HApproximately eight hundred children are in custody for 16 months.

The state imakes a lousy parent. Teenagers are less likely candidates for

termization of patental rights and adoprtion proceedings. Adoptive parents are
casily found gven far terminally ill children. Wormaliy adoptions are finalized In twe
to three years. In regard to mized race adoptions, Mr. Sarb indicated 120

adoptions were finalized. Attempts are made to match the race of the child to the
adoptive parents before different race adoptive parents are considered.

Mr. Sarb stated there is no fiscal impact on this bill. Chairman llumke directed the
subcommittee to reseacch information on fiscal impact.

http://www.leg.state.nv.us/Session/68th1995/minutes/AJD321.txt 9/27/2013
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This year Division cf Child and Family Services received child support of
approsimately $1.4 millicon dellars on a budget to catve for children that exceeds
821 mellion., Of the $1.4 million less than $400,200 is from parents. The
remainaer is from other benefits such as social security, etc.

Tc achieve permanent reunification, a parent must show successful completion of

addictien treatment, pericd of sobriety, parental education, stable residence, and

proof of income. Cases in excess of sixty percent are successful in reunification.
Veputy Attorney General Winne clarified the division makes recommendations Lo

the court for final disposition of returning the child back to the family.

Barry S. Frank, M.5., Director of Pediatric Intensive Care Unit, Washoe Medical
Center, testified in support af A.B., 177. Yearly he has seen 150-200 deaths of
childrern due to some form of abuse, He urged the judges be given the tools to

ma¥e rational caring decisions. Dr. Frank read the following gquote, “The death of

a child is the single most traumatic event in medicine. To lose a child is Lo lose a
piece of yourself."

Wiiliam Torch, M.D., Director of Heurodevelopmental and Neurcdiagnostic Center
and Muscular Dystrophy Clinic, testified irn support of A.B. 177 and A.B. 302,
Nevada needs to make a change. The best interesls of children have been
neglected through the years in the judicial system to help children.

Deputy Attorney Gencral Donald W. Winne, Jr., stated there ls a certain time frame
where there is little or no contact with a parent. A case plan was developed. The

parents appeared once or twice at a hearing. If no cooperation is recelved from a
parent arfter sis months, parental rights may be terminated to allow for adoption.
After 19 months the parents have been allowed enough time for reunification. If
parents cannet accomplish reuniflcation in 18 months, the parent has the burden

of proving they complied with the court plan in order to be reunited with the child.
The best intcrest of the child has to be shown.

Mr. Jerry P. Miwms, Ph.D., CASA, Washoe City Chapter, Nevada State Paychologists
Association, testified in support of A.B, 177. The CASA organizatlion desperately
wants to see the intent of the bill advanced as hundreds of children are dealt with
vory unlalrly. For years children's lives have been impacted and he implored this
bedy Lo remedy the situation.

Mr. Orland '. Qutland, child abuse victim of Reno, Nevada, testified in support of
&.B. 177 and his testimony was distributed as (Exhibit G). He quoted a saying,
"rank has its privilege and rank alse has its responsibilities.”

Mr. Chris Fortier, UNR student, testified stricter measures need to be enacted In
severe cases. His testimony is attached as [Exhibit H).

Mr. and Mrs. David Bennum, grandparcnts, testified regarding a custody sult
involving their grandson dus to the incarceration of their daughter and addiction
problems. Mrs. Lelanie Bennum passed around photoyraphs of the child to the
commitree. Mr. Bennum read Dr. Nimg, psychologist report and Dr. Earl Neilsen's
evaluation, The court found the child should remain in the custody of the
grandparenls with visitation rights to the mother. The rights and best interests of
the child may become the deciding facter. Instead the Nevada Supreme Court
overtu-ned the district court ruling. The presumption of the parent being unfit has
to be found. They filed for stay of execution of the order. Chairman Humke
informed the grandparents Assemblyman Frceman has a bill draft which affects

tihnis area of the statute.

Ms. Ann Price McCarthy, Esg., of Nevada Trial Lawycrs Association, testified in
suppoct of A.B. 177 and A.B. 302 and offered her services to the subcommittee
in drafting amendments. The besl interest of the child should be considered in
takina cave of the children of this state,

Ms. Kathls=zp Share, Director Children's Services Division, testifled in support of
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A.B. 177 and amendmen:s. Her testimeony is attached as (Exnibit [). Similarly, she
offered her services to work with the subcommictee.

Ms. Laurel Stadler of MADD testified in support of A.B. 177 and handed out a
brochure attached as (Exzhibit Ji. She proposed amending Section 2 to add
"conviction of a DUI offense.”

tls. Barbara Pinkston, stalking victim, recently moved from Las Vegas to Reneo,
testified in support of A.B. 177, as the judge in her particular case <did not grant
cermination of parental rights. In this process ths best lnterest of her daughter is
being lost. She was at a loss for help. Assemblyman Freeman was thanked feor
drafting cthrs bill,

Ms. Lucille K. Lusk, Nevada Concerned Citizens, testitied in support of A.B. 177
and proposed amendment to p, 3 to change sixy months tu a “presumption" rather
thian evidence. She would be pleased to work with the subcommittee.

ASSEMBLY BILL NO. 133 = Makes various changes teo provisions
governing regulaticn of gaming.

Mz. Wiiliam A. Bible, Thairman, Nevada Gaming Control Board, testified in support
of A.B. 123. Proposed amendments are attached as [Exhibrt K).

Mr. Bible advised the Gaming Contrel Beoard reviews every work permit. 1In most
instances the local entities issue work permits for revenue. The state has the
abilizy to object. There is an appellate mechanism. It is common in northern
Nevada for people working in more than two jurisdicticns to be required te
purchaze multiple cards. Southern Nevada eliminates double carding by using an
updated postal card.

Robert 1), Faiss, Esg., of Lionel, Sawyer & Collins Law Firm, counssl to Nevada
Resort Association with President Richard Bunker, testified in support of A.B. 13i
and A.B. 132. They thanked Chairman Bible for his cooperative approach.

Ms. Ande Engleman, Nevada State Press Association, Inc., testified in support of
A.B. 133. Mr. Bible was commended for his work and the amendments are
supported.

ASSEMBLY BILL NO. 131 = Provides for regulat.on of inter-casino linked
sysLers related to gaming.

Mr. William A. Bible, Chairman, Nevada Gaming Control Board, westified in suppor!
cf A.B. 131 and looks Forward to working with the subcommittee. As the
technology in the gaming industry advances, this legislation is needed. It is
patterned zfrer operations currently being dons by slot operators, such as
Megabucks. Helworking af table games wilh progressive features, i.c., sports and
race books, creates a new classification of the licensee known as an operator of
an inter-link system. It would not run afoul of the lettery statute.

Rokert 0. Faiss, Esg., of Lionel, Sawyer & Collins Law Firm, counsel to Nevada
Resort Associatlon, testified in support of A.B. 131.

Ma. £llen Whittemeore, Esg., of Lionel, Sawyer & Collins Law Firm, testified in
support of A.B. 131 and new state-of-the-art kenc technology through graphics and
menitors. She looked forward to working with the subzommittee.

Ms. Julie A. Foley, ¥ice President, Public Affairs, International Technical Systems,
Inc., -estified in support of A.8, 131. She indicated a desire to revive {ncerest in
a new kano game and offered to confer with the subcommittee.

F. Gregory Giordana, Esq., Lionel, Sawyer and Collins/Shuffle Master, Inc., testified
in support of A.B. 121 and agreed to work in cooperation with the subcommittee.

http://www.lcg.state.nv.us/Session/68th1995/minutes/AJD32 1 .1xt 9/27/2013
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His testimony is attached as (Exhibit L}. Chairman Bible and Nevada Resort
Association are commended for their support. A proposed amendments to A.B.

131 for "Let It Ride Tournament" is attached as (Exhibit M. The state is
estimated to receive $4 million dollars per year in gaming tax revenues from this
game alone.

Mr. John G. Breeding, President, Shuffle Master, Inc., advised it is an electronic
game and description of how to play is attached as (Exhibit NH).

Chairman Humke advised proposed amendments of A.B. 185, A.B. 125, A.B. 151,

A.B. 94, A.B. 92, A.B, 106, A.B. 110, A.B. 87, and S.B. 61 were distributed for
review and inquiries should be directed to Mr. Neilander, research staff, or the Ce-
Chairmen.

Chairman Humke appointed a subcommittee on R.B. 177, R.B. 302, A.B. 131, and
A.B. 133 composed of Mr. Humke, Mr. Anderson, Ms. Buckley and Mr. Sandoval.

There being no further business, the meeting was adjourned at 11:06 a.m.

RESPECTFULLY SUBMITTED:

Pacty Hicks,
Conmittee Secretary

APPROVED BY:

nssemblyman Bernle Anderson, Chairman

Assemblyman David E. Humke, Chairman
Auzembly Committee on Judiciary

March 21, 1985
Page
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MINUTES OF THE
SENATE COMMITTEE ON JUDICIARY

Sixty-eighth Session
May 12, 1995

The Senate Comnmittee on Judiciary was ealled to order by

Chairman Mark A. James, at 8:35 a.m., on Friday, May 12, 1885,
in Room 224 of the Legislative Building, Carson City, Nevada.
Exhibit B is the Agenda. Exhibit B is the Attendance Roster.

COMMITTEE MEMBERS PRESENT:

Senator Mark A. James, Chairman
Sepator Jon €. Porter, Vice Chairman
Senator Maurice Washington

Senator Mike McGinness

Senator Ernest E. Adler

Senator Dina Titus

Senator 0.C. Lee

GUEST LEGISLATORS PRESENT:
Assemblywoman Jeannine Stroth
STAFF MEMBERS PRESENT:

Allison Combs, Senior Research Analyst
Marilyn Hofmann, Committee Secretary

OTHERS PRESEHNT:

William A, Bible, Chairman, State Gaming Control Board
Harvey Whictemore, Lobbyist, representing Nevada BResort
Association

P. Gregory Giordano, Attorney at Law, representing Shuffle
Master, Inc.

Ellen Whittemore, Attorney at Law, representing International
Technica]l Systems Julie Foley, Vice President of Public
Rffzirs, Intermaticnal Technical Systems

Richard A. Wright, Atterney at Law, Nevada Attecrneys for
Criminal Justice

Mike Specchio, Cffice of the Washoe County District Actorney
Morgan Harris, OEfice of the Clark County District Attorney

Senator James opened the hearing on Assembly Bill (S.B.} 133,

BESSEMBLY BILL 133: Makes various changes to provisions
governing regulation of gaming.

The first to appear was William A. Bible, Chairman, State
Gaming Control Beard, Mr. Bible indicated $.B. 133 was an
"omnibus measure,” which makes a number of minor changes to the
Gaming Control Act. He first indicated that section 1 provides
the mechanism for the Nevada Gaming Commission to remove from
its records the names of individuals from whom taxes are
uncollectible, principally from bankruptcy filings. Mr., Bible

hitp://www.leg.state.nv.us/Session/68th1995/minutes/SID512.txt
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stated section 2 of the Lill will delete the reference to bavada
Revised Scatutes (NRS} 453.500. He said section 3 will provide
additional flexibility in MRS 453.172, which allows a licensee
or individual whe owns an interest in a gaming sstablishment to
place that interest into a Lrust, without having to re-qualify
with a background investigation. Mr. Bible indicated an
approval would relate back to the date on which the trust was
executed. e said sections 4 and 5 of the bill relate to
refunds. Mr. Bible indicated section 6 contained certain bill
drafting corrections in language. He indicated that section
also provides in the Gaming Control Act the ability ko require
an individual who owns or has a beneficial ownership interest in
a debt security of a publicly traded corporation, to stand for
suitepility. He said the definition of "debt security" appears
on page B of the bill. Mr. Bible outlined the technical changes
in the remaining sections of the bill. With respect to section
11, he indwicated there were two "repealers," one being the
repeal of MRS 453.500, which currently provides that articles of
incorporation of a MNevada corporation engaged in gaming
activities contaln specific language which indicates gaming is
one of the legal focuses for which the corporatien was
chartered. Mr. Binle stated there was "no parvicular reason”
for that language and indicated he had discussed the matter with
the secretary of state. He said the other "repealer™ dealt with
the issuance of work permits on a limited basis to individuals
who had been convicted of misdemeanors or gross misdemeanors.
Mr. Bible stated that provision was given a "sunset," and they
would ask that the board retain that authority, and the changes
approved during the last session of the Legislature be made
permanent.

The next person to testify was Harvey Whittemore, Lobbyist,
representing the MNevada Resort Association (NRA}. Mr.
Whittemors indicated the industry supports A.B. 133. He
indicared the only unresolved issue was that regarding placement
of the deofinitional section. Mr. Whittemore said the definition
of "debt security" should have general application, because the
way the bi1ll now exists, it may be read as having "debt
security™ apply only to one particular section., He wanted to be
sure the record was clear that the NRA would like the phrase to
have general application throughout the statutes. Senator James
asked why the definition would be codified elsewhere in the
statutes. Mr. Whicttemore answered there could be an amendment
preceding a definition section, which would have application
rhroughout Lhe act, or in the alternative, to place the
definition with respect to publicly traded corporations.
However, he reiterated, tc make it perfectly clear, it should be
added as a definiticnal section ro chapter 463 of NRS.

Appearing to speak Le this issue was F. Gregory Giordano,
Attorney at Law, with Lionel, Sawyer & Collins, Las Vegas. He
said in Lhe stailutes at the present time, there were a number of
definitions regarding corporations and publicly traded
corporations which are set forth in NRS 463.482 et seq. HMr.
Giordano said the problem regarding the definition of "debt
security” was that it may be limited only to NRS 463.643, and
general application would be preferable. He stated, "Debt
security means any instrument generally recognizaed as corporate
secur :ty, representing money owed and reflected as debt on a
tinancial statement of an entity, ineluding, but not limited to,
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bonds, notes and debentures.”

There was no further testimony on A.B. 133. The chalrman closed
the hearing on the bill and opened the hearing on A.B. 131,

ASSEMBLY BILL 131: Provides for regulation of inter-casino
linked systems related tc gaming.

The first to speak was William A, Bible, Chairman, State Gaming
Control Board. Mr. Bible stated the bill would "provide a
regulatory environment for table games, in & very similar manner
te the existing regulatory environment for linked slot
machines.™ He used as an example of a "linked slot machine,”
the "Megabucks" machines. Mr. Bible said when a person plays
the machine in one casino, he or she is in fact playing a
network which is operated throughout the state. le said there
have been reguests to link table games with progressive "pots”
betwesn properties. Mr. Bible said this would increase the
anount of prizes available on these games. He said the intent
was to "add more sizzle" to such table games. Mr. Bible
indicated table games aover the years have not grown as rapidly
as slot revenues. He said the technology exists today to
develop & statewide Keno game, with the numbers being drawn at
one location, wWith players being able tc participate in other
locations. Mr. Bible stated this wonld result in increased
prizes because of larger participation.

Mr. Bible reviewed the bill, section-by-section. Hs pointed out
secticn 9 relales ts gross revenue in terms of tournament play.
Mr. bible stated the statute would allow an operator of an
inter-casino linked system to deduct losses in tournament

plav to the extent of payments for that play, so there would be
revenue gains to the state, but no revenue loss. He said
Lournaments at this time are excluded from taxation, both for
revenue and payouts. Mr. Bible said this provision of the bill,
which was agreed upon by the industry, states if there is a
tournament entry fee of, for example, $100, and a payout of 510,
$20 would be subject to taxation. Also, he said, 1f the payout
in that situation was $100, there would ke no taxation. Mr.
Bible stated, however, losses could only be deducted to the
axlent of revenues. He said in section 10 of A.B, 131, relating
to licensure raquirements, indlcates it will be unlawful to
conduct an interlinked casino system without appropriate
licensure, except for interlinked systems between affiliated
properties. Mr. Bible pointed out section 12 of the bill
provides that reverues from the activities, instead of being
reported by the operator of the inter-casino linked system, will
be reported by the licensee, which is similar to reporting
requirements for slov route operators. He stated section 13
indicates when calculating gross revenus, a proportional share
of .csses would be distributed throughout the system.

Mz. Bible staeted he had expressed concerns wilh respect to
interlinked casino systems violating the anti-lottery provisions
of the Havada constitution, but he said he was advisea by the
Qffice of the AtLtorney General that was not the case.

Senator James asked a question regarding the fiscal impact of
the bill, and Mr. Bible stated he belicved revenue to tha state
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should be increased, and there should be no impact.

The next to speak were Ellen Whittemore, Attorney at Law,
representing International Technical Systems (ITS) and Julie
Foley, Vice President of Public Affairs for ITS. Ms. Whittemore
indicated Ms. Foley would speak on the ilssue of interlinksd Keno
games.

Ms., Foley indicated ITS was fully owned by Si Redd, "a leader in
gaming innocvation for the past several years.™ 5She said Mr.
Redd is in suppert of linked table games. Ms, Foley stated,
"Keno is dying all over the state...in a Keno lcunge where there
once were 100 chairs...now there may be 10 to i4 chairs.” She
said Mr. Redd has developed an interlinked game in order to
"spruce up the game of Keno." Ms. Foley indicated revenue would
increase, while casino overhead is decreased. 5Shco thanked the
MRA and the gaming control board for working on the bill to make
sure 1t 1s a "win, win, win™ for the casinos, for the state and
the distributors of gaming devices.

Senator Washington asked if it would be advantageous to allow
perseons to play Keno on their "Internet” computer systems, which
would allow people to play from their homes. Ms, Whittemore
answered Keno play in hotel rooms has been discussed, and in the
future it may be considered. Senator Adler asked why an
interlinked system would increase Keno play. Ms. Foley answered
they envision jackpots of 55 to $§7 million, with jackpots being
hit more frequently. Senator Adler stated he knew why people
did not play Keno: "You pick 12 numbers and the casino picks 12
different numbers...I don't know why it has taken people so long
to catech on,"

The next person to speak was P. Gregory Giordano, Attorney at
Law, representing Shuffle Master, Inc. Mr. Giordano offered a
prepared statement and an explanation of the game, "Let it
fide, ." and how tournament play will be structured. That
statcment is attached hereto as Exhibit C. Senator Adler asked
for information regarding the "Shuffle Master.” #r. Giordano
stated the machine deals the cards torally at randem every time,
and provides maximum security. He said the shuffler is part of
the "Let it Ride" package, and a casingo cannot run such a game
without utilizing the Shuffle Master. Mr. Giordano said the
"Let it Ride” tournament will offer $1 million jackpots. He
explained that people playing the game at selected casinos, will
pay an extra $1 fee per hand to qualify for entry into cthe
tournament. Mr. Glordanc stated those bets are tallied by
computer, at esach participating casino, as are hands high enough
to qualify.

Harvey Whittemore, representing the NRA, stated the crganization
supperts A-B. 131. He said there was an industry-supported
amendment in section 11{4), wherein a sentence would be added at
the end of Lthe new language: "An inter-casino linked system
ghall not be used to link games cother than slet machines, unless
such games are located at an establishment that is licensed for
games other than slot machines." Mr. Whittemore stated this
language will clarify the intent and purpeses of the bill.

There was no furthsr testimony, and the chairman closed the
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hearing on A.B. 131. Senator James then cpened the hearing on
S.B. 401.

SENATE BILL 401:Revises provisions geoverning regulation of
gaming.

Mr. Whittemore introduced his sister, Ellen Whittemore, Attorney
at Law, as someone "who is brighter and more articulate in the
gaming area than I...." Ms. Whittemore provided the committee
members with a packet regarding the amendments to the bill
{(Exhibit D, Original is on file in the Research Library.) and
spoke from a prepared statement {(Exhibit E}.

Senator James indicated the bill includes a raise in salary for
gaming commissioners, and that provision will not be heard nor
voted upon in the Senate Committee on Judiciary. He stated he
viould later request a motion te amend and do pass all other
secticns without recommendation as to commissioners' salaries,
and re-referral to the Senate Committee on Finance.

Ms. Whittemore read to the committee from her statement set
forth as Exhibit E, which contains a secticon-by-section
explanation of the bill.

Senator Titus asked a guestion regarding "debit cards.” She
asked for clarification that a bank automatic teller machine
{ATM) card could be placed into a slot machine "...and whatever
amount of money you could get from a bank machine will be
forwarded to that slot machine." Senator Titus asked if a bank
chatge (VISA) card could ke placed into the machine. Ms.
Whittemore confirmed that could not be done. Mr. Whittemore
confirmed with respect to an ATM transaction, that it would be
subject to the bank's overdraft agreements.

Ms. Whittemore completed her review of the bill with her
prepared statement (Exhibit E}.

Mr, Whittemore read into the record a statement from Brian
McKay, Vice President and General Counsel, Internaticnal Game
Technology (IGT}. That statement is set Fforth herein as Exhibit
135

There was no further testimony on S.H. 401, and the chairman
closed the hearing on the bill. He then opened the committee
work session.

SENATE BILL 375:Prohibits performance of act or neglect of
duty in willful or wanton disregard of
safety of persons or property.

Senator James identified this as the "fan man biil."” He stated
the bill was to be amended to clarify the feleny class as
category C.

SENATOR WASHINGTON MOVED TO AMEND AND DO PASS S5.B.
375.

SENATOR ''ITUS SECONDED THE MOTION.
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THE MOTION CARRIED. (SENATOR PORTER WAS ABSENT FOR THE
VOTE. )

SENATE BILL 400:Limits civil liability of gaming licensee,
its affiliate and employer for certain

communications regarding employee, former

employee or applicant for employment.

Senator James indicated the bill would statutorily adop: a
privilege which already exists in common law regarding
communication batween employers in good faith, under certain
circumstances which do not result in liability for defamation or
constitute grounds for recovery. He stated he wished to include
language indicating that it i1s not a legitimate purpose fo
exchange information unlawfully obtained or to blacklist an
employee in connection with lawful union agtivities. The
chairman said amendatory language needed to be added at line 15
which says, "...it is privileged to the extent it does not
impose liability for defamation or constitute grounds for
recovery." He continued, "You could take a deposition...and
have them communicate to you in deposition what they said, and
there would not be a privilege against that disclosure; there
would just be a privilege against predicating liebility upon
that communication between two employers...." Senator Adler
said he was unsure about the use of the word "privilege, "
because it has a specific meaning in the law. HMr. Whittemore
indicated they would take another lock at the language when the
amendment 15 returned from bill drafring. He added he saw no
real problem with the direction the ccmmittee was going
regarding this issue. Senator Adler and Mr. Whittemore
disagreed on the necessity for (2) and (3} in the bill. Mr.
Whittemore said if the language was watered down too much,
substantive changes would be made which would lessen what is
present with respect to the common law. Senator James agreed
{2) and (3) should remain in the bill,.

SEMNATOR WASHINGTON MOVED TCO AMEND AND DO PASS S.B. 400.

SENATOR McGINMESS SECONDED THE MOTION.

THE MOTION CARRIED. (SEMATOR TITUS ABSTAINED FROM THE
VOTE. )

Senator James called for a motion on S.B. 401, discussed
earlier.

SENATOR McGINNESS MOVED TO AMENHD AND DO PRSS S5.B. 401,
SENATOR LEE SECONDED THE HMOTION.

THE MOTION CARRIED UNAWNIMOQUSLY.

L I A

The chairman referenced A.B. 133, He reminded the committee of
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amendatory language regarding “"debt security, which should have
general application and appear in the definitional sections of
the bill.

SENATOR ADLER MOVED TC AMEND AND DO PASS A.B, 133.
SENATOR LEE SECONDED THE MOTION.

THE MOTION CARRIED UNANIMODSLY.

LR B B

Senator James stated the next bill to be discussed was 5.B. 314,
SENATE BILL 314:Abolishes criminal defense of insanicy.

Senator James indicated the bill had been approved with an amend
and do pass vote on April 13, 1995. He said he wished to
discuss the amendment at this time. He asked Ben Graham, Nevada
District Attorneys Association, to explain the amendment. Mr.
Graham stated a defendant will be able to enter a plea of
"guilty, but mentally ill." However, he sald, prior to that
plea being accepted by the court, there would be a hearing to
determine whether or not there was sufficlient evidsnce to accept
the plea. Mr. Graham said if the plea was accepted, the
sentencing process would continue, with a presentence report,
advice from the Division of Parole and Probation, input from che
defendant and his counsel. He indicated if the defendant were
incarcerated, he would be sent either to a mental health
facility or to a correctional institution. Mr. Graham stated
the defendant would be subject to treatment within that
correctional institution to the extent it exists. He said the
insanity aspect was still available, and evidence could be
offered in order to reduce the mens rea in specific intent
crimes., Mr. Graham stated the insanity defense as a "complete
defense” has been removed from the bill. Senator James pointed
out there was no mandate in the bill for development of new
treatment.

Senator James said he would request an interim study of criminal
insanity and the treatment available. Senator Adler stated the
mental health institute in Reno was "on the edge of losing its
accreditation, "™ but the mental health treatment provided in the
Department of Prisons is fully accredited and has been approved
by the courts. He continued, "Ironically, these people would,

I believe, receive as good or better treatment in the Department
of Prisons...so this bill puts them where they should go."

There were no further questions regarding the amendment, and the
chairman announced S.B. 314 would be reported to the floor of
the Sonate.

Senator James requested committee introduction of two bill draft
reguests {BDRs).

BILL DRAFT REQUEST 3-1%65: Revises provisions governing civil
liability for wrongful acts and

revises provisions relating to

punitive damages.
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BILL DRAFT REQUEST 14-1852: Provides for release of
presentencing reports to

Immigration and Haturalization

Service of United States

Department of Justice.

SENATOR ADLER MOVED FOR COMMITTEE INTRODUCTION COF BDR 3-
1965 AND BDR 14-1852.

SENATOR PORTER SECONDED THE MOTION,

THE MOTION CARRIED UHANIMOUSLY.

* o+ A k&

Senator James opened the work session to a discussion of A.B.
151,

ASSEMBLY BILL 1531: Requires criminal defendant to serve notice
to district attorney of witnesses defendant

intends to call at trial and allows criminal

defendant and district attorney to discover

certain matters.

Senator James stated the bill had been woted out of the
committes, but was brought back based upon & guestion regarding
the fiscal 1impact concerns. Appearing in front of the committee
was Assemblywoman Jeannine Stroth, the bill's sponsor. Ms.
Stroth presented suggested amendatory language, set forth on
Exhibit G. She indicated that amendment was agreed upon by the
Office of the Clark County Public Defender. Ms. Stroth
referenced an article appearing in the Las Vegas Sun regarding
the same issue as set forth in A.B. 151. A copy of the article
i5 attached as Exhibit H. She referred tc the trial mentioned
in the article as "trial by ambush." Ms. Stroth said the
witness set forth in the matter should have been disclosed to
the prosecution prior to the trial.

Senator Porter stated he knew there were many discussions
between the public defender's office and the district attorney's
office, in order to develop a compromise. He pointed ocut there
Was nu agreement on the part of the public defender's office.
Senator Porter said he was on record as supporting the bill,
but he had fiscal concerns. Ms. Stroth pointed out the language
of the amendment, "...shall be on or before calendar call...,"
and stated that should address any fiscal concerns. She said
she felt this was "more then fair and more than a compromise.™
Senator Adler stated he still had problems with the bill,
because it requires a defense attorney to supply information,
but does not require the prosecution to do the same. Ms., Stroth
said the bill was amended to say that "upon request, the
prosecution will provide information, and upon request the

defendant will provide...." Ms., Stroth alsc made a reference teo
the amendment to S.B. 166, a bill linked to A.B. 151. (See
Exhibit T).

SENATE BILL 166:Requires notice of expert witnesses who are
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ezpected to testify al criminal trial and
allows criminal defendant and district
attorney to discover certain matters.

Senator Lee stated in light of making a motion to bring the bill
back te the committee with reference to a fiscal impact, he was

personally satisfied there would be ne such impact in the bhill,

as amended.

Senator James asked 1f there was anyone present from the Office
of the Clark County Public Defender's Office. #z. Morgan Harris
was present. HMr. Richard Wright, Nevada Attorneys for Criminal
Justice (NACJ) approached the committee. He said considering
the amendments he heard concerning "calendar cali® for Clark
County and "10 days" for Washoe County, as the dalte witness
information must be curned over, there was a proklem with the
"equal protection clause." Mr. Wright statad tnere could not be
a criminal preocedure that differs between the accused and the
prosecation. He said there was also a problem with Article 4,
sections 20 and 21 of the Nevada constitution, which state "yeou
can't have special legislation for criminal procedure...you
can't have a defendant having one set of rights in Washoe County
and another set of righits in Clark County." Mr. Wright added an
opinion by the Nevada Office of the Attorney General stated,
"Criminal law must be of general application.*”

Mr, Wright stated the reality of the dynamics ot criminal trial
practrce, is that the Clark County Public Defender has 32 trials
sel every week. MHe salid cf those 39 trials which are set, one-
third of the defendants plead guilry, two-thicds are continued
and only 2 cases go to trial. Mr. Wright statcd the public
defender will not know at the time of trial setting, which cases
will actually go te trial. He said under the "calendar call
rule” a defense attorney would have to have the case fully
prepared, all witnesses interviewed, and ready to turn over at
calendar call, "...when |[the case] probably isn't going to go to
trial." Mr. Wright reiterated, "When you take the public
defender's office...tell him to be trial ready on 39
cases...this financial impact is going to remain.” He said if
at the time the defense case begins, the names and addresses of
defense witnesses who will testify are turned over, there will
be no fiscal impact. Senator James asked if those names were
originally submitted, and other witnesses were discoverad, could
those names be turned over wichin 24 hours of a trial beginning.
Mr. Wright answered, "Yes...if you have prepaced and
interviewed them...and gone over with your client. The first
time you turn over the name of a witness...and he provides
evidence detrimental to your client...you are going to have a
constitutional problem...a malpractice problem...and an ethics
problem. "

Senatnr Porkter asked Mr, Wright if he would support A.B. 141 if
there was no fiscal impact. Mr. Wright answered he belicved the
Bbill was unconstitutional, even as amended. Seznator Porter
indicated Lhere were "at least 15 attorneys in the room...and 7
1/2 agrzee with one side, and 7 1/2 agree with the other." He
aadad, "We are at & definite disadvantage...we put our trust and
faith in the opinions that are put before us...when 7 1/2 say
one thing, and 7 1/2 say another, we have to make a judgment
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call." Senateor Porler indicated there was support for the bill
to go forward, but he felt it was incumbent upon him to bring
forward the financial information which was presented to him.
He said he would like to further discuss that point.

Responding to Senator Porter was Mike Specchio, Washoe County
Public Defender. Mr. Specchio stated the impact on Washoe
County would be as follows: "It would require...whether 10 days
or 21 days...our office to interview witnesses for all cases
that are going to he set tor trial...that means we would have ko
hire additional investigators.” He said he "did aor have the
bedies” to send to interview witnesses that are sel for trials,
whick he would have t¢ do under the provisions of the bill. Mr.
Specchio stated he would need three or four more investigators,

at a minimum, and ".,.probably another attorney or two...or
three.” He reiterated, "The financial impact is...I cannot
comply." Mr. Specchio said the public defender's cffice does

not have the luxury of preparing cases months ahead of time. He
said each artorney in the office has approximately 200
defendants in thes county jaill that they are working with.

Mr. Specchio stated Washoe County utilized a "notion to confirm
trial,™ which is helid approximately four days befcre trial.
Senator Porter asked, "5c you are comfortable with 24 hours, but
you are not comfortable with 3 or 4 days?" Mr. Specchic
answered there were many trrals "...in which yow don't know who
you are going to call until the state rests thelr
case...sometimes you may be forced to give up a name which is
not guing to help you, but is going to help the state.”

Mr. Specchio indicated he agreed with Mr. Wright that there were
"all kinds of constituticnal problems...pbut if I were forced to
give it up, I would love to give it up 24 hours before I put Lhe
witness on Lhe stand...and [ could probably live with giving
ther. up the triday before."” Mr. Specchioc continucd, "The 10
days that is proposed is really of no berefit.... can’t comply
with zhe statute...we canrct provide those names. He pointed
rto a statement by Ms. Stroth that a district attorney advised
her "it only takes a secretary 20 minutes to type a list." Mr.
Specchio stated, "That is not the point...it is not the iasue of
typing up the name and delivering it over...it's having to
interview those people....”

Morgan Harris, Clark County Public Defender, stated:

It is interesting to me that the Clark County
delegation, the Clark Ccounty Manager's Office, and
Clark CounLy lobbyists...we all say there is & tiscal
impact. Mr. Bell [Stewart Bell, Clark County District
Attorrey) does not run my office, I confronted Mr,
Zell witn that and he said, T am not going to say any
maere.' Mr. Bellil is not saying there is not a
financial impact at this time.

Mr. Morgan said ne had 2,097 trials set last year, and 78 of
Lhose cases actually went to trial. He stated, "If this bili

goes in...even at calendar call...the financial impact will
require at a minimum seven attorneys and seven
investigaters,..with their supplies it 1s $B44,003.7 Mr. Morgan
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stated they can "live with 24 hours," because 24 hours...there
is no fiscal impact.”

Senator Titus stated:

I want to put this into perspsctive. This commithee
has probabkly been the toughest on crime than any in
recent history. We have enhanced penalties...we have
created new crimes...we have added aggravated te the
death penalty...we have tightened up for habitual
criminals...there is no bill that has come before this
committee we haven't passed to be tough on crime. A
number of those have heen sponsored by Ms. Stroth...so
we certainly have been receptive to those...but let's
look at this one bill. ©Only two...maybe one other
state in the country does it...that is California.
Let's look at California's court system...we see it
every day on TV...we know how that is going. We hear
this is going to cost over $1 million, from the public
defender's point 0f view..,.we have heard from Washoe
County that it is not a problem in %0 percent of the
cases,..only in the other 10 percent do they want this
information. The origin of this comes from a case
that didn't even occur in Nevada...and on top of that,
you have the possibility that it is unconsitutional.
This seems to me to be a number cof pretty clear-cut
reasons why we wouldn't want to go forward with this
bill. 1 will vote against the bill urnless we have
that 24-hour compromise. Otherwise, I won't vote for
the bill and I will arque against for all of those
very obvious reasons.

Senator Adler asked if there was agreement on the issue of
documentary eXxchange, and Mr. Specchio and Mr. Wright answered
they had no problem with that provision. Senator Adler
specified there was agreement regarding documents and expert
witnesses, He indicated the issue remaining had te do with
prospective witnesses, and disagreement regarding the 24-hour
compromise.

Senator James stated he agreed with testimony that 1t was wrong
to have different rules for different parts of the stats, such
as "calendar call" in one place and "10 business days” in
ancther. He said those on the committee who supported the bill
nesded to make a morion to move the hill with the 21-day
requirement, the l0-day requirement, the 2Z4-hour requiremenc or
"calendar call” requirement.

SENATOR LEE MOVED TO AMEND AND DO PASS A.B. 151, TO
INCLUDE THE CALENDAR CALL REQUIREMENT.

SENATOR PORTER SECONDED THE MOTION.
Senator Adler brought up the fact that some of the rural
counties did not have a "calendar call.”

THE MOTION CARRIED. (SENATORS ADLER, JAMES AND TITUS VOTED
"NO. Il)
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There being no further business to come before the committee,
the hearing was adjourned.
RESPECTFULLY SUBMITTED:

Marilyn Hofmann,
Committee Secretary

APPROVED BY:

Serator Mark A. James, Chairman

DATE:
Senate Committee on Judiciary

May 12, 1955
Page
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PROPOQSED AMENDMENTS TO
REGULATIONS 5.115, 14.010, 14.030 and 14.100

PURPOQOSE: To amend applicable provisions of Regulation 5.015, Regulation 14 010, Regulation 14 030 and
Regulation 14.100 to provide for the regulation and oversight of mu'tijurisdictional progressive prize systems; and
providing other matlers properly related thereto,

{LS&C Draft Dale Octobar 1, 2013)
New

[Peleted}
REGULATION 5§
OPERATION OF GAMING ESTABLISHMENTS

5.115 Periodic payments,

1. Except as provided in this regulation, & licensee shall remi the {olal prizes awarded lo a patron as the resull of
conducling any game including @ race book or sporis pool, foumament, conlest, or promotional activity
{hereinafar collectively referred Lo as “gaming or promoational aclivity”) conducted in Nevada gF grising from thy
operation af 8 muiti-jurisdictional progressive prize system upon vabdation of the prize payout

2 As used in this section of the regulalion

(a) ~Approved funding sources” means cash or LS. Treasiry securities that are used for the funding of a trust
putsuant to Regulation 5,115(3)(b) or the reserva method of funding percdic payments pursuant 1o Regulation
5.115(3)(c)

{b) “Brokerage firm" means an entity that:

{1} Is both a broker-dealer and an investmen adviser;

{2) Has one or mare classes of ils eql.lj‘ty' securities listed an the New York Stock Exchange or Amarican Stock
Exchange. or is a wholly-owned subsidiary of such an entity; and

{3] Has assets under management @_an amouni of $10 bilon or more as reported in its most recant repart on
Form 10-K or Form 10-G filed with the Unlled States Sacurlﬂeg ang Exchange Commission, er is a wholly-owned
subsidiary of such an antity.

(c) “Broker-dealer” means any person enm in the business of effecting transactions in securities for the
account of others or for his own account, and ™ -

(1) Is licansed as a broker-dealer with the Nevada etary of State pursuant lo NRS 90 310, as amaended. or

(2) Is exempt.from licensing pursuant PNRS 90. amended, and is registered as a broker-dealer with the
United SlatestSecurities and Exchange pmmission dnd the Natlonal Assaciatlon of Securilies Dealers pursuant
to Title 15 USC 780 as amended |

{d) "Chairman” means the chairman of tha board or his designee

(e) "Date of calcutatton” means the tast day lor which a discount rate was obtained prior to the conclusion of the
validation period

() "Discount rate” means the current prime rate as publishad in the Wall Sireet Journal For those licensees using
the reserve meihod of funding pursuant to Regulation 5.115(3)(c), “discount rale” means either (i) the
aforementioned current prime ‘sate, or (i) a blended rale computed from the various U S. Treasury securities
selecled by the licensee for which quotas are obtained at least throe times a month

(9} “Independent fnancial institution” means an institution that s not affiNated through common ownership with the
licensee and is either:

(1) A bank or national banking association that is authorized to do business in this stale. a banking corporalion
formed or regulated under the laws of this state or a wholly-owned subswiary of such a banking association or
carporation that is formed er requlated under lhe laws of this stale or a nationa! bark with an office in Nevada: or
{2) An Insurance company adrnitted 1o fransact insurance n the Stale of Nevada with an AM. Besl Insurance
rating of at least “A+" or such other equivalent raling.

() “Investment adviser” means any parson wha, for compensation. engagas in the business of advising others as
to the value of securities or as lo the advisability of investing in, purchasing or selling securilies, or who, for




compensalion and as a part of a regular business lssues or promuigales analyses or reporls conceming

securities and:

{1) Is regislerad as an investmenl adviser with the Nevada Secrefary of State pursuant lo NRS 90.330, as

amended, or

(2) Is registerad as an Investment adviser with the United States Securities and Exchanga Commissien pursuant

to Title 15 USC 80L-3a, as amended.

{i} "Periodic paymenis,” for purposes of this regulalion only, means a series of paymenls thal are paid at least

annually for prizes awarded through gaming or promotional activity.

(i) “Prasent value™ means the current value of a future payment or series of payments. discounted using the

discount rate.

(k) “Qualified prize” means Ihe sum of poriodic payments, awarded |o a patron as a result of any gaming or

promotional activilty, payab'e over a periad of al least 10 yews. ﬂ"—n

(I} “Qualilied prize oplion™ means an oplion that antiles a MI'! to racmm a ficensee a single cash payment

in lieu of raceiving a qualified prize, or any remaining p“ﬂﬂ thereof, which shall ba exercised no later than 60

days aller validation of the qualifed pnze.

{m) "Resorve™ means a restricled account consisting of apprpved funding swmgs used cxclusively to satisfy

perlodic paymants of prizes arising from all gaming or promotional activity conduétid in Nevade, including such
rizes @rigin m_the aperstion of a multi-jurisdictional pro give prize am,_and Includes any

existing funding methods previously approved by the board o commission. The reserve shall ndl* less than the

sum of the following:

{1) The present value of the aggregale remaining balapces owed on all prizes awarded to patrons who are

recaiving periodic payments For balances previously funded using U.S. Yressury securities, the discount rate on

the date of funding shall be used for calculating the-present value of the resefve.

(2) An amount sufficient 10 pay the single cash/payments offgred in conjunction with qualified prize options for

prizes previously awarded for which elections have not been miade by {he patrons:

(3) An amount sufficient 1o fully fund the present value of all prizes cumently on public display for which periodic

payments are offered

(4) If cash is used as Ihe approved funding source. an amount equal fo setisty the current liabiities fo all patrons

recewing penodic payments due and payable within 12 menths; and

({5) Any additiona! amounts admm:strnﬁvg]y required by the chafrman.

~ 43 used ip this persgrach the teem “multi-jurigdictiensl progressive prize system” shall have the

meaning ascribed try subgection 13 of reqilation 14.010.

{n) "Resticted ‘account” means an accound with an independent financial instilution described (n Regulation

5 115(2}{9){1) or a brokerage firm, which is lo ba exclusively used for the reserve method of funding of gaming or

promotional activity as provlded in !his regulation

{a} “Singlefcash paymenl” moans a single discounted |ump-sum cash payment in the amount of the present

value of the tolal periodic paymants oahemse dua and owing for a qualified prize,

less the amount of any partial payment of such qualified prize previously made by the licensee to a patron

{p) “Trusl” means an brevocable fiduclary relationship in which one person s the holder of the tite to the property

subject 1o an equitable obligation to keep or use the properly for the benefil of another

{q) "US. Treasury securities® means g negauable debt obligation issued and guaranieed by the U.8. govermment.

(r) "Validation period” means tha perlod of time between when a palron has met the conditions required to recaive

a prize, and when the prize payout ks validated The validation period shall not exceed 72 hours, unless otherwise

exlended by the chairman

3. Perindic payments of prizes awarded ta a patron as a resu't of conducting any gaming or promolional activily

may be made if the melhed of funding the periodic paymenls provides such payments to a patron through the

astablishmaent of any one of the following funding methods:

(3} An irrevocable surety bond or an irrevocable tetter of credt with an Independent financial institutfon which will

provide for either the perlodic paymenis or a single cash payment lor the remaining periodic payments should the

licensee default on paying the scheduled periodic payments for any reason. The form of the written agreement

aslablish.ng an krevocable surety bond or the Irrevocable letler of credit, and a wrillen cemmitment to execute

such bond or lgtter from the financial institution shall be submitted to the chairman for approval no less than 45

days prior to lhe commencement of the gaming or promotional activily.

{b) An Irrevocable trusl with an independent financial institution in accordance with a written trust agreement, the

form of which shall be submitted to the chalrman for approval ai least 45 days prior la the commancement of any
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new gaming of promotional aclivity, and which provides periodic payments from an unatlocated pool of 3esels 1o a
group of palrons and which shall expressiy prohlbit the patron from encumbering, assigning or ofherwise
transferring in any way his right to recaive the deferred portion of the prizes excepl to his eslate The assets of the
trust shall cansist of approved funding sources in an amount sufficicnt to meet the periodic payments as required.
(t) A reserve mainfained at all times by a liceneee, logather with the continuing satisfaction of and compliance
wilh cerain financial ratios and tests, and monitoring and reporling procedures related thereto, The conditions
under which a resarve method may be used shall be prescribed by the chairman In a written notice distribuled lo
licensees and all interested persons. Licenseas shall notily the chaiman In writing at least 45 days prior fo the
commencement of any new gaming or promotiona! activity for which pariedic payments may be used. Unlass
olherwise informed within such time period in writing by the chairman and assuming a stop order has not been
issued during such peried, the use of a reserve methed for unding periodic payments shall be deemed approved.
(d) Another method of providing the periodic payments to a patron consistent with the purpose of this regulation
and which is approved by the commission prior to the commencement of the gaming or promolional aclwity.
Proposad modifications lo a periodic payment plan previously approved by the commission shall ba submiited to
the chairman for review at least 45 days prior to the effeclive date of the uhg_gnne The chairman, after whatever
investigalion or review he deems necessary, may administratively approve the modification or require the licensee
to submit the requested modificalion Lo the commission for review and approval

4. The funding of periodic payment plans shall be completed within 30 days of the conclusion of the validation
period, or where a qualifiod priza option is offered for Buch prize payout. within 30 days ol Lhe data the palron
makes an e'ection thereunder. Where a single cash payment'is elecled, the ficensee shall paelo the patron in
cash, coified check or wire transfer the full amount less any prior payment(s) within 15 days afier recewing the
patron's written notification of such election.

5. Periodic paymanls shall not be used for prize payouts of $100,000 or less. Periodic payments for total amounts
won greater than $100,000 shall be paid as foliowst

{a} For amounts wan greater than $100,000, hd'a than $200,000, payments shall be at leasl $10,000 annually;
(b} For amounis wan greater than $200,000 or more. payments shall be no less than 1/20th of the total amount
annualy;

(c) For amounts wen equal to or In excess of $5,000,000, payments shall b made In the mannar set forth in (b),
above, o7 in such manner as approvad Qy {ha commission upan application by the licensee; and

{d) The first insialiment payment shall be. made upon the conchusion of the validation period, notwithstanding that
a qualified prze oplion may be offered to the patron. In the gyenl that a qualified prize option is offered Lo a
patron, It shafl not be construed as a requirernent that the patron shall receive & single cash payment instead of
periodic payments

Waivers of subsaclions (al, (b} and (g of this saction that have been praviously granied by the commission shall
remain in fifl foree and effect pursuant to the current berms and provisions of such waivers

B. The licanses shall provide the chairman with @n appropriale, signed legal documenl, prior to the
commencement of any gaming or promotional activily for which periodic payments are to be offered. thal shall
Irevacably and unconditionally remise, refease. indemnify and forever discharge the State of Nevada, the
commission, the board, and their mem'bér:, employees, agents and represaniatives, Including those of lhe
Attorney General's Offica, of and from sny and all claims. actions. causas of aclions, losses, damages, inbiitias,
costs, expenses and sults of any natufé whalsoever, In law or equity. Including reasanable attorney's fees, arising
from any acl or omission of ‘the commission and the board, and their members, employees, agoents and
represenlatives.

7. For any gaming or promotional activity for which psriodic payments are used, the licensee shall prowde a
notice on each gaming device or, if no gaming device is used, then in each gaming or pramotiona! area
specifically setting forth the terms of the paricdic payment plan, and include In B radio, tefavision, other elecironic
media, or print advertising that such prizes will be awarded using pariodic payments.

8 Notwithstanding any other regu'ation to the contrary, if a licensee oflers a qualified prize option 1o a patron wha
is awarded a qualified prize, the licensee shall provide the optian to the patron In writing wilhin five days afier the
conclusion of ihe vakidation perlod. Such wiitten option shall explain the method used lo compule the single cash
payment, including the discount rate as of tha date of calculation, and ghall stale that the patron is under no
obligation to accepl the offer of a single cash payment and may nevertheless eloct to receive pariodic payments
for the gualified prize.



@ The licensee shall maintain the following amounts, as applicable, related to each gaming or promotional activity
thal usos partindic payments In calculating its minimum bankroll requiroment for the purpose of complying with
Regulalion 6.150.

{a) For periodic payment plans approved in accordance with Reguiation § 115(3)(a). the installment paymenls
due within tha next 12-month period for all amounts won or on public display for which the licencee will be making
periadic payments.

{&) Fer pertodic payment plans approved in accordance with Ragulation 5.115{3)(b), the first installment payment,
if not yet paid, and the present value of all future payments:

{1) For amounts won of awarded but for which the funding has nol basn compisted; and

(2) For all prizes which have not been won or awarded but are on public display, including a progressive mater

{c} An alternative amount and/or methad required by the chalrman to salisfy the minimum bankroll requirement for
other approved funding plans used for periodic payments.

10 At all times the icensee is responsible for the payment of all prizes rasulting from any gaming or promotional
actily upon conciusion of the validallon pariod, regardiess of the method psed to fund the pericdic payments
allowed under this regulatian. In the event of a default by any financial instititicn with which the Hcensee has
contracted to guarantee or make periodic paymenls, the ficensee will be flable for the periodic payments owed lo
patrons.

11. At least annually, the licensee shall verify that the Independent financial instititien and brokerage firm being
used to guaraniee or remit periodic payments lo patrons or to hold approved fundlng sources related therelo
continues to meel the apphcable qualifications required by Reguiation 5,115(2) In the event that such enlilies are
found to no longer mect the defined raquirements, the licensee shall [mmediately nolify the chairman of the
change in status and wilhin 30 days provide a wrilten plan o comply with these requirements

12. At least 60 days prior to the cessalion of opecations, a Hicensee responsible for remitting pericdic payments {o
patrons shall submit a plan to salisfy Ihe liability for approval The chairman, after whatever mvestigation or review
he deems necessary, may approve the plan.

13. Copies of the related contracts and agreements executed piirsuant lo Regulation 5.115(3){a). {3)(b) and (3)(d)
shall be submilted o Ihe board within 30 days after exscution For alf .melhods of funding periodic payments, the
licensee mus{ mainiain documenls, executed contracts and agreements for s period no lass than the duration of

the periedic payments plus five years thereafter
14 Where a licensee is found lo be in poncompliance requirements provided in this reguiation,
the chairman may'raqire the licensee to immediately coase ny gaming or promolional aclivity for which

periodic payments are used or e may requife oiher correcive aclion.

15 Any (allure of the licensee to maintain full compliance with each and every provision set forth in th's regulauon,
includind'{l:me chairman's requirements established pursuant to Regulation 5115({3)(c). or any failure of the
licensee lo immediately natfy the chalfman of any noncompliance theraof, shall conslilule an unsuitable method
of operation. Such noncompliance may subject the ficensee to disciplinary action

16 The comm@i;p may waive one or more of the requirements of thie regutation il t makes a written finding thal
such waiver I5 consistent with the public policy set forth in NRS 463 0120

(Adopted: 2191 Amended 11/18/99. 2/22/1.)
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REGULATION 14

MANUFACTURERS, DISTRIBUTCRS, OPERATORS OF
INTER-CASINO LINKED SYSTEMS, GAMING
DEVICES, NEW GAMES, INTER-CASIND
LINKED SYSTEMS, ON-LINE SLOT METERING SYSTEMS, CASHLESS
WAGERING SYSTEMS AND ASSOCIATED
EQUIPMENT

14.010 Deflnitions. As used in this regulation, unless the contex| ctherwise requires:

1. "Assume Raspunsibllity' means to acquire complele control ovgg, or ownership of, a gaming device,
cashless wagering system, mobile gaming system or Interaglive gaming aystem

2, “Cashless wagering system” means the collsctive hardware. software, communications tachnology, and
other associated equipment used lo facililate wagering 6n any game or gaming device including mobile
gaming systems and interactive geming syslems wilh ather than chips, tokens or legal tender of the United
States The larm does not includa any race and sporis computerized bookmaklnq system thal accepls pari-
mutuel wagers, or any other race and sporls book systems that do not acoept wagering instruments or
process alectronic monay tranafers.

This type of associaled equipment is further defined in NRS 463.014.

3 “Chairman” means the chalrman of tha state gaming controf board or his designee

4 "Control Program™ means any software, source language or execufabla code which affects the result of
a wager by detarmining win or loss. The term Includes, but is not limited to, software, source language or
oxecutable code associated with the:

{a) Random number generation process;

{b) Mapping of random numbers to game eleniiifiis displayed as part of gama outcome

{c) Evalualion of Iha randomly selected game elements Lo delarmine win or logs:

(d) Paymeni of winning wagers,

(e) Game recall;

{fi Game accounting including the reporting of mater and log Information to on-fine slot melering system,

(9) Monatary transactions conductad associaled eqlipment;

(h) Sohwara veiffication and authenlication functions which are specifically designed and Intended for yse
in a gaming device;

(i) Monitoring and generation of game tilts or erfor candilions. and

(i) Game operaling systems which are specaﬂmliy designed and intended for use in a gaming device.

5. "Conversion” maans a change fn a paming device from one pre-approved configuration lo anolher pre-
approved configuration or from one approved mode of play to another approved mode of play

& "Distribution™ of "distribute” means;

{(a) The sale,offering for sale. lease, offering for loase, licensing or other offer of any gaming device,
cashless wagering systom. mobile gaming system or inleractiva gaming system for use or play in Nevada, or

{b) The sale, offering for sale, leasa, offering for lease or other offer of any gaming device, cashless
wagering syslem, mobile gaming 5y5_lerr| or interactive gaming system from a location within Nevada

7. “Distributor” means 2 person or enlity thal distribules any gaming device, cashess wagering system,
mobile gaming system or interactive gaming system

8 “Distributor of associated"&@fipment” is any person that seils, offers ta sell, leases, offers to lease,
|lcenses markets, offers, or otherwise offars assoclated equipment in Mevada for use by licensees.

9. “Equipment assoclated with interactive gaming” means associated equipment as defined within NRS
463.0136.

10. “Inleractive gaming system® s a garning device and means the colleciive handware, soflware,
communications technology. and proprstary hardware and software specifically designed or modified for,
nrd intended for use in. the conduct of interactive gaming. The core components of an interactive gaming
syslem, including servers and databases running the games on the interactive gaming system and storing
game and inleractive gaming accournt Information, must bo localed in the Stale of Nevada excepl as
otherwise permilted by the chairman or his designes.

11. "Game cutcome” is the final result of the wager.



12. "Game variation” means a change or altaralion in a game or gambling game thal affects the manner or
mode of play of an approved game. This includes, but is not imited to, the addition or

ramoval of wagering opportunilies or a change in the theoretical hold percentage of the game. The term
pame or gambling game is defined In NRS 463 0152

13 "Indepandent contractor” means any person who:

{a) Is not an employee of a licensed manufacturer; and

(b) Pursuant to an agreement with a licensed manufacturer:

{1) Designs, develops, programs, producas or composes a control program on behalf of the licensed
manufaciurer, ar

(2} Designs, develops, produces or composas software, source language of executable code intended
to be compiled Into a control program by the licensed manufacturer.

= As ysed in this regulation “licensed manufacturer” inclugdes any affijate t!}q ‘is awned or controlled by ar
undear comman control with tha licensee.

14. "Independent testing laboratory" means a privale, laboralory that g registered by the commission to
inspect and certify games, gaming davices, assccisled equipmant. cashiess wagering systems, inter-casine
linked systems, moblle gaming systems or interaclive garging systems. and ‘any companents thereof and
madifications therato, and to perform such cther services as tboboafg and commission may request.

15, “Inter-casine linked system™ means [an-inter-casino Hnkod-syetem includingl

[a} A nerwork of electranically interfaced similar games wivich are focated o1 b or_mgry licensed
gaming estabilishmernis thal are inked (o; i

{1) Conduct gaming aciivitias, contests or tourmigmerits; or
{2} Faciiitate participetion in # commaon rog Efive prire system

= __and the collactiva bardware, software, ‘echnology and olher associated equipment
used in _such system o link and monitor games or devices located at two or_ more licensed gaming
establishments_including any associated &
prize systom

(b} Systems that solely record & potriiiagering activity among m propaerties are not inter-casino
linked systems [Thistorm-ls furthes dafined in NRE 45.1,;1643.]

ive_pripy.
software, communjcgiions techn and ofher gs i ent used ta link and monifor
progressive siod machings or other grmes among liceosed gaming esteblishments in thiz state
Mﬂw and one or more lawlully operated gaming locationg in
other ju ons #tog $hat participate in a similar gyatem for the purposs of
i Hon in & comm ﬂ I

16 "Inter-casino linked system medification” means a change or alieration lo an inter-casino linked system
made by an opsrator who has been pnvionsly apWed by the commission to operate that system. With
regard 1o Inter-casino linked systems that Enk progressive payout schedules, the term Includes, tut ts nol
limited to.

(a) A change in 8 system name or thema, or

{b) A change in gaming device denomination

17. "Manufacture™ means:

{a) To manufaciure, produca, program, design, control the design of, maintain a copyright over or make
medifications to a gaming devics, cashless wagering sysiem, mabile gaming system or intaractive gaming
system. including proprietary software or hardware;

{b) To direcl, contre or assume rasponsibility for the methods and processes used to design, develop,
program, assemble, produce, fabricale, compose and combine the components and other tangible objects of
any gaming device, cashless wagering system, mobile paming system or inlaractive gaming system,
inctuding proprietary software or hardware; or

{c) To assemble, or control the assembly of, a gaming device, cashless wagering system, mobile gaming
system or inleraclive gaming system, including proprietary software or hardware

18. "Manulacturer” means 8 person who operales, cardes on, conducls or maintans any form of
manufacture

19. "Manufacturer of associated equipmeant” is any person thal manufaciures, assambles, or produces any
associated equipment, including inler-casina linked systems. for use In Nevada by licensees
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20. “Manufacturer of Equipment Assccialed with Interaclive Gaming®™ means any person that
manufactures, assembles, or produces any equipment asscclated with interactive gaming

21. *"Mobile gaming system” or “system” means a system that allows for the conduct of games lhrough
mobile communications devices operated solely within a licensed gaming establishment by the use of
communications technology that allows a patron to bel or wager, and correspanding informalion re‘aled to
the display of tha game, gaming cutcomes or other similar information.

22. “Mohile gaming system madification” means any change or alteration 1o a moblle gaming system made
by a manufacturer from its approved configuration

23 “Modficalion” means a change or alleralion in & gaming device praviously approved y the commission
for use or play in Nevada that aFfects the manner or mode of play of (he device The term includes a change
to cantrol or graphics programs and, excopl as provided in paragraphs (d) and {e}. in lhe theorelical hold
percentage The term does nol include.

{a) A conversion;

{t) Replacement of one component with another, pre-apgroved compornent,

(c) The rebuilding of a previously approved device with pre-approved components

{d) A change In the theoretical hold percentage ot 8 mechapical or, electra-mechanical device, provided
thal the device as changed meels the standards of Regulation 14,040{1 ) or

(e) A change in the theoretical hold percentage of an electronic device which is the result of a lop award
jackpot or bonus jackpot payment which is pald directly by an attendant and which s not accounted for by
the device

24, “On-line slot metering systern” means the coliective hardware, software and olher associated
equipment used to monitor, accumulate, and record meter information from gaming devices within a licensed
establishment.

25 "Operalor” means, excep! a3 otherwige provided, any pamson or enmy holding a license to operate,

(2} [a14n inter-casino linked system or moblie gaming system in Nevadal {;

(B} laperonpeanlity-elking 2 lcense-to oparaie 2)A-siot machine route that operales an inler-casing
linked system for slol machines only;-=#;

(€} la-poeson gepnity holdmg-a-loenss o-aperaie—alA nonrestrictad gaming operalion thal operates an
inter-casing linked syslarn of affiliates;or

{t An Intsr-casing jinked yystem prner the precedfng parpgraphs (al or (b) of this section which
syatem plsa :iw {9 orgtherwise fncarporates & muit-jgrisdfct:anal progressive prize gysfem

268 “Privaisinedidence”™ means a noncommedcial struclure used by a nalural person as a place of abade
and which is not used for 8 commaercial purpose.

27 “Prnpﬁé'tary hardware and software” means hardware or software specifically designed lor use in a
gaming device including a mobile gaming system and Interactive gaming system

28 “Randompess” is the observed unpredictabilily and absence of patfom in a sot of eiements or events
that have definiia probabiiities of occure

29 "Thema" meana a concept, subject matter and methodolagy of design

14.030 Approval ol"l'ﬁ':g devices =nd the operation of new intes-casino linked sysiems; applications
and proceduraes.

1. A manufaciurer or distributor shall not distribute a gaming device In Nevada and a licansee shall not offer a
gaming davice for play unless'it has been approved by Ihe comimission or s offered for piay pursuant lo a figld
test orderad by the chaiman, "

2 An operator of an inter-casine linked system shall nol install and operale a new inter-casino finked system in
Nevada and a licensee shall not offer any gaming device or game for play that is parl of such a syslem unless
operalion of the mier-casing linked syslem and all paming devices or games that are part of of connecled lo the
inter-casing linked system have been approved by lhe commission or are offered for play pursuant o a fietd test
ordered by (he chairman.

3. Applications for approval of a new gaming device or to operate a new inler-casino linkaa system shall be
made and processed in such manner and using such forms as the chaimman may prescribe Oniy licensed
manufacturers may apply for approval of a new gaming device. Only operators may apply for approval to operate
a new inter-casina linked system.

4. At the chairman's request an applicant for & manufaciurer's or inter-casing linked systom operator’s license
shall. or upon the chairman's prior approval an applicant for a manufacturer's or operator's license may, apply for
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a preliminary delemination that a new gaming device or new inter-cesino linked system meets the standards
required by this regulation

5. Each application shall include, in additien to other tems or Information as the cheirman may require:

(a) A complela, comprehensive, and technically accurate description and explanation in both technical and lay
language of the manner in which 1he device or Intar-casino inked system operates and complias will all applicable
stalutes, regulations and lechnical standards, signed under penalty of perjury;

{b) A stalemenl under penalty of perjury that, 1o the best of the manufacturer's knowledge, the gaming davice
meals the standards of section 14.040 or, in the case of an inler-casino linked sysiem, that to the bast of the
operator's knowledge the systam mests the slandards of section 14.045;

{c} In the case of a gaming device, a copy of all executable software, including data and graphic information,
and a copy of all source code for programs thal cannot be reasonably demonstmled la have any use other than in
a gaming device, submitted on etectronically readabls, una la media;

{d) In Lthe case of a gaming devica, a copy of all graphl s disptayed on the gaming device including, but
not Imited to, reel strips, rules, Instructions and payla

{e} In the case of an Inter-casino knked systemn:

{1) An operator’s manual;

{2) A network lopology diagram;

(3} An infernal conirol system,

{4} A hold harmless agreement; |

(5} A graphlcal reprasentation of the system theme and alf related signage, [and;

{6} Information sufficient lo calculate a theoretical ff schedule amount including. but not limited to, the
base end resel amounts, the total contribution p and & breakdown of ihat percentage including
contribution rates to ali progressive payoff schedujas and all reset funds tha odds of winning the progressive
payofl schedule and the amount of the wager required 1o win the prograssive payoff schedule: and

(7} The form of any rmyeit! or writipn iHicatlons parmitted or uired of an oparsior by any
pther siste or ribal government snd sffgcting s mullijurisdictional progresshhe prize syytem.

{1 Ins the case of @ moblle gaming sysfém:

{1) An operatar's manual;

{2) A natwork topology diagrant;

{3) An intemal conirol system, and

4) A descﬂﬁuﬁ of tha method used to Isolale game function to the araas fsted in Regulation 5.220(1)i),
and

(g) Al materials relating 1o the, resulis of the registered independent testing laboralory's inspection and
certification process that are required under section 14 400

14.100 Finsl approval of new gaming devices and new inter-casine linked systams.

1. After completing its evaluation of the new gaming device or the oparation of a new Inter-casing linked system,
the board shall racommend to the comimission whether the application for approval of the new gaming device or
operation of a new Infar-casing linked system should be granled.

2. In considering whathar a naw gaming device or cperalion of a new inler-casino linked system will be given
tinal approval, the board and commission shall consider whether:

{z} Ja)Approval of the new gaming device or operation of 2 new Inter-casina linked system is consislent with the
public palicy of this state.

(b} The terms of any agreerpeni or writien specifications permitted or reguirgd of an operator by any
ather state or tribal government snd sffecting a multijurisdictional progressive prize sysiem comoiy:

(1] With the provisions of these megulations. and

(2] include procedures sstisfectory g the ;gmm tgion for:
| Ensuri il i s tion & of uila 14,

(B) Resolution of paton disputes under pr::r_-eduraf and substantive reguiroments sgual o or
greater than the stenderds spplied by the board.

{(C} Surveillance and security of gaming devices connecied Ig Such systam.

{0l Reeord-keeping and record-riigition;
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PROPOSED AMENDMENTS TO
REGULATIONS 5.115, 14.010, 14.030 and 14.100

PURPOSE: To amend applicable provisions of Regulation 5.015, Regulation 14.010, Regulation 14.030 and
Regulation 14.100 to provide for the regulation and oversight of multi-jurisdictional progressive prize systems; and
providing other matters properly related thereto.

{LS&C Draft Date October 9, 2013)
New

(Deleted]
REGULATION 5
OPERATION OF GAMING ESTABLISHMENTS

5.115 Periodic payments.

1. Except as provided in this regulation, a licensee shall remit the total prizes awarded to a patron as the result of
conducting any game, including a race book or sports pool, tournament, contest, or promotional activity
{hereinafter collectively referred to as “gaming or promotional activity”) conducted in Nevada or arising from the
operation of a multi-jurisdictional progressive prize system upon validation of the prize payout.

2. As used in this section of the regulation:

(a) “Approved funding sources” means cash or U.S. Treasury securities thal are used for the funding of a trust
pursuant to Regulation 5.115(3)(b} or the reserve method of funding periodic payments pursuant to Regulation
5.115(3)(c).

{b) "Brokerage firm" means an entity that:

(1) Is both a broker-dealer and an investment adviser;

{2) Has one or more classes of its equity securities listed on the New York Stock Exchange or American Stock
Exchange, or is a wholly-owned subsidiary of such an entity; and

{3) Has assets under management in an amount of $10 billion or more as reported in its most recent report on
Form 10—K or Form 10-Q filed with the United States Securities and Exchange Commission, or is a wholly-owned
subsidiary of such an entity.

(c) “Broker-dealer” means any person engaged in the business of effecting transactions in securities for the
account of others or for his own account; and:

(1) Is licensed as a broker-dealer with the Nevada Secretary of State pursuant to NRS 90.310, as amended; or

(2) Is exempt from licensing pursuant to NRS 90.320, as amended, and s registered as a broker-dealer with the
United States Securities and Exchange Commission and the National Association of Securities Dealers pursuant
to Title 15 USC 780 as amended.

(d) "Chairman” means the chairman of the board or his designee.

(e) “Date of calculation” means the last day for which a discount rate was obtained prior to the conclusion of the
validation period.

(f) “Discount rate” means the current prime rate as published in the Wall Street Journal. For those licensees using
the reserve method of funding pursuant to Regulation 5.115(3)(c), “discount rate” means either. (i) the
aforementioned current prime rate, or (i) a blended rate computed from the various U.S. Treasury securities
selected by the licensee for which quotes are obtained at least three times a month.

(9) “Independent financial institution” means an institution that is not affiliated through common ownership with the
licensee and is either:

(1) A bank or national banking association that is authorized to do business in this state, a banking corporation
formed or regulated under the laws of this state or a wholly-owned subsidiary of such a banking association or
corporation that is formed or regulated under the laws of this state or a national bank with an office in Nevada; or
(2) An insurance company admitted to transact insurance in the State of Nevada with an A.M. Best Insurance
rating of at least “A+” or such other equivalent rating.

(h) "Investment adviser” means any person who, for compensation, engages in the business of advising others as
to the value of securities or as to the advisability of investing in, purchasing or selling securities, or who, for



compensation and as a part of a regular business issues or promulgates analyses or réporis concerning
securities and.

(1) Is registered as an investment adviser with the Nevada Secretary of State pursuant to NRS 80.330, as
amended, or

(2) Is registered as an investment adviser with the United States Securities and Exchange Commission pursuant
to Title 15 USC 80b~3a, as amended.

(i) "Pericdic payments,” for purposes of this regulation only, means a series of payments that are paid at least
annually for prizes awarded through gaming or promotional activity.

{j) “Present value" means the current value of a future payment or series of payments, discounted using the
discount rate.

(k) “Qualified prize" means the sum of periodic payments, awarded to a patron as a result of any gaming or
promotional activity, payable over a period of at least 10 years.

(1) “Qualified prize option” means an option that entitles a patron to receive from a licensee a single cash payment
in lieu of receiving a qualified prize, or any remaining portion thereof, which shall be exercised no later than 60
days after validation of the qualified prize.

{m) “Reserve” means a restricted account consisting of approved funding sources used exclusively to satisfy
periodic payments of prizes arising from all gaming or promotional activity conducted in Nevada, including such
prizes arising from the operation of a multi-jurisdictional progressive prize system. and includes any
existing funding methods previously approved by the board or commission. The reserve shall not be less than the
sum of the following:

{1) The present value of the aggregate remaining balances owed on all prizes awarded to patrons who are
receiving periodic payments. For balances previously funded using U.S. Treasury securities, the discount rate on
the date of funding shall be used for calculating the present value of the reserve.

(2) An amount sufficient to pay the single cash payments offered in conjunction with qualified prize options for
prizes previously awarded for which elections have not been made by the patrons;

(3) An amount sufficient to fully fund the present value of all prizes currently on public display for which periodic
payments are offered,

(4) If cash is used as the approved funding source, an amount equal to satisfy the current liabilities to all patrons
receiving periodic payments due and payable within 12 months; and

(5) Any additional amounts administratively required by the chairman,

= As used in this paragraph, the term "muitl-lurigdictional progressive prize system” shall have the
meaning ascribed by subsection 15 of regulation 14.010,

{n) “Restricted account” means an account with an independent financial institution described in Regulation
5.115(2)(g){1), or a brokerage firm, which is to be exclusively used for the reserve method of funding of gaming or
promotional activity as provided in this regulation.

{o) “Single cash payment” means a single discounted, lump-sum cash payment in the amount of the present
value of the total periodic payments otherwise due and owing for a qualified prize,

less the amount of any partial payment of such qualified prize previously made by the licensee to a patron.

{p) "Trust’ means an irrevocable fiduciary relationship in which one person is the holder of the title to the property
subject to an equitable obligation to keep or use the property for the benefit of another.

(9) “U.S. Treasury securities" means a negotiable debt obligation issued and guaranteed by the U.S. government.

{r) "Validation period” means the period of time between when a patron has met the conditions required to receive
a prize, and when the prize payout is validated. The validation period shall not exceed 72 hours, unless otherwise
extended by the chairman.

3. Periodic payments of prizes awarded to a patron as a result of conducting any gaming or promotional aclivity
may be made if the method of funding the periodic payments provides such payments to a patron through the
establishment of any one of the following funding methods:

{a) An irmevocable surety bond or an irrevocable letter of credit with an independent financial institution which will
provide for either the periodic payments or a single cash payment for the remaining periodic payments should the
licensee default on paying the scheduled periodic payments for any reason. The form of the written agreement
establishing an irrevocable surety bond or the irrevacable letter of credit, and a written commitment to execute
such bond or letter from the financial institution, shall be submitted to the chairman for approval no less than 45
days prior to the commencement of the gaming or promotional activity.

(b) An irrevocable trust with an independent financial institution in accordance with a written trust agreement, the
form of which shall be submitted to the chairman for approval at least 45 days prior to the commencement of any
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new gaming or promotional activity, and which provides periodic payments from an unallocated pool of assets to a
group of patrons and which shall expressly prohibit the patron from encumbering, assigning or otherwise
transferring in any way his right to receive the deferred portion of the prizes except to his estate. The assets of the
trust shail consist of approved funding sources in an amount sufficient to meet the periodic payments as required.

(c} A reserve maintained at all times by a licensee, together with the continuing satisfaction of and compliance
with certain financial ratios and tests, and monitoring and reporting procedures related thereto. The conditions
under which a reserve method may be used shall be prescribed by the chairman in a written notice distributed to
licensees and all interested persons. Licensees shall notify the chairman in writing at least 45 days prior to the
commencementi of any new gaming or promotional activity for which periodic payments may be used. Unless
otherwise informed within such time period in writing by the chairman and assuming a stop order has not been
issued during such period, the use of a reserve method for funding periodic payments shall be deemed approved.

(d) Another method of providing the periodic payments to a patron consistent with the purpose of this regulation
and which is approved by the commission prior to the commencement of the gaming or promotional activity.
Proposed medifications to a periodic payment plan previously approved by the commission shall be submitted to
the chairman for review at least 45 days prior to the effective date of the change. The chairman, afier whatever
investigation or review he deems necessary, may administratively approve the modification or require the licensee
to submit the requested modification to the commission for review and approval.

4, The funding of periodic payment plans shall be completed within 30 days of the conclusion of the validation
period, or where a qualified prize option is offered for such prize payout, within 30 days of the date the patron
makes an election thereunder. Where a single cash payment is elected, the licensee shall pay o the patron in
cash, certified check or wire transfer the full amount less any prior paymenlt(s) within 15 days after receiving the
patron's written notification of such election.

5. Periodic payments shall not be used for prize payouts of $100,000 or less. Periodic payments for total amounts
won greater than $100,000 shall be paid as follows:

(@) For amounts won greater than $100,000, but less than $200,000, payments shall be at least $10,000 annually,
{b) For amounts won greater than $200,000 or more, payments shall be no less than 1/20th of the total amount
annually;

{c) For amounts won equal to or in excess of $5,000,000, payments shall be made in the manner set forth in (b),
above, or in such manner as approved by the commission upon application by the licensee; and

{(d) The first instaliment payment shall be made upon the conclusion of the validation period, notwithstanding that
a qualified prize option may be offered to the patron. In the event that a qualified prize option is offered to a
patron, it shall not be construed as a requirement that the patron shall receive a single cash payment instead of
periodic payments.

Waivers of subsections {a), (b) and (c) of this section that have been previously granted by the commission shall
remain in full force and effect pursuant to the current terms and provisions of such waivers.

6. The licensee shall provide the chairman with an appropriate, signed legal document, prior to the
commencement of any gaming or promotional activity for which periodic payments are to be offered, that shall
irrevocably and unconditionally remise, release, indemnify and forever discharge the State of Nevada, the
commission, the board, and their members, employees, agents and representatives, including those of the
Attorney General's Office, of and from any and all claims, actions, causes of actions, losses, damages, liabilities,
costs, expenses and suits of any nature whatsoever, in law or equity, including reascnable atiorney's fees, arising
from any act or omission of the commission and the board, and their members, employees, agents and
representatives.

7. For any gaming or promotional activity for which periodic payments are used, the licensee shall provide a
notice on each gaming device or, if no gaming device is used, then in each gaming or promotional area
specifically setting forth the terms of the periodic payment plan, and include in all radio, television, other electronic
media, or print advertising that such prizes will be awarded using periodic payments.

8. Notwithstanding any other regulation to the contrary, if a licensee offers a qualified prize option to a patron who
is awarded a qualified prize, the licensee shall provide the option to the patron in writing within five days after the
conclusion of the validation period. Such written option shall explain the method used to compute the single cash
payment, including the discount rate as of the date of calculation, and shall state that the patron is under no
obligation to accept the offer of a single cash payment and may nevertheless elect to receive periodic payments
for the qualified prize.



9. The licensee shall maintain the following amounts, as applicable, related to each gaming or promotionai activity
that uses periodic payments in calculating its minimum bankroll requirement for the purpose of complying with
Regulation 6.150;

{(a) For periodic payment plans approved in accordance with Reguiation 5.115(3)(a), the installment payments
due within the next 12-manth period for all amounts won or on public display for which the licensee will be making
periodic payments.

(b) For pericdic payment plans approved in accordance with Regulation 5.115(3)(b), the first installment payment,
if not yet paid, and the present value of all future payments:

(1) For amounts won or awarded but for which the funding has not been completed; and

(2) For all prizes which have not been won or awarded but are on public display, including a progressive meter.

{c) An alternative amount and/or method required by the chairman to satisfy the minimum bankroll requirement for
other approved funding plans used for periodic payments.

10. At all times the licensee is responsible for the payment of all prizes resulting from any gaming or promotional
activity upon conclusion of the validation period, regardless of the method used to fund the periodic payments
allowed under this regulation. In the event of a default by any financial institution with which the licensee has
contracted to guarantee or make periodic payments, the licensee will be liable for the periodic payments owed to
patrons.

11. At least annually, the licensee shall verify that the independent financial institution and brokerage firm being
used to guarantee or remit periodic payments to patrons or to hold approved funding sources related thereto
continues to meet the applicable qualifications required by Regulation 5.115(2). In the event that such entities are
found to no longer meet the defined requirements, the licensee shall immediately notify the chairman of the
change in status and within 30 days provide a written plan to comply with these requirements.

12. At least 60 days prior to the cessation of operations, a licensee responsible for remitting periodic payments to
patrons shall submit a plan to satisfy the liability for approval. The chairman, after whatever investigation or review
he deems necessary, may approve the plan.

13. Copies of the related contracts and agreements executed pursuant to Regulation 5.115(3)(a), (3)(b) and (3)(d)
shall be submitted to the board within 30 days after execution. For all methods of funding periodic payments, the
licensee must maintain documents, executed contracts and agreements for a period no less than the duration of
the periodic payments plus five years thereafter.

14, Where a licensee is found to be in noncompliance with the funding requirements provided in this regulation,
the chairman may require the licensee to immediately cease offering any gaming or promotional activity for which
periodic payments are used or he may require other corrective action.

15. Any Failure of the licensee to maintain full compliance with each and every provision set forth in this regulation,
including the chairman's requirements established pursuant to Regulation 5.115(3)(c), or any failure of the
licensee to immediately notify the chairman of any noncompliance thereof, shall constitute an unsuitable method
of operation. Such noncompliance may subject the licensee to disciplinary action.

16. The commission may waive one or more of the requirements of this regulation if it makes a written finding that
such waiver is consistent with the public policy set forth in NRS 463.0129.

(Adopted: 2/91. Amended: 11/18/99; 2/22/01.)
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REGULATION 14

MANUFACTURERS, DISTRIBUTORS, OPERATORS OF
INTER-CASINO LINKED SYSTEMS, GAMING
DEVICES, NEW GAMES, INTER-CASINO
LINKED SYSTEMS, ON-LINE SLOT METERING SYSTEMS, CASHLESS
WAGERING SYSTEMS AND ASSOCIATED
EQUIPMENT

14.010 Definitions. As used in this regulation, unless the context otherwise requires:

1. "Assume Responsibility" means to acquire complete control over, or ownership of, a gaming device,
cashiess wagering system, mobile gaming system or interactive gaming system.

2. “Cashless wagering system” means the collective hardware, software, communications technology, and
other associated equipment used to facilitate wagering on any game or gaming device including mobile
gaming systems and interactive gaming systems with other than chips, fokens or legal tender of the United
States. The term does not include any race and sports computerized bookmaking system that accepts pari-
mutuel wagers, or any other race and sports book systems that do not accept wagering instruments or
process electronic money transfers.

This type of associated equipment is further defined in NRS 463.014.

3. “Chairman” means the chairman of the state gaming control board or his designee.

4, "Control Program" means any software, source language or executable cade which affects the result of
a wager by determining win or loss. The term includes, but is not limited to, software, source language or
executable code associated with the:

(a) Random number generation process;

(b) Mapping of random numbers to game elements displayed as part of game outcome,

(c) Evaluation of the randomly selected game elements to determine win or loss;

(d) Payment of winning wagers;

(e} Game recall,

{f} Game accounting including the reporting of meter and log information to on-line slot metering system,

{g) Monetary transactions conducted with associated equipment;

{(h) Software verification and authentication functions which are specifically designed and intended for use
in a gaming device;

{i) Monitoring and generation of game tilts or error conditions,; and

{j) Game operating systems which are specifically designed and intended for use in a gaming device.

5. "Conversion” means a change in a gaming device from one pre-approved configuration to another pre-
approved configuration or from one approved mode of play to another approved mode of play.

6. "Distribution” or "distribute” means:

(a) The sale, offering for sale, lease, offering for lease, licensing or other offer of any gaming device,
cashless wagering system, mobile gaming system or interactive gaming system for use or play in Nevada, or

(b) The sale, offering for sale, lease, offering for lease or other offer of any gaming device, cashless
wagering system, mobile gaming system or interactive gaming system from a location within Nevada.

7. "Distributor” means a person or entity that distributes any gaming device, cashless wagering system,
mobile gaming system or interactive gaming system.

8. "Distributor of associated equipment” is any person that sells, offers to sell, leases, offers to lease,
licenses, markets, offers, or otherwise offers associated equipment in Nevada for use by licensees.

9. "Equipment associated with interactive gaming” means associated equipment as defined within NRS
463.0136.

10. “Interactive gaming system” is a gaming device and means the collective hardware, software,
communications technology, and proprietary hardware and software specifically designed or modified for,
and intended for use in, the conduct of interactive gaming. The core components of an interactive gaming
systemn, including servers and databases running the games on the interactive gaming system and storing
game and interactive gaming account information, must be located in the State of Nevada except as
otherwise permitted by the chairman or his designee.

11. “Game outcome” is the final resulit of the wager.



12. "Game variation" means a change or alteration in a game or gambling game that affects the manner or
mode of play of an approved game. This includes, but is not limited to, the addition or

removal of wagering opportunities or a change in the theoretical hold percentage of the game. The term
game or gambling game is defined in NRS 463.0152.

13. "Independent contractor” means any person who:

(a) Is not an employee of a licensed manufacturer; and

{b) Pursuant to an agreement with a licensed manufacturer:

(1) Designs, develops, programs, produces or composes a control program on behalf of the licensed
manufacturer; or

(2) Designs, develops, produces or composes software, source language or executable code intended
to be compiled into a control program by the licensed manufacturer.

~ As used in this regulation “licensed manufacturer” includes any affiliate that is owned or controlled by or
under common control with the licensee.

14. "Independent testing laboratory” means a private laboratory that is registered by the commission to
inspect and certify games, gaming devices, associated equipment, cashless wagering systems, inter-casino
linked systems, mobile gaming systems or interactive gaming systems, and any components thereof and
modifications thereto, and to perform such other services as the board and commission may request.

15. “Inter-casino linked system” means [an-inter-casino-linked-system-including);
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16. "Inter-casino linked system modification” means a change or alteration to an inter-casino linked system
made by an operator who has been previously approved by the commission to operate that system. With
regard to inter-casino linked systems that link progressive payout schedules, the term includes, but is not
limited to:

(a) A change in a system name or theme; or

(b) A change in gaming device denomination.

17. "Manufacture” means:

{(a) To manufacture, produce, program, design, control the design of, maintain a copyright over or make
madifications to a gaming device, cashless wagering system, mobile gaming system or interactive gaming
system, including proprietary software or hardware;

(b) To direct, control or assume responsibility for the methods and processes used to design, develop,
program, assemble, produce, fabricate, compose and combine the components and other tangible objects of
any gaming device, cashless wagering system, mobile gaming system or interactive gaming system,
including proprietary software or hardware; or

(c) To assemble, or control the assembly of, a gaming device, cashless wagering system, mobile gaming
system or interactive gaming system, including proprietary software or hardware.

18. “Manufacturer” means a person who operates, carries on, conducts or maintains any form of
manufacture.

19. “Manufacturer of associated equipment” is any person that manufactures, assembles, or produces any
associated equipment, including inter-casino linked systems, for use in Nevada by licensees.
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20. “Manufacturer of Equipment Associated with Interactive Gaming” means any person that
manufactures, assembles, or produces any equipment associated with interactive gaming.

21. “Mobile gaming system" or “system” means a system that allows for the conduct of games through
mobile communications devices operated solely within a licensed gaming establishment by the use of
communications technology that allows a patron to bet or wager, and corresponding information related to
the display of the game, gaming outcomes or other similar information.

22. *Mobile gaming system modification" means any change or alteration to a mobile gaming system made
by a manufacturer from its approved configuration.

23. “Madification” means a change or alteration in a gaming device previously approved by the commission
for use or play in Nevada that affects the manner or mode of play of the device. The term includes a change
to control or graphics programs and, except as provided in paragraphs (d) and (e), in the theoretical hold
percentage. The term does not include:

(a) A conversion,

(b) Replacement of one component with another, pre-approved component;

(c) The rebullding of a previously approved device with pre-approved components;

(d) A change in the theoretical hold percentage of a mechanical or electro-mechanical device, provided
that the device as changed meets the standards of Regulation 14.040(1); or

{e) A change in the theoretical hold percentage of an electronic device which is the result of a top award
jackpot or bonus jackpot payment which is paid directly by an attendant and which is not accounted for by
the device.

24. “On-line slot metering system” means the collective hardware, software and other associated
equipment used to monitor, accumulate, and record meter information from gaming devices within a licensed
establishment.

25, "Operator’ means, except as otherwise provided, any person or entity holding a license to operate;

{(a) falAn inter-casino linked system or mobile gaming system in Nevadafi;

{b) [a-person-or-entity-holding-aliconge-to-operate-aJA slot machine route that operates an inter-casino
linked system for slot machines onlyf,-e+;

{c) [a-person-orentity-holding-a license-to-operate-a]A nonrestricted gaming operation that operates an
inter-casino linked system of affiliates; or

{d} An Inter-casino linked system under the preceding paragraphs (a) or (b} of this section which
system also Is linked to or otherwlse incorporates a multi-jyrisdictional progressive prize system.

26. “Private residence” means a noncommercial struciure used by a natural person as a place of abode
and which is not used for a commercial purpose.

27. “Proprietary hardware and software” means hardware or software specifically designed for use in a
gaming device including a mobile gaming system and interactive gaming system.

28. “Randomness” is the observed unpredictability and absence of pattern in a set of elements or events
that have definite probabilities of occurrence.

29. "Theme” means a concept, subject maiter and methodology of design.

14.030 Approval of gaming devices and the operation of new inter-casino linked systems; applications
and procedures.

1. A manufacturer or distributor shall not distribute 2 gaming device in Nevada and a licensee shall not offer a
gaming device for play unless it has been approved by the commission or is offered for play pursuant to a field
test ordered by the chairman.

2. An operator of an inter-casino linked system shall not install and operate a new inter-casino linked system in
Nevada and a licensee shall not offer any gaming device or game for play that is part of such a system unless
operation of the inter-casino linked system and all gaming devices or games that are part of or connected to the
inter-casino linked system have been approved by the commission or are offered for play pursuant to a field test
ordered by the chairman.

3. Applications for approval of a new gaming device or o operate a new inter-casino linked system shall be
made and processed in such manner and using such forms as the chairman may prescribe. Only licensed
manufacturers may apply for approval of a new gaming device. Only operators may apply for approval to operate
a new inter-casino linked system.

4. At the chairman's request an applicant for a manufacturer's or inter-casino linked system operator's license
shall, or upon the chairman’s prior approval an applicant for a manufacturer's or operator’s license may, apply for
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a preliminary determination that a new gaming device or new inter-casino linked system meets the standards
required by this regulation.

5. Each application shall include, in addition to other items or information as the chairman may require:

(a) A complete, comprehensive, and technically accurate description and explanation in both technical and lay
language of the manner in which the device or inter-casino linked system operates and complies will all applicable
statutes, regulations and technical standards, signed under penalty of perjury;

(b) A statement under penalty of perjury that, to the best of the manufacturer's knowledge, the gaming device
meets the standards of section 14.040 or, in the case of an inter-casino linked system, that to the best of the
operator's knowledge the system meets the standards of section 14.045;

{c) In the case of a gaming device, a copy of all executable software, including data and graphic information,
and a copy of all source code for programs that cannot be reasonably demonstrated to have any use other than in
a gaming device, submitted on electronically readable, unalterable media;

(d) In the case of a gaming device, a copy of all graphical images displayed on the gaming device Including, but
not limited to, ree! strips, rules, instructions and paytables;

(@) In the case of an inter-casino linked system:

(1) An operator's manual,

(2) A network topology diagram;

(3) An internal control system;

(4) A hold harmless agreement;

(5) A graphical representation of the system theme and all related signage; fand}

(6) Information sufficient to calculate a theoretical payoff schedule amount including, but not limited to, the
base and reset amounts, the total contribution percentage and a breakdown of that percentage including
contribution rates fo all progressive payoff schedules and all reset funds, the odds of winning the progressive
payoff schedule and the amount of the wager required to win the progressive payoff schedule; and

he 1o of a L

rini 2, - : fited or reg ed of an ope
other state or tribal government and affecting a multl-jurisdictional progressive prize system.
(f} In the case of a mobile gaming system:
(1) An operator's manual;
(2) A network topology diagram;
(3) An internal control system; and
(4) A description of the method used to isolate game function to the areas listed in Regulation 5.220(1)(i);
and
(@) All materials relating o the results of the registered independent testing laboratory's inspection and
certification process that are required under section 14.400.

14.100 Final approval of new gaming devices and new inter-casino linked systems.

1. After completing its evaluation of the new gaming device or the operation of a new inter-casino linked system,
the board shall recommend fo the commission whether the application for approval of the new gaming device or
operation of a new inter-casino linked system should be granted.

2. In considering whether a new gaming device or operation of a new inter-casino linked system will be given
final approval, the board and commission shall consider whether;

{a) [alApproval of the new gaming device or operation of a new inter-casino linked system is consistent with the
public policy of this state.

b} The terms of any aqreement or written specifications parmitted or required of an operator by any

fate or | g a8 mult-lurisdictional progressive prize systam:




;ru_tm;_Mancv converslon and the avalfabllg‘_!z of Eﬂ'ﬂ! !EE.-E’E"EEE gf all Elgvant and ’.".EIEE!
documentation and information.
3. Commission approval of a gaming device or inter-casino linked system does not constitute certification of the

dewces or mter-casmo linked systems safety Commission a val of a m
o . o] f any & R r - .

M The ﬂ'_admlnlstraﬁve approval of the ¢hafrmanf§ﬂgﬂmiﬂmmﬂﬁmm.@.§.m

aqreemant or written specifications.



