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ENFORCING THE INDIAN GAMING
REGULATORY ACT: THE ROLE OF THE
NATIONAL INDIAN GAMING COMMISSION
AND TRIBES AS REGULATORS

THURSDAY, JULY 28, 2011

U.S. SENATE,
COMMITTEE ON INDIAN AFFAIRS,
Washington, DC.

The Committee met, pursuant to notice, at 2:45 p.m. in room
628, Dirksen Senate Office Building, Hon. Daniel K. Akaka,
Chairman of the Committee, presiding.

OPENING STATEMENT OF HON. DANIEL K. AKAKA,
U.S. SENATOR FROM HAWAII

The CHAIRMAN. The Committee will come to order.

Aloha and welcome to the Committee’s oversight hearing.

This hearing is on enforcing the Indian Gaming Regulatory Act:
The Role of the National Indian Gaming Commission and Tribes as
Regulators.

When the Indian Gaming Regulatory Act was passed by Con-
gress in 1988, Indian gaming was a $100 million industry. Today,
it is a $26 billion industry and there are 236 Tribes operating 422
gaming facilities in 28 States.

It is important that such a growth industry is well regulated for
Tribal Governments, patrons and the beneficiaries of the gaming
revenues, the Tribal members. The Tribes, as the primary bene-
ficiaries of Indian gaming, have the greatest interest in making
sure their operations are well run.

Tribal Governments use these gaming revenues to fund essential
government services such as education, health care, cultural pro-
grams and Tribal infrastructure. But the Indian Gaming Regu-
latory Act also created a role for States and the Federal Govern-
ment, thereby setting up a three-tiered regulatory scheme for In-
dian gaming.

Today, there are approximately 2,800 regulators at the Tribal
level; 500 at the State level, and 100 at the National Indian Gam-
ing Commission. Tribal Governments spend approximately $250
million each year to fund their gaming commissions. The National
Indian Gaming Commission is funded at $16 million annually.

At today’s hearing, we will hear from Tracie Stevens, the Chair
of the National Indian Gaming Commission. We are looking for-
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ward to learning about her first year in office, the Commission’s ac-
tivities during the past year, and their plans going forward.

We will also hear from regulators and Tribal gaming organiza-
tions who are on the ground every day protecting the integrity of
Indian gaming.

I would like to remind our witnesses that they have five minutes
to present their oral testimony, and their full written testimony
will be entered into the record. The hearing record will also remain
open for two weeks so any other interested parties are welcome to
submit written testimony for the record.

At this time, I would like to ask Senator Barrasso for any open-
ing statement he may have.

STATEMENT OF HON. JOHN BARRASSO,
U.S. SENATOR FROM WYOMING

Senator BARRASSO. Thank you very much, Mr. Chairman. I ap-
preciate your holding the hearing, because as you have looked into
the statistics, I agree. I found the same things. According to the
National Indian Gaming Commission, gross revenues for Indian
gaming in 2010 was over $26 billion. That is a lot of money and
the activities that generate that kind of money must be regulated
effectively.

Obviously, gaming is a cash business and keeping the business
clean is critical. No one, be it contractors or vendors or players or
employees, should illegally benefit at the expense of the Tribe or
the gaming public.

According to the National Indian Gaming Commission 2009 Com-
pliance Report, most Tribes did comply with the key regulatory re-
quirements. The 2010 Compliance Report is not yet available to
provide us with the most current information. However, these re-
ports do not assess how theft and crime at Indian gaming facilities
have been addressed. Also, some feel that the decision in the Colo-
rado River Indian Tribes case has unduly limited the oversight role
of the National Indian Gaming Commission.

Of course, many Tribes disagree with that view, so hopefully the
Committee is going to be able to hear from the Commission on that
issue, as well as from the Tribal witnesses.

So, again, thank you for holding the hearing, Mr. Chairman.

The CHAIRMAN. Thank you very much.

Senator Udall, any comments?

STATEMENT OF HON. TOM UDALL,
U.S. SENATOR FROM NEW MEXICO

Senator UDALL. I would put my statement in the record so we
can proceed to the witnesses. Thank you very much, Mr. Chairman.
[The prepared statement of Senator Udall follows:]

PREPARED STATEMENT OF HON. Tom UDALL, U.S. SENATOR FROM NEW MEXICO

The regulation of Indian Gaming is an important and difficult issue. It is impor-
tant that Tribal sovereignty is respected and maintained while the existing laws
and regulations are implemented.

I look forward to hearing from the Chair of the National Indian Gaming Commis-
sion. I know Ms. Stevens has been in this position for about a year now, and that
this is the first time is several years that there has been a fully appointed commis-
sion.
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I am encouraged to hear that Chairwoman Stevens’ focus on conducting meaning-
ful government-to-government consultation with Tribes has continued throughout
the last year since her appointment. I look forward to hearing more about how that
consultation is going.

There are many issues relating to gaming that Tribes and the NIGC have been
grappling with over the past years. I look forward to hearing the views of the panel
on the future of Indian Gaming regulation, and what is needed in this area.

Th(ce1 CHAIRMAN. Thank you very much. It will be made part of the
record.
I would like to now welcome our first witness. Ms. Tracie Stevens
is the Chairwoman of the National Indian Gaming Commission.
Ms. Stevens, please proceed with your remarks.

STATEMENT OF HON. TRACIE STEVENS, CHAIRWOMAN,
NATIONAL INDIAN GAMING COMMISSION

Ms. STEVENS. Thank you, Chairman Akaka, Vice Chairman
Barrasso and Members of the Committee for inviting me to testify
here today.

My name is Tracie Stevens and I am a member of the Tulalip
Tribe. It is an honor to appear before you in my capacity as Chair-
woman of the National Indian Gaming Commission. With me today
is Commissioner Dan Little. I would also like to take a moment to
recognize my Vice Chairman from Tulalip Tribe, Glen Gobin, who
is also in the audience.

Today, I will provide a brief overview of the status of Tribal gam-
ing and an update on the Commission’s progress with our four pri-
orities: consultation and relationship-building; technical assistance
and training; a review of the Commission’s regulations; and a re-
view of agency operations.

Currently, 240 federally-recognized Tribes operate a total of 422
Tribal gaming facilities in 28 States. Tribal growth gaming reve-
nues for 2010 essentially mirror 2009 revenues of $26.5 billion. Ap-
proximately half of Tribal gaming operations generate annual gross
gaming revenues of $25 million or less. Even modest revenues en-
able Tribal governments to provide much- needed services to Tribal
members and create jobs in communities otherwise suffering from
high unemployment.

IGRA establishes a framework under which Tribes, States and
the Federal Government regulate Indian gaming. Within the Fed-
eral Government, multiple agencies take part in ensuring the in-
tegrity of the industry, including DOJ, FBI, Treasury’s FinCEN,
and BIA Law Enforcement. NIGC works in cooperation with these
law enforcement agencies to share information that may potentially
indicate a criminal violation of law.

In addition to NIGC, Tribal governments collectively employ ap-
proximately 5,900 Tribal gaming regulators and States collectively
employ approximately 640 people to regulate Tribal gaming. Thus,
NIGC, Tribes and States combine to employ over 6,600 people to
regulate Indian gaming.

I would now like to turn to our efforts on consultation and rela-
tionship-building. We are in the final stages of revising our Tribal
consultation policy. It is through meaningful government-to-govern-
ment consultation that the NIGC will be able to make well in-
formed, fully considered decisions concerning regulations and poli-
cies.
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As part of our relationship-building, we work closely with the
FBI, DOJ, and U.S. Attorneys’ Office when we receive information
indicating a violation of criminal law. This relationship-building
strengthens the collective ability of Tribes, States and the Federal
Government to protect Indian gaming.

The Commission believes a strong, well-targeted technical assist-
ance and training program can preempt the need for additional
regulations or for enforcement actions, can reduce compliance
issues, and can enhance operations, performance and integrity.

Since June 2010, we have provided 831 instructional hours of
training to over 2,800 Tribal leaders, Tribal regulators and casino
operations. We are also reviewing our training catalogues with
input from Tribes on how best to tailor NIGC training to meet the
needs of Tribal regulators and the industry.

Training and technical assistance will be an evolving process
which will be aligned with Tribal needs, as well as to ensure the
integrity of the industry.

The Commission is also in the process of reviewing its current
regulations, examining their effectiveness, and seeking input from
Tribes, and also the public in an effort to identify areas of improve-
ment and any needed changes. We are proceeding in a manner in
which the Commission strives to circulate preliminary discussion
drafts for public comment before proceeding with the rulemaking
process.

As part of our regulatory review, we are examining Class III
minimum internal control standards, or otherwise known as MICS
in light of the CRIT decision. All Tribes have adopted internal con-
trols. Tribes and the public universally support Class III MICS. We
have heard a variety of suggested approaches to the CRIT decision
as discussed more fully in my written testimony.

Let me be clear, however, that the Commission will solve this
issue in a manner that ensures the integrity of the industry and
that Tribes receive the revenues generated by Tribal facilities.

As part of our regulatory review, we have held 11 consultations
throughout the Country, including a consultation that is being held
right now at the Department of Interior and these transcripts from
this consultation and comments are posted on our website as they
become available.

We are also working to ensure that the NIGC in the 21st century
is the smartest, more transparent and better equipped agency that
continues to be responsive and adapted to the needs of the Tribal
gaming industry. We have partnered with OPM to evaluate our op-
erations and identify areas of improvement.

The Commission is committed to focusing resources and maxi-
mizing cooperation and coordination with Tribal, State and Federal
agencies.

In conclusion, I want to stress my commitment to enforcing the
law. While the overwhelming majority of Tribal facilities are model
businesses and our goal is to keep Tribes in compliance, make no
mistake: serious violations have serious consequences. When a
third party unlawfully managed a facility and took unconscionable
amounts of revenue that should be going to develop Tribal health
and welfare, I issued a violation and ordered them to pay those
Tribal funds back.
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When Tribes operate facilities in disregard of the law, I work
with State and Federal authorities to shut them down. I do not
hesitate to refer criminal matters to the FBI and the U.S. Attor-
neys’ offices and I will continue to do so to ensure that Tribes are
the primary beneficiaries of Indian gaming.

That concludes my testimony and I am happy to answer any
questions you may have.

Thank you.

[The prepared statement of Ms. Stevens follows:]

PREPARED STATEMENT OF HON. TRACIE STEVENS, CHAIRWOMAN, NATIONAL INDIAN
GAMING COMMISSION

Thank you Chairman Akaka, Vice-Chairman Barrasso, and Members of the
Conunittee for inviting me to testify today, My name is Tracie Stevens and 1 am a member of
the Tulatip Tribes of Washington State. Tt is an honer to appear before you to testify in my
capacily as Chairwornan of the National Indian Claming Commission BHGU or Commission).

‘When 1 appeared bofore the Committee as Chair of the Commission in July 20140, we
were 2 new Commission. I'was conficmed by the Senste and swors inte office by Seerctary of
the Tnteror, Ken Safazar in June 2010, Vice-Chezirvoman Steffani Cochinn and Associste
Commissioner Dan Liltle were appointed by Secratery Satazar earlier in the ysar, Shortly
after that hearing, I retained Paxton Myers a member of the Eastern Band of Cherokee Indians
as the Chief of Staff, Dawn Houle, a member of the Chippewa Cree from the Rocky Boy
Reservation ay the Deputy Chief of Staff, and Lael Bcho-Hawk 2 memiber of the Pawnee
Nation as a Counsslor to the Chain, As o Comufesion, we are working with staff in our
comtineing assessment and evalnation of the Commisslon®s neads, opportenities for
Improvemen wid implementuiion of the Commission’s priotitics,

During the hearing Test year, I discussed four imponisnt pricsties of the Commizsinn:
consuitation and relationship building; technisal sssistance and trainfng; 2 review of the
Conunission's regulations; end & review of Agency operations. Consultation and relationship
buiiding are necessary to promote affective communisations with Tribes, States and Fedaral
Agencles and to foster comprebensive and efficient mgnlation of the industry, Bffective
technical assistance and training cnhances operationsl performance and integrity and reduces
compliance jssues, Reguliatory review ensures a clear and comprehensive ragulatory
framewaotk that is proactive rather than reactive to the reguletory chailenges ol the Industey.
Finaily, we are facused oo parforming aur interse] operations in the most effectiveand
cffisieat manner o thal we are able to maximize our rescerces. The Commigsiop fizmly
believes that acoomplishment of wese four priniiies divesily resulls in 6 beller mpulated
industry that fuifills the purpazes of Tidian Ganing Regulatery Aot (IGRA or Act), 25 US.C.
§§ 270 et seg.

Bach of theso priorities serves as a foundation for enforcing IGRA. We must work
with Tribes, States and Federal agencies to ensure the inteprity of the industey. Qur basic
principle for enforcing the Act is ACE: sssisfance, compliance and enforcement, i that order.
Wi are working with Tribes and States to assist regulators and ensure effective coordination
in the regutation of Indian gaming. We arc working with Tribes to ensure compliance with
IGRA, Hewsver, if ansistanes and compliance do nut resolve an issne, I 4o not hesitnte to
cafares the Aal.

Today, I will provides a briel overview of the siatus of trilal gaming and pravide en
update on the Cammissien's progress with its four prierities.



Faots Congeming Jadian Gaming aid Regul Qwersighl

Revenue gonarated by tribal facilitios, aven modest ravenues, provide much noeded
services Lo tribal mermhers and ereate jobs iv communitics orhenwise suffering from high
unempioyment. Gver the past five years, ribal gross gaming revennes have remained siatrle,
vayying from 524.9 billion b 2006 to & bigh of $26.7 billion in 2008, The nomber of gaming
operations over this five-year period increased spproximately 6 percent from 3% in 2005 10
422 in 2010, Cuwrrently, 240 federally racognized ttibes operate a total of 422 tibal gaming
uperations in 28 states. Tribal grass gaming revenues for 2010 cssentiaily mirror 2009
revenues of 526.5 billion. Collectively, trbes locuied in our Portland, St. Peul, Oklafioma City
and Tulsa Regians have exporienced an incrense in tribal gross paming revenne while gross
paming revenue for those iribes Tocated o onr Washingion, D.C., Phoemx and Sacramento
Regions have cxperienced a slight decrease. Revenue figures for 2010 compiled Juring aur
review of independeatly audited financial staternents indicats that approximately half of the
tribal grming operstions prnemale annual gross gaming revesues of $235 mithion oy jess.

IGRA egtallizhes 2 framework under whioh Tribes, States, and the Fodoral
Government regulate Indian gaming. Within the Federal Government, multiple agencies teke
part in ensuring the inlegrity of the industry, Tn 2003, the Indian Gaming Working Group was
established to beter coordinate the efforts of fedecad agencies with awthority over various
aspects of Indian gaming, The Indian Gaming Working Group includes NIGC, the
Department of Justice, the Federal Burean of Investigation, the Department of the Treasury
Financial Crivies Enforcement Network, and the Bureau of Indian Affaits Law Enlorcement
Services, NEGC wotks in cooperation with thess law enforcement agencics {o share
information that may potentiaily indicale 2 ceiminal violation of law.

NIGC is the primary foderal civit enforcement agency charged with regulating class I
and class 1T gaming on Indian Jands. This includes the review and approvel of tribal gaming
ordinances and munagement contracts. The Depgrisnent of the Interiar also performs corizin
functions under IGRA, including the review and approval of tribal-state compacts for class T
gatmng.

In addition to NIGC, tribal governmants collectively employ approximately 5,900
tribal paming regulaters, In eddition te ribal regalators, States eollectively smploy
approximately 640 peepte to regulate tribal gaming. This, MIGC, Tribel Gamiing Regulatory
Aunthorities and Stutes conibine 1o employ over 6,600 people to repelate Indian gaming. While
the procize amount expended to repulstton gaming is ant known, . we do know thetin 2005
thut 4 percent of guning iribes reporied expending ¢ total of £25 million for siate regulation
of Indfon gazning and Hat 32 percent of tribes raporied exponding a total of $130 million for
Iribal regulaticn of Inrian gaming, As 1 have mepestedly slated, one of my priorilies is to
cnsure a strong collabomative regulalory fameswork and refationship among the more thai
6,600 regulators employed Dy all three regulstory bodles to maintain the integxity of Indisn
gaming.



As the Conunittee is aware, nearly five years ago the United States Coust of Appeals
for ihe District of Columbia held that the Comntission did not have authority to promulgate
rezniations establishing ptindmum internal contvol standards MITS) for class [T pning. As§
axplained at e heaying iast vear, this fssue is a top prierity for the Commission and we
cortinue {o evaluate not only the prosest-day lsndscape of elass BT MICS but also how o
move farward on this complizated issus in the aflermath of e decision,

MICS protect iribal gaming revemes by eusuring that cesine employees fllow
appropriate procedoras a5 money moves Ethough the gaming facility. All tribes have inlemal
cantrols, Tribes and the public universally support elass I MICS. The outstanding issue is
how 1o implement the MECS, [n addition to seeking comment from the public, the
Commission has held & number of tribal copsultelions to diseuss potential regulatory oplions
ta acdress class T MICS. We have heand a vardety of suggested approaches. Sorae suggest
thet we maintein the NIGC MICS or issue geidencee, Cfhers suggest that MICS ara a matter
to ba addressed {n toibal-state compacts, Finaily, some supgest that MACS be incorporated in
tribal gaming ordinances. Given the diversity of kow Tribes end Steies have nddressed this
issue, a path forward msy bea hybid epproach In wiich we sitive to respect the soversign
interests of all thres governments, But letme be ¢lesr, the Commission will solve this issuc in
a manner that ensures that Tribes receive the revermies generated hy tribal facilities. The
Commission logks forward to working with this Commilice as it moves forward an this jssue,

CoMMISSION PRIORITIES
Teation ildine Refatinnshivs

Crver the course ol our first year, we itapiomented significant chanpes to how we
consalt with Tribes. As a Commission, we a8 cotmitted 1o consniting with Tribeg ina
manner sonsigient with Bxecutive Order 13173, “Consultation end Coordination With Indian
Tribat Governments,” Toward this cnd, we ate in the fine! steges of revising our consuliation
pelicy. During 2010 and 2011, we held & consultations on revising our policy, sirnlated a
revised draft of {hs polisy based on comments recevnd, and we are now evaluating final
comments on ths revised draft. We hope to forraally adopt the revised policy within the
coming weeks.

Fhe process of consulialion is jrst 28 Inportant s the substance of consuftalion.
Govemnmeat-io-govermment consuiiation must be inclusive, it must be cotlabozative and
roeaninsfal, and 3 must bo an on-zoing dislopue. {ur conselations on broad, overarehing
policies such as sepulatory changes are held in o gronp formeat. THs format aliows for a frank,
opet exchange of idens, thougkts, concerns and sofutions for alt fo hear, providing an
atmasphars in whivh governmenis can identify solutions together. If o miaster is gpesiiic lo 2
particnlar tribe, we consull individoally with that tribe, a¢ appropriate. We are also locking at
developing more effective ways to consult with Tribes {0 streambine this process. Thiz means
timely notice, ¢andid discussions, and making the mest of everyone's resourses 1o achieve the
most effective policles thal will ensure the intogrity of the industry, It is through meaningful



government-lo-governiment consuliation thet the NIGC will be able 1o make well informed,
firlly considered decisions concerning regulations and paolicies.

Cver the past year, in 2ddition 1o working olosely whE Tribes, we have also worked
with States end Feders! epencics to oversee and protect Indian gaming,. We work regalarly
with the Department of the Interior to ensure that ganiing is taking place on Indinn lands ard
if it is not, we rafer those cnases to federal ard state apencies for appropriats snforcement. We
work closely with the Federa! Bureau of Investigation, the Dopariment of Justice and United
Statez Attormiey’s whan we receive information indicaling a violstion of criminal law, In
addition fo these interactions, we are also working w strongthen coordination fhrough the
Indian Gaming Working Gronp. This relationship building strengthens the rollective ability
of Tribes, Staies and the Federal Government to protect this successful eronoiic
development wol that has made 2 difference in so many lives of Indien people.

Techrical Asssfanss

As T estified Iast vear, the Commission views traieing and techical assisiance as an
egsential somponsnt of statutory responsibilitics 23 well as our mission and our coromiiment
to collaboration with Tribes. Successfitl regulation depends upon a propesly trained and
informed woikfome, Wal fargeted training and tashnical assistance programa provide a
foundation that maintzing the Inteprity and succeas of Iudiaa gaming. A goed, well-targeted,
technical assistance aund fraining program can presmpt the need for additional regulations or
for enforcement actions, can reduce compliance issucs, and can eohance operationnl
performance and infegrity, In other words, proper training can heln to prevent a potential
problem before i zan arise. Stnce Jane of 2010, we have srovided 231 instructional hours of
{raining to over 2,500 tribal leaders, fribal regulators and casino aperstions persennel,

Over (hepagt yeer, wa have reviewed our trafning eatalog and sought it from
Tribes on how 1o best align NIGC training to maintain the intesrily of the industry. WiGC
staff has played 4 koy role in this effort. Barlier this year, we named Nimish Farohit as the
Acting Director's] Treining. Mr. Purohit brings n wealth of experience in the gaming industry
to this position, having previously worked for1he New Jersey Division of Gaming
Enforcement, the Permsylvenia Gaming Contral Board and an independent testing labeoratory.
His in-depth experianee in the areas of Class 1 fechnical standards and mame mathemalics has
praven invalable to the Commission. Mr. Puralit is {n the process of updating our training
catalor, examining means 1o betior utifize cxisting technology and ovaluating how to most
eificientiy provido training.

In addiiion 1o 0w on-geing nternad review, e Commission disirbuled a survey io
approximately 596 #isal leaders, commissioners and casino operations personnel. The
Commissian received 255 survey responses representing 123 Tribes (a 30 percent overall rale
of response). Qverall, respondents identified comunon barriers to training, such ay the lack of
fimding, the proximity 1o tmining events and the need for better communication of training
opportunilies. Respovdents alsg requested mote course offerings relating to compliance with
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United Btates Code, Title 31; advanced training on MICS; training for tribal gaming agents;
an advanced {mining relating to audits and surveillance, The respondants identified a sirong
imterest in the following camently offered conrses: regulatory gaming lechnology, gaming
forensies, FT MICS, internal sudits and slol mavhine complinnee, How the NIGC provides
tralting wnd webnical awsistance will bo an on-going and ever svelving process which will bo
tailofmi to mest the needs of fwibal regulators and e industry to easare te dxegrity of Isdizn
pEMINE.

Rewulatory Revigw

As ] indicaled in my testimony last year, the Qommissian is in the process of
reviewing its current regulations, examining their effectiveness, and sceldng input from Tobes
and the public in an ¢ffoct lo identify arcas of improversent and any needed chianges. Our
activities on this pelority foous on many of the sane goals identified in the Bresident's recent
Exseutive Onder coneemning Regulstion and Independent Regnlatory Apencies, Bxecufive
Order,13579. During ovr moview we are asking the public for input o whish of oor
regulstions may be oitmoded or tnsufficient and we arc considenag whetrer o modily,
steeamline, expand, or repeal such regulations based on this review. On November 18, 2010,
the Commission issued a Notice of Ingniry (NOI) advising the public (hat the Commission
was conducting a comprehensive review of its regulations and requesting public comment on
the process for conducting the reguletory review, The MOI requested public comment on Lhres
baste questions: which of its remulations were most in need of revision, in what order the
Counndssion should review its rogntations, and the pracess NIGC should utilize to inake
revisions. In addition to sseking written commant, the Commission held eight remional tribat
consuliations on the MOL

O April 4, 2011, MIGC pubBshed 4 Repulatory Review Scheduleseitipg st o
cansaliation schedule und process for our regulatory roview. The Commission decided to
proceed with its raglatory review by orpenizing the regulations imio five groups and
proceeding with » process in which the Commzission would strive to eirenlate prolivvinary
drafis for comeent before praceeding with the miemeking process. Our goal is 1o muximize
Input from the publie.

As part of our regutatory review, and consistent with BExesutive Order 13173, we have
held 13 conseltatiuns throughout the country, Including # consultation (het i= heing held today
at the Depastment of the Intetior. Transcripss of these consulizlinns ave postad on our website
as {hey hecome availzbie. Firther, ali comments recsived B rosponse to {he MO and to
rreliminary drafls cireninted by fhe Commission ars posted on our website to facilitats input
from the prblic, As we move forward with our regulstory review, we are contiisously
making improventens 1o this important process o ensure that we makes well informed, fully
eonsiderad desisions,

Asepoy Opemitions
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A top prinrity af the Commission is to ensure that we are maximizing onr resources
through efficient operations. Last year I stated that because NIGC is funded entirely by tibal
feos, we nuist styfve to vse those resources wisely and cifectively as we carry out our
responsihititics nnder the Act. The goal {5 10 position the NIGC in {he 21st coptury a5 2
smaricr, more transphvent and batter-eguipped ageney that continuss to be rosponsive aad
adaptive to the needs of the miba] gaming hadusiry.

Over the tourse of the past twelve months, we have besn performing a top-down
review of the internal workings of the Commission. We have brought in subjoct matler
experts and are working with the Qffice of Persannel Management (OPM) to evaluste our
operations and jdentify areas for improvement. Over the course of the past few months, OPM
has eonducted a number of cmployee focus grounps and surveys to analyze warkflows. Using
this and other data, in the coming weeks, OPM will provide recommendations far the
Commission’s sonsideration,

In néditice o mavimiving our resources, lhe Commizsion s committed ko providing
Ereater ransparencics in our generzl operations. As 3 Commission, we have resumed public
meetings. Qur fst public meeting was beld on April 7, 2011 in Phoenix, Arizons and mos?
recently, we held another public meeting on July 18th in Norman, Oklahama, During thess
public mectings, serior Commission staff provides updates on business before the NIGC,
Additionally, the Commission may take up votes or other business {hat may b pending.
These mestings provide ag opportunity for Wibes and fhe general public {o Tsar about
ongoing Commission activiiies.

The Comumission is commitied to streamEning iis aperations in a manner that focuses
resoirces aid sraximizes cooparation and coondination with Trbes, States and Foderal
agencies fo cnsure and maintain the integrity of Indian gaming.

Conclugion

This conchudes my testimony. We hope that this summary of the aclivities of this
Commission aver the past year provides the Commities with information regarding MIGC’s
ciforeement and regulatory role in Indinn gaming,

Thaak you again, Clmirman Akeke, Viee-Chairman Barrasso and Meribos of the
Commiites for your time and attention today. I am happy to answer any guestions Ui you
may have for me.

The CHAIRMAN. Thank you very much for your testimony.

Chairwoman Stevens, your Commission has placed an emphasis
on training and technical assistance for Tribal regulators. Have you
noticed a decrease in enforcement actions as a result of increased
training for regulators?

Ms. STEVENS. Thank you, Chairman Akaka, for your question.

My sense is that it is, although this particular initiative is a
long-term initiative and we have been in office for a year and we
are, like I said, revamping our curriculum. Technical assistance
and training is a statutory requirement for the NIGC, but the Com-
mission firmly believes that technical assistance and training help
Tribes stay in compliance. Our basic principle is what we call ACE:
assistance, compliance and enforcement, and in that order. And
technical assistance and training is an essential component of that
principle.

We have held 92 trainings since June of last year, with 2,800
attendees, 830 training hours, and over 200 Tribes represented.
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Now, I do want to clarify. We see training and technical assist-
ance a little differently. Training we have these classroom-style
trainings that we plan. Sometimes we do this for individuals and
sometimes we do this for regional Tribes so that we can meet with
multiple Tribes and conduct training.

Technical assistance, on the other hand, is unique to the situa-
tion to the Tribes, and it is our field staff, which I have to com-
mend in our Enforcement Division and our Audit Division and our
General Counsel’s Office, who work with Tribes on a day-to- day
basis. Every day, they are talking to Tribes, providing assistance
and guidance to keep them in compliance. And that is ongoing.

As I said, I think my sense is that it is helping. We do talk to
our enforcement staff on a regular basis. They can keep us in-
formed and they are in most cases able to keep Tribes in compli-
ance and keep enforcement actions down and teach Tribes how to
stay in compliance.

The CHAIRMAN. Thank you.

After you became Chair of NIGC, you committed to undertaking
a comprehensive review of the Colorado River decision and deter-
mining whether legislative action is necessary. Where are you on
that review process? And do you have any recommendations for
whether legislation is necessary?

Ms. STEVENS. Thank you, Chairman Akaka, for your question.

I do recall that conversation last year, and we set out imme-
diately on looking at what I call the post-CRIT world. The decision
was made five years ago and I wanted to know more about what
the landscape was for Class III minimum internal control stand-
ards, and directed the staff at the NIGC to start researching that
particular topic.

Our preliminary research shows that there are 24 States that
have Class III gaming compacts; 15 of those 24 States require the
Tribes to adopt comprehensive minimum internal control standards
that are as stringent as the NIGC’s. That is 83 percent of the gross
gaming revenue.

An additional nine Tribes’ compacts require Tribes to adopt spe-
cific controls or to develop their own internal controls. As I said in
my opening statement and in my written testimony as well, is that
all Tribes have minimum internal control standards.

As part of this review, we have included the particular topic in
our regulatory review that we are undergoing that I detailed in my
written testimony, and are discussing this issue with Tribes to get
a better understanding of where they are in their particular region
or their State or with their compacts, and how this impacts them.

In terms of a recommendation, we are still in the process of re-
viewing what Tribes have to say because there have been a number
of different ways that this could affect Tribes. As I said, if 24
States require this in compacts, I am a little concerned about up-
setting an apple cart there. But as I mentioned in my written testi-
mony, this may be a hybrid approach that we may have to take in
light of the decision.

We have heard from Tribes, some suggestions from Tribes that
the NIGC MICS are left in place or that we provide guidance. We
have also heard suggestions that this be addressed in Tribal- State
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compacts and others suggest that NIGC MICS may be adopted into
Tribal ordinances.

As I said, we are still in the process of addressing this adminis-
tratively and we want to solve this particular matter in a way that
is respectful to all three sovereign governments: Tribes, States and
the Federal Government.

The CHAIRMAN. So from what you have just said, you look at
doing it administratively.

Ms. STEVENS. We are doing that right now. I understand there
is not any legislation, and without language, I couldn’t comment in
the absence of language. But I am trying to address this adminis-
tratively and be respectful to all the agreements that are out there
with the States and with the Tribes.

The CHAIRMAN. Thank you very much.

Now, I would like to call on Senator McCain for your questions.

STATEMENT OF HON. JOHN McCAIN,
U.S. SENATOR FROM ARIZONA

Senator MCCAIN. Well, thank you, Mr. Chairman.

The question that I asked you I guess it was seven months ago,
do you believe that there is a need for a legislative fix to the CRIT
decision as it is known as. I ask you that question again.

Ms. STEVENS. Thank you, Senator, for your question.

Like I mentioned to Chairman Akaka, at this time I would be re-
miss in trying to respond to language that I don’t see.

Senator MCCAIN. I don’t understand that logic. There is a prob-
lem as a result of the CRIT decision. That is the ability or lack of
capability of the Indian Gaming Commission to have access to
records and do the investigative work that was envisioned when
the legislation was passed. Being the coauthor of that legislation,
I am very intimately familiar with it.

Now, I ask you the question again seven months later. Is there
a need for a legislative addressing of the impact of the CRIT deci-
sion? Now, how that is written would be the second step, I might
say. The first step is, is there a need for a legislative result, seven
months later. I asked that question in the beginning. You said you
would consult and find out and give me an answer. You are not
giving me an answer today.

Ms. STEVENS. Well, as I said in my response to Chairman Akaka,
we are still in the process of discussing this with Tribes.

Senator McCAIN. I see. And how much longer will you be in this
process of discussing?

Ms. STEVENS. Right now, we are scheduled for the next six
months.

Senator MCCAIN. So it will be 13 months from the time that you
were made the chairman before you are able to reach a conclusion
on this issue. That is really remarkable.

Are you aware that there was an FBI raid on the Choctaw casino
in Mississippi last Tuesday, I believe it was, or July 13th?

Ms. STEVENS. Yes, I am.

Senator MCCAIN. Do you know anything about that?

Ms. STEVENS. That is an active investigation right now, Senator,
and as much as I would like to provide you with information, I
would not be able to.
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Senator MCCAIN. You do know about it?

Ms. STEVENS. Yes, I do.

Senator MCCAIN. According to testimony, you have also held
eight consultations “to develop more effective ways to consult with
Tribes,” according to your testimony. So in other words, you have
had eight consultations on how to consult.

Ms. STEVENS. I guess you could put it that way. That is one way
to look at it. It is in response to the President’s memo on consulta-
tion with Tribal governments and being respectful to Tribes, an
also examining our consultation policy. We would like to talk to
Tribes before we change the policy.

Senator MCCAIN. Well, may I say your predecessor had a strong
opinion about whether there was a need to address legislatively a
CRIT fix. I think it is really remarkable it is going to be 13 months
before you could reach a conclusion whether there should be a leg-
islative fix or not. I guess it is another incredible waste of the tax-
payers’ dollars.

I have no more questions, Mr. Chairman.

The CHAIRMAN. Thank you, Senator McCain.

Senator Udall, your questions?

Senator UDALL. Thank you, Senator Akaka.

Ms. Stevens, when you visited the Committee last year for a
similar hearing on gaming, you expressed intentions to increase
government-to-government relations with the Tribes. How has that
effort been going? Have you been successful? Where do you need
to do more work? How are you ensuring that all Tribes are able
to give input in any future changes in regulations made by the
NIGC and whether they game or not? And what is the status of
your draft consultation policy?

Ms. STEVENS. Thank you, Senator, for your questions.

Upon coming into office, the three commissions met and we
mapped out these four priorities that I mentioned today both orally
and in my written testimony.

The first thing that was on our list is improving our consultation
process. We have changed our formatting. When we consult with
Tribes, we do it in a group forum so that Tribes can hear what
other Tribes have to say. We can hear common problems and com-
mon solutions and it is an exchange and it is a dialogue.

The other thing that we have done is we have brought out to
Tribes the NIGC to areas that don’t normally see the NIGC. So we
are going to rural areas and putting the burden of travel on the
NIGC.

We also give adequate and timely notice prior to a consultation
so that Tribes can make arrangements to attend. And if they are
unable to attend, we put our transcripts on the Internet. They are
always available and have comment periods that allow Tribes time
if they are unable to meet with us in person to give us their com-
ments on any policy or changes that we may be considering.

And our draft consultation policy right now, we received input
through those eight consultations that Senator McCain mentioned,
so that we could look back and see what worked previously, what
didn’t work previously, and consider what Tribes had to say before
we started changing our policy.
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We drafted a policy with Tribal input and we issued it in April.
We had about a 60-day comment period for that draft consultation
policy. We are in the process of reading those comments from
Tribes and we will be finalizing that. And overall, we have had
very supportive comments from Tribes on our revamped and re-
vised consultation policy.

Senator UDALL. Can you give me, and maybe you can’t because
of the status of this, but how the comments have been going? And
have they appreciated the consultation process that you have devel-
oped, and that kind of thing?

Ms. STEVENS. What we have heard so far is an appreciation for,
one, timely notice; two, inclusion prior to drafting anything and
that goes to honoring Executive Order 13175 that states that Fed-
eral agencies should talk to Tribes first before making changes.
And that is one particular area that Tribes have been very sup-
portive of.

And then finally just the change in format. It took everybody a
little while to get accustomed to the new roundtable format, but it
has been very helpful to have our format structured that way so
that we can have very candid conversations. And so far, it has been
very supportive.

I have to say, Tribes don’t always agree with what I have to say
and we are finding that out through our regulatory review process.
But just because we don’t agree, doesn’t mean we can’t be respect-
ful.

Senator UDALL. One of the major complaints I hear with my
Tribes in New Mexico, 22 Tribes, and some have gaming and some
don’t, is the word. You used the word consultation. And I think the
fact that you are going out in advance before doing regulations and
consulting and spending the time with them and giving them no-
tice, I think that really makes a difference. It may take some time,
slow down some of the rest of the things you are doing, but it is
something that I think is a sore point with many Tribes, that when
it comes to various governmental agencies that the word consulta-
tion is there, and yet the governmental agencies don’t do it.

And so I think they appreciate the effort that you are taking, and
I look forward to this Committee being briefed on that as we move
forward.

Thank you, Mr. Chairman.

The CHAIRMAN. Thank you very much, Senator Udall.

I would like to say mahalo, thank you very much, Chairwoman
Stevens, for your testimony and your comments. We want to wish
you well, and as I look forward to the future, we need to make
every effort to keep things just and I think you folks are striving
to do that.

And so I want to wish you well and to keep in touch with you
on matters that affect the Indian Tribes. So thank you again for
being here.

Ms. STEVENS. Thank you, Chairman, I look forward to keeping
the Committee informed.

The CHAIRMAN. Thank you.

I would like to invite the second panel to the witness table: Mr.
Ernest Stevens, Jr., Chairman of the National Indian Gaming As-
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sociation and Mr. Jamie Hummingbird, Chairperson of the Na-
tional Tribal Gaming Commissioners and Regulators.

Welcome to the Committee. It is good to have you here and hear
your testimony.

Mr. Stevens, will you please proceed with your testimony?

STATEMENT OF ERNEST L. STEVENS, JR., CHAIRMAN,
NATIONAL INDIAN GAMING ASSOCIATION; ACCOMPANIED
BY MARK VAN NORMAN, EXECUTIVE DIRECTOR

Mr. STEVENS. Good afternoon, Mr. Chairman, Senator Udall. It
is an honor to be here this afternoon. I want to thank you for this
opportunity to testify on the role of Tribal governments as regu-
lators in Indian gaming operations.

I would like to ask that my written statement be placed in the
hearing record. My statement includes a number of statistics that
reinforce what Indian gaming means to Indian Country and lists
113)he significant benefits to our State and local government neigh-

ors.

Indian gaming is Tribal self-determination. Gaming is an exer-
cise of inherent authority affirmed, confirmed and guided by the
Indian Gaming Regulatory Act.

The CHAIRMAN. It will be included in the record.

Mr. STEVENS. IGRA is largely a result of the Cabazon Supreme
Court case. That decision recognized President Reagan’s policy to
support Tribal self-government and self-sufficiency; 237 Indian
Tribes nationwide have made the Act work.

For many Tribes, Indian gaming is first and foremost about jobs
and rebuilding Tribal communities. For many Indian people, In-
dian gaming has provided them with their first opportunity for
quality employment. And more importantly, it is bringing entire
families back to Indian Country. We like that, Mr. Chairman. We
are excited about that.

In 2010, Indian gaming generated a total of more than 600,000
direct and indirect jobs. These jobs go to Indian and non-Indian
alike. Without question, we are putting people to work.

In times when States are struggling to meet budget shortfalls,
Indian Tribes are going out of their way to help make up the dif-
ference. In many States, Indian gaming charitable contributions
are working to prevent layoffs of teachers, health care providers
and public safety officials.

In little more than 30 years, Indian gaming has helped to begin
to rebuild many struggling Native communities. New reservation
economies are enhancing living conditions throughout Indian Coun-
try. Because of Indian gaming, Tribal governments are stronger,
people are healthier, and an entire generation of Indian youth has
hope for a better future.

So that is what is at stake. Tribal governments understand that
this progress wouldn’t be possible without a strong regulatory sys-
tem and Tribes have committed significant resources to regulation.
IGRA established a three-tiered system of regulation. The Act pro-
vides for a system of joint regulation by Tribes and the Federal
Government for Class II gaming. With regard to Class III gaming,
the regulatory system developed between Tribal and State govern-
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ments through the compacting process. In addition, NIGC main-
tains a strong oversight role with respect to Class III gaming.

As a result of this three-tiered system, Indian gaming is subject
to more stringent regulation and security than any gaming oper-
ation in any jurisdiction of the United States. This system employs
3,400 regulators and staff to protect Indian gaming. In 2010 alone,
Tribes spent approximately $345 million to regulate their oper-
ations. We are not perfect. People have tested our systems, but
these people have been convicted, lost their gaming license, and
terminated never to work in our industry again.

Against the backdrop of comprehensive regulation, the FBI and
the Justice Department have repeatedly testified that there has
been no substantial infiltration of organized crime in Indian gam-
ing. This is not an accident, Mr. Chairman. The system is costly.
It is comprehensive. And our record and experience shows that it
is working.

I would like to acknowledge the current Administration for its
commitment to agency-wide Tribal consultation. At the Department
of Justice, the increased cooperation and coordination between
Tribal gaming regulators, Tribal police and the U.S. Attorneys
sends a strong message that any crimes in Indian Country or
against Indian gaming operations will be dealt with in accordance
with the law.

Senator, if I can, I want to introduce Mr. Stanley Rocky
Papasodora, a long-time Indian gaming regulator. Rocky is the Di-
rector of Security for the Leech Lake Band of Ojibwe. Rocky is
standing. I want to introduce Rocky quickly because he is the
Chairman of the Tribal Gaming Protections Network, a national
group of national regulators and security personnel.

Now, Rocky would be the first to tell you. He is an old boxer so
he still has that name, but his name is Stanley Papasodora, and
he is one of our leaders in this regulatory industry. And his Tribe
flew him out here to stand with us.

But he coordinates a national effort nationwide of national regu-
lators and security folks that talk about cheats and scams through-
out this Country. And he would be the first to tell you that the
strength lies within the more local and regional. But they have to
communicate because one goes here, the other one is going some-
place else. And we are on top of it and these Indian security per-
sonnel are on top of it, and we stop crime because of it regularly.

Thank you, Rocky.

The CHAIRMAN. Welcome. Nice to have you here.

Mr. STEVENS. NIGA appreciates the increased government-to-
government consultation on the part of the NIGC. Consultation has
begun to repair relationships with Tribal governments, which also
hfls led to increased coordination and further improvements to reg-
ulation.

That said, there are several areas where we must work towards
improvement. Given the complex nature of the regulations, the fre-
quency of revisions, there is a significant need for increased train-
ing and technical assistance. In addition, there is a longstanding
need to bring stability and clarity to Class II Indian gaming.

In conclusion, Mr. Chairman, I want to reiterate that Indian
gaming is working. It is rebuilding Tribal economies, benefitting
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non-Indian communities, and providing hope for future generations
of Indian people. We are mindful of what is at stake and the Tribes
nationwide are committed to maintain a strong, seamless and com-
prehensive system of regulation. Much of the credit of this success
goes to the Tribal leaders, Mr. Chairman, who make the decisions
to spend $345 million each year to regulate their operations and to
the thousands of men and women who are the day-to-day frontline
regulators of the Indian gaming operations just like Mr.
Papasodora and obviously Mr. Hummingbird, too. I am looking to
my right. I am right-handed.

Mr. Chairman and to the Committee, this concludes my remarks.
I am trying to stay within my time limit, but again, the emphasis
I want to make to you, Mr. Chairman, is these people have given
their life and their heart to protect our industry. We are doing a
great job and work very hard at it, and we spend a lot of resources
doing so.

Thank you for hearing my comments today, Mr. Chairman and
Mr. Senator, sir.

[The prepared statement of Mr. Stevens follows:]

PREPARED STATEMENT OF ERNEST L. STEVENS, JR., CHAIRMAN, NATIONAL INDIAN
GAMING ASSOCIATION

Introduction

Good afternoon Chairman Akaka, Vice Chairman Barrasso, and Members of the
Committee. My name is Ernest Stevens, Jr., Chairman of the National Indian Gam-
ing Association (NIGA) and a member of the Oneida Nation of Wisconsin. NIGA is
an interTribal association of 184 federally recognized Indian Tribes united behind
the mission of protecting Tribal sovereignty and preserving the ability of Tribes to
attain economic self-sufficiency through gaming and other economic endeavors. I
want to thank the Committee for this opportunity to provide our views on the role
of Tribal governments and the National Indian Gaming Commission (NIGC) as reg-
ulators of Indian gaming operations.

Indian Tribes As Governments

I testified one year ago today before this Committee about the general state of
Indian gaming. As I did then, I again would like to first place Indian gaming in
proper context, by briefly providing some background about the Constitutional sta-
tus of Indian Tribes in the United States, and discuss briefly what Indian gaming
means to Indian country.

As this Committee well knows, before contact with European Nations, Indian
Tribes were independent self-governing entities vested with full authority and con-
trol over their lands, citizens, and visitors to their lands. The Nations of England,
France, and Spain all acknowledged Tribes as sovereigns and entered into treaties
with various Tribes to establish commerce and trade agreements, form wartime alli-
ances, and preserve the peace.

The United States Constitution specifically acknowledges the importance of trade
with Tribal governments in the Commerce Clause, which states that “Congress shall
have power to . . . regulate commerce with foreign nations, and among the several
states, and with the Indian Tribes.” U.S. Constitution, Article I, section 8, clause
3. The United States also entered into hundreds of treaties with Tribal govern-
ments. Through these treaties, Tribes ceded hundreds of millions of acres of Tribal
homelands to help build this great Nation. In return, the United States promised
to provide for the education, health, public safety and general welfare of Indian peo-
ple. The U.S. Supreme Court later acknowledged that this course of dealing with
Tribal governments established a trust relationship between Tribes and the United
States, with accompanying obligations on the part of the United States towards In-
dian people.

Over the past two centuries plus, the federal government has fallen far short in
meeting these solemn treaty and trust obligations. In the late 1800’s, the United
States adopted and implemented a policy of forced Assimilation, whereby the federal
government took Indian children from their homes, and placed them in military and
religious boarding schools where they were forbidden from speaking their language
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or practicing their Native religions. The concurrent policy of Allotment sought to de-
stroy Tribal governing structures, sold off treaty-protected Indian lands, and had
the result of further eroding Tribal land bases and devastating Tribal economies.
Finally, the Termination policy of the 1950’s again sought to put an end to Tribal
governing structures, eliminate remaining Tribal land bases, and attempted to relo-
cate individual Indians from Tribal lands with the help of one-way bus tickets to
urban areas with the promise of vocational education.

These policies resulted in death of hundreds of thousands of our ancestors, the
taking of hundreds of millions of acres of Tribal homelands, the suppression of Trib-
al religion and culture, and the destruction of Tribal economies. The aftermath of
these policies continues to plague Indian country to this day.

Tribal Government Self-Determination

Time and time again, these policies were revealed as failures. The persistence and
perseverance of Indian people demonstrated to the federal government that Indian
country was not going to fade away. On July 8, 1970, President Nixon formally re-
pudiated the policy of Termination and adopted a policy supporting Indian Self-De-
termination, which seeks to improve Indian education, fosters Tribal culture, and
enhances Tribal economic development, among other goals. Self-Determination re-
mains the Indian Affairs policy of the United States to this day. Tribal governments
have seen progress in rebuilding their communities as a result of the Self-Deter-
mination policy.

In the late 1960’s and early 1970’s, Tribal governments took self-determination to
heart, and opened the first Indian gaming operations to generate governmental rev-
enue to fund essential Tribal government programs and meet the shortfalls in the
federal obligations to provide for Indian education, health, and the general welfare
of Indian people.

State governments and commercial gaming operations challenged the rights of
Tribes to conduct gaming on their lands. These challenges culminated in the Su-
preme Court case of California v. Cabazon Band of Mission Indians, 480 U.S. 202
(1987). The Cabazon Court upheld the right of Tribes, as governments, to conduct
gaming on their lands free from state control or interference. The Court reasoned
that Indian gaming is crucial to Tribal self-determination and self-governance be-
cause it provides Tribal governments with a means to generate governmental rev-
enue for essential services and functions.

In 1988, one year after the Cabazon decision, Congress enacted the Indian Gam-
ing Regulatory Act (IGRA). The stated goals of IGRA include the promotion of Tribal
economic development and self-sufficiency, strengthening Tribal governments, and
establishing a federal framework to regulate Indian gaming. The Act also estab-
lished the National Indian Gaming Commission (NIGC). While there are dozens of
forms of gaming in America, the NIGC is the only federal commission to regulate
any form of gaming in the United States.

IGRA did not come from Indian country. A number of Tribal governments strongly
opposed the federal legislation. The Act is far from perfect, and the U.S. Supreme
Court has added to its imperfections. However, for nearly 23 years, more than 200
Tribes nationwide have made IGRA work to help begin to rebuild their communities
and meet the stated goals of the Act.

State of Indian Gaming

Indian gaming is the Native American success story. For more than three dec-
ades, Indian gaming has proven to be the most successful tool for economic develop-
ment for many Indian Tribes. In 2010, 236 of the 565 federally recognized Indian
Tribal governments operated gaming to generate revenue for their communities.

Many Tribes have used revenue from Indian gaming to put a new face on their
communities. Indian Tribes have dedicated gaming revenues to improve basic
health, education, and public safety services on Indian lands. We have used gaming
dollars to improve Tribal infrastructure, including the construction of roads, hos-
pitals, schools, police buildings, water projects, and many others. Gaming revenues
also enable Tribes to diversify their economies beyond gaming. Because of capital
provided by gaming, Tribes have invested in renewable energy projects, retails oper-
ations, manufacturing and other entrepreneurial ventures.

For many Tribes, Indian gaming is first and foremost about jobs. Indian gaming
is a proven job creator, establishing and fostering over 600,000 direct and indirect
American jobs in 2010. Indian gaming has provided many individual Indians with
their first opportunity at work. Just as importantly Indian gaming is bringing entire
families back to Indian country. Because of Indian gaming, reservations are again
becoming livable homes, as promised in hundreds of treaties. These American jobs
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go to both Indian and non-Indian alike. Without question, we are putting people to
work.

Indian gaming also benefits federal, state, and local governments. A June 2011
National Public Radio report, titled “Casino Revenue Helps Tribes Aid Local Gov-
ernments,” acknowledged that revenue from the Stillaguamish Tribe of Washington
helped prevent additional layoffs at the local Everett, Washington prosecutor’s of-
fice. The article also noted to the $1.3 million that the Tulalip Tribes recently gave
to the local school district after they heard about possible budget cuts and teacher
layoffs. These same scenarios are taking place in more than a hundred local juris-
dictions throughout the United States, saving thousands of jobs for American health
care workers, fire fighters, police officers, and many other local officials that provide
essential services to children, elders, and others.

In 2010, Indian gaming generated close to $13 billion for federal, state and local
governments budgets through compact and service agreements, indirect payment of
employment, income, sales and other state taxes, and reduced general welfare pay-
ments. Despite the fact that Indian Tribes are governments, not subject to direct
taxation, individual Indians pay federal income taxes, the people who work at casi-
nos pay taxes, and those who do business with Tribal casinos pay taxes. As employ-
ers, Tribes also pay employment taxes to fund social security and participate as gov-
ernments in the federal unemployment system. Indian Tribes also made more than
$100 million in charitable contributions to other Tribes, nearby state and local gov-
ernments, and non-profits and private organizations. In short, Indian gaming has
become a vital piece of the national economy.

As this Committee has highlighted over the past several years, much more needs
to be done. Indian gaming is not a cure all, and many Tribal communities continue
to suffer the devastating effects of the past failed federal policies. Too many of our
people continue to live with disease and poverty. Indian health care is substandard,
violent crime is multiple times the national average, and unemployment on Indian
reservations nationwide averages 50 percent. Again, only 236 of the 565 federal rec-
ognized Tribes are able to use gaming as a means of economic development.

To broaden the economic success of Indian gaming, NIGA is working with our
Member Tribes to further encourage Tribe-to-Tribe giving and lending. Through our
American Indian Business Network, we work to highlight the benefits of hiring Na-
tive owned businesses and procurement of Native produced goods and services. Em-
powering Tribal entrepreneurs and Tribal government owned businesses, will serve
to further diversify and strengthen Tribal economies.

In addition, we applaud the ongoing efforts of the NIGC to adopt a regulation to
implement the Buy Indian Act. The Buy Indian Act, states simply: “so far as may
be practicable Indian labor shall be employed, and purchases of the products of In-
dian industry may be made in open market in the discretion of the Secretary of the
Interior.” 25 U.S.C. 47. Such a regulation should give preference to qualified Tribal
government-owned and individual Indian-owned businesses when the NIGC pro-
cures goods or services. These efforts fully comport with the stated goals of IGRA
to foster Tribal economic self-sufficiency.

While much more must be done, Indian gaming has proven to be one of the best
available tools for Tribal economic development. Indian gaming has helped many
Tribes begin to rebuild communities that were once forgotten. Because of Indian
gaming, our Tribal governments are stronger, our people are healthier, and an en-
tire generation of Indian youth has hope for a better future.

Tribal Government Regulation of Indian Gaming

That’s what is at stake. Tribal governments realize that none of these benefits
would be possible without a strong regulatory system to protect Tribal revenue and
to preserve the integrity of our operations.

With regard to regulation, IGRA established a three-tiered system. This Commit-
tee’s 1988 report on the Act makes clear the original intent for the regulatory sys-
tem under the Act:

“[IGRA] provides for a system of joint regulation by Tribe and the federal gov-
ernment for Class II gaming on Indian lands and a system of compacts between
Tribes and states for regulation of Class III gaming. The bill establishes the
NIGC as an independent agency within the Department of the Interior. The
Commission will have a regulatory role for Class II gaming and an oversight
role with respect to Class III gaming.”

Senate Report 100-446, at 1 (Aug. 3, 1988).

This regulatory system vests local Tribal government regulators with the primary
day-to-day responsibility for regulating Indian gaming operations. This only makes
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sense, because no one has a greater interest in protecting the integrity of Indian
gaming than Tribes.

This framework contrasts from the failed framework of criminal jurisdiction in In-
dian country where Tribes rely on federal officials to investigate and prosecute
crimes that occur on Indian lands from offices and courtrooms that are often located
hundreds of miles from Indian country. Despite recent reforms, this system is a
proven failure. Washington, D.C. is simply not equipped to police Indian lands or
make local decisions for Tribal communities.

While Tribes take on the primary day-to-day role of regulating Indian gaming op-
erations, IGRA requires on coordination and cooperation with the federal and state
governments (in the case of Class III gaming) to make this comprehensive regu-
latory system work. The Tribal, state, and the federal governments must all work
hand-in-hand to ensure the effective regulation of Indian gaming.

Under the Act, the NIGC has direct authority to monitor Class II gaming on In-
dian lands on a continuing basis and has full authority to inspect and examine all
premises on which Class II gaming is being conducted.

Class III gaming is primarily regulated through a framework established through
individual Tribal-state gaming compacts. Here the two sovereigns agree upon a
framework to regulate Class III gaming based on arms length negotiations. As noted
above, Congress intended that the NIGC would maintain an oversight of Class III
gaming. As a result, under the Act, the NIGC:

e reviews and approves Class III Tribal gaming regulatory laws and ordinances;

e reviews Tribal background checks and gaming licenses of Class III gaming per-
sonnel;

e receives and reviews annual independent audits of Tribal gaming facilities, in-
cluding Class III gaming (all contracts for supplies and services over $25,000
annually are subject to those audits);

e approves all Tribal management contracts; and

e works with Tribal gaming regulatory agencies to ensure proper implementation
of Tribal gaming regulatory ordinances.

This comprehensive system of regulation is expensive and time consuming, but
Tribal leaders know what’s at stake and know that strong regulation is the cost of
a successful operation. Despite the Recession, Tribal governments have continued to
dedicate tremendous resources to the regulation of Indian gaming. In 2010, Tribes
spent more than $345 million on Tribal, state, and federal regulation:

e $250 million to fund Tribal government gaming regulatory agencies;

e $80 million to reimburse states for state regulatory activities negotiated and
agreed to pursuant to approved Tribal-state Class III gaming compacts; and

e $16 million to fully fund the operations and activities of the National Indian
Gaming Commission.

The Indian gaming regulatory system employs more than 3,400 expert regulators
and staff to protect Indian gaming. Tribal governments employ approximately 2,800
gaming regulators and staff. Among the ranks of Tribal regulators are former FBI
agents, BIA, Tribal and state police officers, former state gaming compliance regu-
lators, military officers, accountants, auditors, attorneys and bank surveillance offi-
cers. In addition, state governments employ more than 500 state gaming regulators,
staff and law enforcement officers to help Tribes regulate Indian gaming. At the fed-
eral level, the NIGC employs more than 100 regulators and staff.

In addition to the NIGC, a number of other federal officials help regulate and pro-
tect Indian gaming operations. Tribes work with the FBI and U.S. Attorneys offices
to investigate and prosecute anyone who would cheat, embezzle, or defraud an In-
dian gaming facility—this applies to management, employees, and patrons. 18
U.S.C. §1163. Tribal regulators also work with the Treasury Department’s Internal
Revenues Service to ensure federal tax compliance and the Financial Crimes En-
forcement Network (FinCEN) to prevent money laundering. Finally, Tribes work
with the Secret Service to prevent counterfeiting.

Tribal governments have also invested heavily in high tech state-of-the-art sur-
veillance and security equipment, and employ professional personnel to operate
these systems. Tribal surveillance systems are on par with the best systems in the
gaming industry, and exceed standards employed by state and commercial gaming
operations.

Against this backdrop of comprehensive regulation, the FBI and the Justice De-
partment have repeatedly testified that there has been no substantial infiltration
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of organized crime on Indian gaming. This system is costly, it’s comprehensive, and
our record and our experience shows that it’s working.

NIGA is encouraged by the Administration’s rededication to agency-wide govern-
ment-to-government consultation with Indian Tribes. On November 5, 2009, Presi-
dent Obama issued an Executive Memorandum directing each federal agency to sub-
mit to the Director of the Office of Management and Budget (OMB), a detailed plan
to implement the policies and directives of Executive Order 13175. Over the past
two years, all agencies have submitted and have begun to implement Tribal con-
sultation plans, and many have established offices of Tribal government relations.
These offices have opened countless doors and programs to Tribes in agencies that
were previously closed to Indian country.

With regard to Indian gaming, at the Department of Justice, the increased co-
operation and coordination between Tribal gaming regulators, Tribal police, and
U.S. Attorneys sends a strong message that any crimes in Indian country or against
Indian gaming operations will be prosecuted to the fullest extent of the law.

NIGA also appreciates the increased consultation on the part of the NIGC. In-
creased consultation has begun to repair frayed relationships with Tribal govern-
ments, and has led to increased coordination, and further improvements to regula-
tion.

NIGA is working with the NIGC to improve several areas, including training and
technical assistance, Class II gaming regulations, and the facility licensing regula-
tions. Tribal governments are encouraged by the NIGC’s ongoing regulatory review.
While these areas are detailed in comments to a variety of NIGC proposed rules,
I will focus my testimony on the need to review regulations relating to Class II gam-
ing.

Class II Indian Gaming

Congress, in enacting IGRA, struck a careful balance among the respective inter-
ests of three sovereigns: Tribal, federal, and state governments. That balance was
critically upset by the Supreme Court’s 1996 decision in Seminole Tribe v. Florida,
which found that a state could refuse to negotiate Class III Tribal-state gaming
compacts in good faith. This decision has resulted in a number of states (that con-
done and regulate other forms of gaming) exercising veto authority over Class III
Indian gaming. As a result, Indian Tribes in these states rely solely on Class II
gaming to generate governmental revenue to provide essential services to meet the
many needs of their communities.

For most of the past decade, the NIGC has created great uncertainty in the area
of Class II Indian gaming. With little Tribal input, the NIGC in past years devel-
oped unworkable gaming classification standards that went beyond the statutory
authority granted to the Commission in IGRA and that threatened the economic via-
bility of Class II gaming. Many of these proposed regulations sought to limit Class
II games to only those in play in 1988. This view stands in direct conflict with con-
gressional intent. The Senate Committee Report to IGRA states the following:

The Committee specifically rejects any inference that Tribes should restrict
Class II games to existing game sizes, levels of participation, or current tech-
nology. The Committee intends that Tribes be given the opportunity to take ad-
vantage of modern methods of conducting Class II games and the language re-
garding technology is designed to provide maximum flexibility.

Senate Report 100-446, at 9 (Aug. 3, 1988).

To better meet these intentions, the NIGC should make it a priority to revisit reg-
ulations that affect Class II Indian gaming in consultation with all Tribal govern-
ments and Tribal regulatory agencies. Specific areas with regard to Class II gaming
that deserve a closer look include the Class II Minimum Internal Control Standards,
technical standards for Class II gaming, and self-regulation of Class II gaming,
among other areas.

In this area, NIGA acknowledges the significant efforts of the Tribal leaders, Trib-
al regulators, and industry experts of the Indian Gaming Working Group. This
Group invested a considerable amount of time and thought into comments and pro-
posals to improve this area of the law and bring it closer to the original congres-
sional intent.

Conclusion

In conclusion, the Indian Gaming Regulatory Act has worked well to promote
“Tribal economic development, self-sufficiency, and strong Tribal governments,” as
Congress intended. Indian gaming is a true success story for Indian country and the
Nation as a whole.
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Tribal governments are mindful of what’s at stake, and Tribes nationwide have
committed significant and precious resources to maintaining a strong, seamless, and
comprehensive system of regulation. Much of the credit for this success goes to the
Tribal leaders who made the decision to spend more than $345 million to regulate
their operations, and to the thousands of men and women who are day-to-day front
line regulators of Indian gaming operations. In short, Indian Country is proud of
its gaming regulatory history and we are working hard to ensure that Tribal gaming
regulation remains strong into the future.

Mr. Chairman and Members of the Committee this concludes my remarks. Again,
thank you for this opportunity to testify today.

The CHAIRMAN. Thank you so much for your testimony.
And now we will hear from Mr. Hummingbird. Will you please
proceed with your testimony?

STATEMENT OF JAMIE HUMMINGBIRD, CHAIRMAN,
NATIONAL TRIBAL GAMING COMMISSIONERS/REGULATORS

Mr. HUMMINGBIRD. Thank you, Mr. Chairman.

I want to say on behalf of the National Tribal Gaming Commis-
sioners and Regulators that I am pleased to appear before you
today to provide insight into the regulatory side of the Indian gam-
ing industry from the perspective of a Tribal gaming regulator.

As Mr. Stevens mentioned, my name is Jamie Hummingbird. I
am a member and citizen of the Cherokee Nation where I serve as
the Director. And I have been serving in my capacity as a regulator
for 13 years. Before that, I had served in various capacities with
the nation and have served my nation for 20 years.

Prior to the enactment of the Indian Gaming Regulatory Act, or
IGRA, in 1988, Tribal gaming regulatory authorities, or TGRAs,
played a pivotal role in overseeing the conduct of gaming offered
on Indian lands. It was in the pre-IGRA era that the regulatory
principles and responsibilities of gaming regulators were estab-
lished and continue to be the foundation for each TGRA today,
namely the protection of Tribal assets, protecting the integrity of
the gaming environment, and accountability of the gaming oper-
ations.

One constant concept in the minds of Tribes and TGRAs as these
principles were expressed was that they were and remain an exer-
cise of the Tribe’s inherent sovereign authority to determine the
conduct of its operations. The IGRA required Tribes to draft gam-
ing ordinances establishing their respective gaming regulatory au-
thorities. The Act further clarified the role of Tribal gaming regu-
lators by specifying that Indian Tribes have the exclusive right to
regulate gaming on Indian lands.

In seeking balance of interests of the Federal Government and
the State governments, IGRA also created the National Indian
Gaming Commission to provide Federal regulatory oversight and,
as necessary, various States were expected to utilize their existing
regulatory bodies or to create them pursuant to the terms of a Trib-
al State compact.

Further, IGRA allowed Tribes to offer games that were not ex-
pressly prohibited within the State in which they reside, and IGRA
created gaming classifications and designated responsibility for reg-
ulating the various classes of gaming where Tribes are the sole reg-
ulators of Class I gaming and the primary regulator in Class II
gaming, with the NIGC maintaining and oversight role.
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Tribes also share responsibility for regulation with States under
the terms of the Tribal-State compacts.

The Tribal gaming ordinances which are subject to the review
and approval of the Chairman of the NIGC, fulfill basic require-
ments for Tribal propriety, revenue distribution, audits, the envi-
ronment, public health and safety, and management background
investigations.

Tribal gaming regulatory authorities must evaluate their gaming
environment and devise rules and regulations that are fitting to
their unique circumstances. As extensions of the gaming ordi-
nances, these regulations clarify the duties, authorities and meth-
ods by which Tribal gaming facilities are to be governed.

The regulations address the licensing of gaming facilities, indi-
viduals and vendors, approval of games that are to be offered, han-
dling tort and prize claims, surveillance, security, auditing and
overseeing compliance with environmental and public health and
safety activities.

Tribes also utilize internal control standards as a tool to gauge
a gaming facility’s level of compliance with applicable laws and reg-
ulations. There are numerous other tools and processes that are
utilized in these efforts, beginning with the employment of quali-
fied personnel.

Currently, and has been stated previously, the Tribal gaming in-
dustry is directly or indirectly responsible for employing over
600,000 individuals where there are approximately 4,000 Tribal
gaming regulators monitoring and ensuring the maximum effective
level of compliance with all gaming laws and regulations.

TGRAs also maintain strong lines of communication with Federal
law enforcement agencies, among them the Internal Revenue Serv-
ice, the Financial Crimes Enforcement Network, the Office of For-
eign Asset Control, and the Secret Service. Tribes also maintain
healthy relationships with the State and the NIGC regulatory of-
fices as they each have a role to play in the regulation of Indian
gaming.

Over the past several decades, Tribal gaming facilities have in-
creased the level of sophistication of their gaming activities by
using technology available as provided for by IGRA. Tribal regu-
lators have also attained highly sophisticated levels of security and
the qualifications of regulatory personnel have also increased. It is
not uncommon for a TGRA to employ credentialed professionals
such as certified fraud examiners, certified internal auditors, net-
work security administrators and background investigation special-
ists. Each of these disciplines aids in the development and the re-
finement of Tribal gaming regulations and internal controls.

The TGRAs must remain up to date as technology advances. In
the recent past, gaming vendors have introduced wireless gaming
and systems-based gaming and presently Internet gaming has be-
come a topic that has garnered a great deal of attention by every-
one in the gaming industry, including Tribes. And this issue and
its potential impact on Tribal gaming will be carefully monitored
by Tribes.

In conclusion, Chairman Akaka, while everyone involved in In-
dian gaming can probably agree that the IGRA is less than perfect,
it has proven to be a stable base for regulation. The IGRA has sur-
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vived numerous amendment attempts due to the many successes
that we have shown that overshadow its relatively minor short-
comings.

Tribes have consistently demonstrated substantial compliance
with all Tribal, Federal and where applicable, State laws and regu-
lations. Tribal gaming regulators are capably performing the due
diligence necessary to protect the Tribes and are proud of our his-
tory of protecting the integrity of the Indian gaming industry.

The responsibility of regulating Tribal gaming facilities is a task
that Tribal gaming regulators take very seriously, and it is the ob-
ligation to our Tribal citizens that drive us to excel.

On behalf of the National Tribal Gaming Commissioners and
Regulators, I thank you for the opportunity to appear before you
today and welcome any questions that you may have.

[The prepared statement of Mr. Hummingbird follows:]

PREPARED STATEMENT OF JAMIE HUMMINGBIRD, CHAIRMAN, NATIONAL TRIBAL
GAMING COMMISSIONERS/REGULATORS

Good afternoon Chairman Akaka, Vice-Chairman Barrasso, and Members of the
Committee. My name is Jamie Hummingbird, Chairman of the National Tribal
Gaming Commissioners/Regulators and member of the Cherokee Nation where I
serve as Director of the Gaming Commission.

The National Tribal Gaming Commissioners/Regulators is an organization com-
prised of Tribal gaming regulators from across America whose purpose is to promote
the exchange of thoughts, information and ideas in the pursuit of regulatory prac-
tices that are consistent, stable, and fair.

On behalf of the National Tribal Gaming Commissioners/Regulators I would like
to express our thanks for begin provided the opportunity to offer comments before
the Committee from the perspective of a Tribal gaming regulator. I would also like
to thank the Committee and the National Indian Gaming Commission (NIGC) for
the approach you have undertaken in seeking input from Tribes and their Gaming
Commissions and Agencies in a transparent manner.

The following comments are based upon the views of the membership of the Na-
tional Tribal Gaming Commissioners/Regulators (NTGCR) experiences and their fa-
miliarity with the subject of today’s hearing. Hopefully the comments will assist
with a better understanding as to the manner by which the day-to-day regulators
of Indian gaming operations view the role of the NIGC and the Tribal regulators
in regard to their specific responsibilities.

Defining the Regulatory Structure

Prior to the enactment of the Indian Gaming Regulatory Act (IGRA; the Act) in
1988, each Tribe’s Tribal Gaming Regulatory Authorities (TGRA) played a pivotal
role in overseeing the conduct of gaming offered on its respective Indian lands. It
was in this pre-IGRA era that the principles of regulation, roles and responsibilities
of gaming regulators were established, namely: protection of the Tribe’s assets; pro-
tection of the integrity of the gaming environment; and accountability of the gaming
operations. These principles of regulation were included as part of the IGRA and
remain the foundation for each TGRA today.

One constant concept incorporated in the regulations developed by the various
Tribes and their TGRAs was that they were and remain an exercise of the Tribe’s
inherent sovereign authority to determine the conduct of their own affairs. This con-
cept, although stated in a different manner, was articulated in the discussions and
hearings held by the Select Committee on Indian Affairs leading up to the passage
of and contained within the bill that would become the Indian Gaming Regulatory
Act, Senate Bill 555. This concept of Tribal sovereign authority is reflected in the
primary goal of the IGRA, which is to “preserve the right of Tribes to self-govern-
ment.” The senate report discussing S. 555 stated:

“In determining what patterns of jurisdiction and regulation should govern the
conduct of gaming activities on Indian lands, the Committee has sought to pre-
serve the principles which have guided the evolution of Federal-Indian law for
over 150 years. The Committee recognizes and affirms the principle that by vir-
tue of their original Tribal sovereignty, Tribes reserved certain rights when en-
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tering into treaties with the United States, and that today, Tribal governments
retain all rights that were not expressly relinquished.”

The Committee also sought to balance the interests of the states and the federal
government along with those of the Tribes. The language contained in the IGRA
provided the foundation on which the Indian gaming regulatory structure would be
built.

IGRA required Tribes to draft gaming ordinances that established their respective
regulatory authorities to preside over the regulation of gaming activities occurring
on Tribal lands. The Act further clarified the role of Tribal gaming regulators at 25
USC 2701 by specifying:

“The Congress finds that . . .

(5) Indian Tribes have the exclusive right to regulate gaming activity on In-
dian lands if the gaming activity is not specifically prohibited by Federal
law and is conducted within a State which does not, as a matter of crimi-
nal law and public policy, prohibit such gaming activity.”

The Act also created the NIGC to provide the federal presence in the Indian gam-
ing regulatory realm. When necessary, the various states were expected to utilize
their existing regulatory bodies or create them pursuant to the terms of a Tribal-
state compact.

With the advent of game classifications, games were placed in various categories
which were subject to different regulatory systems. The responsibility for regulating
the various classes of gaming was delineated as follows:

Class I Gaming—social or traditional games played as a part of Tribal cere-
monies or celebrations falls under the exclusive jurisdiction of the Tribes.

Class IT Gaming—bingo, pull-tabs, instant bingo, non-house banked card games
and other similar games wherein the Tribal gaming regulatory authorities were
established as the primary regulators over gaming activities with the NIGC pro-
viding oversight.

Class III Gaming—all other forms of gaming that are not Class I or Class II,
which are traditionally considered slot machines, horse-racing, and house
banked card games, could only be played in accordance with the terms of a Trib-
al-state compact in which regulatory responsibility was shared between the
states and Tribes.

Tribal Gaming Regulatory Authorities—Roles and Responsibilities

IGRA required Tribes to enact gaming ordinances, subject to the review and ap-
proval of the Chairman of the NIGC, that provides six (6) basic requirements:

1. The Indian Tribe will have the sole proprietary interest and responsibility for
the conduct of any gaming activity;

2. Net revenues from any Tribal gaming are not to be used for purposes other
than:
a. to fund Tribal government operations or programs;
b. to provide for the general welfare of the Indian Tribe and its members;
c. to promote Tribal economic development;
d. to donate to charitable organizations; or
e. to help fund operations of local government agencies;

3. Annual outside audits of the gaming, which may be encompassed within ex-
isting independent Tribal audit systems, will be provided by the Indian Tribe
to the Commission;

4. All contracts for supplies, services, or concessions for a contract amount in
excess of $25,000 annually (except contracts for professional legal or account-
ing services) relating to such gaming shall be subject to such independent au-
dits;

5. The construction and maintenance of the gaming facility, and the operation
of that gaming is conducted in a manner which adequately protects the envi-
ronment and the public health and safety; and

6. There is an adequate system which ensures that background investigations
are conducted on the primary management officials and key employees of the
gaming enterprise and that oversight of such officials and their management
is conducted on an ongoing basis.
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In order to fulfill this mandate, TGRAs must evaluate their Tribe’s gaming envi-
ronment and devise a set of rules and regulations that is compatible with their
unique circumstances. As extensions of the gaming ordinances, these regulations
clarify the duties, authorities, and methods by which Tribal gaming facilities are to
be governed. The licensing of gaming facilities, individuals and vendors, approval
of games that are to be offered, handling tort and prize claims, surveillance, secu-
rity, auditing, and overseeing compliance with environmental, public health and
safety activities.

Tribes also utilize internal control standards as a tool to gauge a gaming facility’s
level of compliance with applicable laws and regulations. As you may be aware it
was the National Indian Gaming Association (NIGA) and the National Congress of
the American Indians (NCAI) Tribal Leaders Task Force in the 1990’s that had the
foresight to organize a group composed of Tribal regulatory professionals to develop
Tribal Minimum Internal Control Standards based upon gaming industry standards.
This group developed the first set of Tribal Minimum Internal Control Standards
(MICS) that was later adopted by the NIGC as its MICS as a regulation. Since that
time the NIGC has called upon Tribal professionals to review and/or assist in the
development of various Indian gaming regulations.

In addition since the development of the NIGA/NCAI Task Force, Tribes devel-
oped their own internal policies, procedures, and regulations in regard to day-to-day
regulation. The NTGCR has assisted Tribes in developing their own internal regula-
tions and procedures that have assisted many if not most TGRAs to be independent
of the possible influence of Tribal politics.

Numerous other tools are utilized in these efforts, none more effective than the
employment of qualified personnel. The array educational and training skill sets of
regulatory personnel range from former law enforcement and former military per-
sonnel to accountants, auditors, surveillance, and information systems professionals.
This does not include other professionals retained by gaming regulators in the per-
formance of their duties, such as professionals in the areas of law, environmental
health, and risk management.

It is estimated that there are over 628,000 persons employed by or in service to
Tribal gaming facilities. These persons are employed by the gaming facility, ven-
dors, and third-party lessees. The vast majority of these individuals must success-
fully complete a background investigation in order to be considered eligible to work
in a Tribal gaming facility. Most often, the background investigation is performed
by the TGRA, but may also be conducted by a state regulatory agency pursuant to
a Tribal-state compact. The results of all investigations are provided to the NIGC
for their review. Further, these investigations are performed at regular intervals
after a person and/or vendor receives their initial gaming license, a large number
of which must undergo the process on an annual basis.

Currently, there are an estimated 3,500 individuals directly employed by Tribal
gaming regulators that oversee all Tribal gaming operations on a daily basis. In ad-
dition, the National Indian Gaming Commission directly employs roughly 100 people
to carry out its responsibilities. After accounting for the regulatory staff employed
by the respective state gaming agencies and there are approximately over 4,000 in-
dividuals that monitor and ensure the maximum level of compliance with all gaming
laws and regulations across the nation in Indian country.

These resources, including those utilized by the state and federal governments,
are paid for by Tribes. Some individual TGRAs, by virtue of the number and/or size
of their gaming operations, maintain operating budgets that rival that of the NIGC.

According to data contained in the NIGA 2009 economic impact report on Indian
gaming, there are 237 Indian Tribes operating 446 gaming facilities in 28 states.
As a part of this, Tribes spent over an estimated $350 million in the following areas
to regulate Indian gaming:

e $260 million to fund Tribal gaming regulatory authorities;
o $80 million to fund state regulatory agencies;
e $14 million to fund the National Indian Gaming Commission.

TGRASs also call upon outside agencies as necessary to address issues warranting
their particular expertise. Tribal, federal, and/or local law enforcement may assume
control over any potential criminal activity. Likewise Tribal prosecutors, local dis-
trict attorneys, or the United States Attorney General’s office may prosecute any
crime identified at a Tribal gaming facility. Across the country, state and federal
attorneys have successfully prosecuted those that would jeopardize the integrity of
the gaming facilities.

The Department of the Treasury, through its various agencies, receives regular
contact from Tribal gaming regulators and casino personnel as a part of maintaining
strict oversight of transactions. Whether complying with the requirements of the In-
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ternal Revenue Service, the Financial Crimes Enforcement Network, or the Office
of Foreign Asset Control, Tribes maintain strong lines of communication with fed-
eral agencies.

Tribes also work closely with the Secret Service in the event any potentially coun-
terfeit currency is confiscated. These relationships have led to several major arrests
and prosecution of the offenders. Tribes have also assisted federal task forces inves-
tigating money laundering. These same cooperative relationships have been estab-
lished with local police departments and sheriff’s offices.

Indian Gaming—Past, Present, and Future

Tribes have historically maintained a regulatory presence at its gaming facilities
since their inception. This presence, although similar to the current state of Indian
gaming regulation, began at a time when the number of Tribes participating in
gaming and the number of facilities they operated were a fraction of the number
currently in operation. The early regulatory systems were simpler in nature and re-
lied heavily on records to be maintained either manually or within limited electronic
data systems.

Over the past several decades, Tribal gaming facilities began to expand their loca-
tions and increased the level of sophistication of its gaming activities by using the
technology available at the time as permitted by the IGRA. Tribal regulators also
grew in sophistication. Now, Tribal gaming facilities and regulators use state-of-the-
art surveillance systems and computer monitoring systems to keep a watchful eye
over Tribal assets and gaming facility activities.

In addition to utilizing the newest technology to assist in overseeing Tribal gam-
ing operations, TGRAs have become more adept in using qualified third parties for
support. It is not uncommon for a Tribal gaming regulatory authority to employ in-
dividuals with credentials such as Certified Fraud Examiner, Certified Public Ac-
countant, Certified Internal Auditor, Software Engineer, Systems Administrator,
and Network Security Administrator, Pre-employment Screening and Background
Investigation Specialist to name just a few. Each of these disciplines has aided in
the development or refinement of Tribal gaming regulations and internal controls.

Educating Tribal gaming regulators is a continual process, requiring constant
monitoring of the gaming environment in an effort to prepare for emerging tech-
nology as well as changes in the legislative setting. TGRAs have led the way in de-
veloping meaningful regulations for their operations and continue to impact regula-
tion development at the state and federal level. Tribal working groups working in
various states as well as those formed to address federal regulations offer a collabo-
rative means to creating effective and efficient regulations.

That is not to say that once a regulation has been adopted that the process ends.
Regulations must be regularly reviewed to determine their validity and effectiveness
in relation to the state of the gaming industry. For example, in the past several
years, gaming vendors have introduced wireless gaming and systems-based/server-
assisted games. Most recently, Internet gaming has become a topic that has gar-
nered a great deal of attention by everyone in the gaming industry, including
Tribes, regardless of their role. This issue and its potential impact on Tribal gaming,
like so many other developments in the gaming industry over the past three dec-
ades, will be carefully monitored by Tribes so that a system of regulation can be
established.

Several amendments to the Indian Gaming Regulatory Act have been proposed
over the years. Two (2) of the more recent proposed amendments focused on off-res-
ervation gaming and expanding the role and authorities of the National Indian
Gaming Commission in light of the decision rendered in the Colorado River Indian
Tribes v. National Indian Gaming Commission, 466 F.3d 134 (D.C. Cir. 2006)(i.e.
the CRIT case). Tribes, too have sought to amend the Indian Gaming Regulatory
Act so to address the decision rendered by the Supreme Court in the Seminole Tribe
of Florida v. Florida, et. al., 517 U.S. 44, whereby the Court ruled that IGRA re-
quires compacts are to be negotiated in good faith by both the states and Tribes.

While everyone that deals with Indian gaming may agree that the IGRA is less
than perfect, it has proven to be a stable base on which so much has been built.
The Act has survived numerous amendment attempts due in large part to the great
many successes that overshadow the few failures that have been experienced. Tribes
have consistently demonstrated substantial compliance with all Tribal, federal, and,
where applicable, state laws and regulations. These facts have been attested to by
both state and federal oversight officials.

Conclusion

Indian gaming had humble beginnings, as did the Tribal gaming regulators. The
growth of Indian gaming under the IGRA has contributed to success of Tribal eco-
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nomic development and has led to the building of world-class gaming facilities.
Along the way, Tribal gaming regulators have evolved into world-class regulators.
The responsibility of regulating Tribal gaming facilities is a task that Tribal gaming
regullators take very seriously. It is the obligation to our people that drives us to
excel.

It is our membership’s belief that Tribal gaming regulators are capably per-
forming the due diligence necessary to protect the assets of the Tribes and are proud
of our history of protecting the integrity of the Indian gaming industry.

The CHAIRMAN. Thank you very much, Mr. Hummingbird.

Mr. Stevens, thank you so much for your statement. Let me spe-
cifically ask you this question about an issue. Do you think the Col-
i)radlg River decision weakened Class III regulation at the Tribal
evel’

Mr. STEVENS. No, sir. Absolutely not. I believe that our systems
are as strong or stronger today than they were five and a half or
so years ago when this decision came down.

Indian Country, and many of them are in the room today, has
been real responsible about developing regulations to protect our
industry. I think Mr. Hummingbird has the honor of not just rep-
resenting his own Tribe, but working with all these Tribes to put
together a solid foundation in Indian gaming regulatory responsi-
bility, and we believe that we are on top of the game. We don’t
think we are perfect, but every day we are working hard to get bet-
ter at it, sir.

The CHAIRMAN. Well, it is good to hear that.

Mr. Hummingbird, how has the role of Tribal gaming regulators
changed in the 23 years since IGRA was enacted?

Mr. HUMMINGBIRD. The Tribal gaming regulators today have
seen their potential augmented by the work that has been done in
the last 23 years. In those early days of Indian gaming under
IGRA, the systems were much simpler. The operations were a little
smaller. But as the years have seen the growth of Indian gaming
just increase almost exponentially, so too has the experience and
the effectiveness of Tribal gaming regulators.

We have learned what the IGRA’s intent is. We have made IGRA
work. We are on the frontlines every day looking to advance, as
Mr. Stevens just mentioned, looking for ways to improve what it
is that we do. And not just because it is a requirement under
IGRA, but because it is a part of our fulfillment of our obligation
to our Tribe. We always seek to do better. We always want to stay
ahead of the curve because we know there that things are out there
that are coming our way.

Just as we started this journey 23 years ago, I don’t think any-
body really contemplated where IGRA would take Tribes in the
gaming arena. But now that we have had that 23 years and we
have seen what has happened over the past two decades, we can
anticipate and expect to have that same experience in the future.
So we are always looking to evolve. We are always looking to ad-
vance.

The CHAIRMAN. Well, thank you for those remarks. You know
that as you become more successful, as you are seeing, it requires
stronger regulations and I am glad to hear that you are keeping
up with that.

I have a question for both of you. There are some who believe
IGRA should be opened up to revision. What are your thoughts on
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whether IGRA needs to be revised? And what, if any, legislative
changes would you recommend?

Mr. Stevens?

Mr. STEVENS. I apologize. I didn’t introduce Mr. Van Norman be-
cause I didn’t want to cut into my five minutes. So if I could, I
want to introduce Mr. Mark Van Norman. He is the Executive Di-
rector of the National Indian Gaming Association. He is a lawyer
and long-time veteran here in Washington, D.C., and he is a mem-
ber of the Cheyenne River Sioux Tribe. I would like to have him
give a quick summary of NIGA’s position regarding that, as di-
rected by the Tribal leadership.

The CHAIRMAN. Thank you. We would love to hear from him.

Mr. T4Van Norman. Thank you, Senator.

We feel that there is already a strong system in place under the
Indian Gaming Regulatory Act and that the NIGC does have au-
thority. And they have been going out to Tribes to conduct reviews
of the Tribal audits that are submitted to them on an annual basis.

In addition, they have authority under the Act to review the
Tribe’s enforcement of the Tribal gaming regulatory ordinances
that the NIGC approves. So when they go out for these audits, they
1can also review the Tribe’s performance under their own Tribal
aws.

And this is a good system because it recognizes Indian sov-
ereignty and self-determination and gives a level of oversight from
the Federal Government that is not unduly intrusive on the legisla-
tive authority of Tribes. So we believe that the system is strong
that is in place.

One failing that there has been is that the Supreme Court struck
down the safeguard for the Tribal-State compact system, and the
Tribal-State compact system is set up as a system for two
sovereigns, the Tribe and the State, to sit down and negotiate a
regulatory framework and issues related to Class III gaming.

And good faith is presumed on the part of the State, but if the
State refuses to negotiate or does not negotiate in good faith, the
Tribe may commence litigation. But in the Seminole case, the Su-
preme Court said that Congress did not have authority to waive
the State’s 11 th Amendment immunity. And we feel that if there
were any legislation that that is the primary issue to be addressed.

Thank you.

The CHAIRMAN. Thank you very much.

Mr. STEVENS. Thank you, Mr. Chairman.

The CHAIRMAN. Thank you.

Mr. Hummingbird?

Mr. HUMMINGBIRD. Thank you, Mr. Chairman.

I believe that, just as Mr. Van Norman has stated, I think Tribes
would not necessarily be in favor of opening up IGRA to amend-
ment simply because what we have built and what we have come
to know as Indian gaming regulation has been made possible and
has functioned well under the terms of IGRA as it is currently
written.

However, IGRA is open. I would highly suggest and highly rec-
ommend that there be equal representation. That there would be
a good process that would allow Tribes and States and the Federal
Government to maintain a level of parity that is equal to all.
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It is important I think to have regulatory input into such discus-
sions as individuals in my field offer a great deal of insight into
what constitutes and what can help lead to the development of
meaningful regulation or meaningful policy.

But in short, I would say that IGRA is working fine. There is an
old saying, if it ain’t broke, don’t fix it.

The CHAIRMAN. Thank you very much, Mr. Hummingbird.

Mr. Udall, I'll ask for your questions.

Senator UDALL. Thank you, Chairman Akaka.

Mr. Hummingbird, in your testimony you spoke about Tribal
gaming regulatory authorities. How can the NIGC be more effective
in supporting Tribes in establishing their gaming regulations and
monitoring? And does the technical assistance provided by NIGC
help? And how could that be more effective?

Mr. HUMMINGBIRD. Thank you, Senator Udall.

I think the role and the efforts that Chairwoman Stevens and
her administration have undertaken are very beneficial to Tribes.
I applaud the approach that she has taken with the consultations
in seeking out from Tribes their input on what their needs are, as
I believe that is one of the primary responsibilities that the NIGC
has under IGRA.

Tribes have come a long way. We are very effective at what we
do, but that does not mean that we sit on our laurels and don’t look
to grow, and that we don’t look to advance. And as people come
into the regulatory world, as oftentimes turnover does lead to new
people coming in, it is important to get the technical assistance and
technical training out to Tribes. But it is important also for the
NIGC to know what kind of training is needed out there and make
a very targeted approach to meeting the needs of the Tribes.

So I think the process that Chairwoman Stevens has undertaken
will lead to a much better and a much more effective approach in
providing the technical assistance that Tribes need.

Senator UDALL. And your sense is that the Tribal regulators,
they get a lot of assistance and they are getting additional assist-
ance from the NIGC, and that is an ongoing process that as it
needs to be.

Mr. HUMMINGBIRD. And continuing education is always a never-
ending process. Organizations such as mine, we provide training to
Tribal regulators specifically. NIGA provides training and there are
other areas for that, but NIGC has a unique role to play in this
and I think that they are on the right track to meeting that goal.

Senator UDALL. Shifting direction back to Mark Van Norman
and Mr. Stevens on this issue of opening IGRA up, as I understood
Mark’s testimony, what he was saying is that if there was any area
that Congress ought to look at it is this whole good faith negotia-
tion area. And what you can have happen is the statute says that
there should be good faith negotiations between States and Tribes.
But if it doesn’t happen, then Tribes have no place to go, basically.

Is that what we are saying? I mean, they can go to court, but
we have the ruling that the statute did not waive the 11th Amend-
ment immunity. And so they can go to court, but then the State’s
put up immunity so there is no place for them to go.

How many Tribes are in that situation now? Do you have a sense
of that? Somebody is whispering in your ear there.
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Mr. T4Van Norman. We have a sense that Tribes have actually
been very active in terms of engaging with the States and engaging
with the public. And that there is a high level of support for Indian
gaming among the public. We have been doing polling for years
and what we have seen is a level of about 65 percent public sup-
port. When people have a little bit of opportunity to come out to
Indian Country and see the facilities, you see the support going up
to 75 percent or more.

So some of the Tribes who have been frustrated in the compact
process have been able to go to the ballot and have successfully
done initiatives to get some of their compacts going.

We have other Tribes, as in New Mexico, that have worked with
the legislature to get compacts going. California, they have waived
the 11th Amendment immunity, but there have been some Tribes
that have been frustrated by the States raising 11th Amendment
immunity. I think Montana, it would be an issue up there.

So that is still an outstanding issue. We had a case in the Fifth
Circuit and the court was split on the Secretary’s regulations that
were intended to fill that gap, and two of the judges said the Sec-
retary either didn’t have the authority or had not done it right.
And one of the judges said the Secretary was spot-on.

So that is an area that if there were going to be any legislation
that Tribes would like to see remedied. I think in general, as
Chairman Hummingbird mentioned, Tribes are not eager to amend
the Indian Gaming Regulatory Act because I think folks are not
convinced that Tribal rights would increase through that legislative
process.

Senator UDALL. And so really what you are saying is that there
are other avenues, though. There may not be avenues in court, but
there may be avenues to go to public opinion. You can go to the
legislature. You can get a referendum or some process you have
citizens vote on. So there is some of that going on.

And I know in New Mexico, the Governors, whether it is Demo-
crats or Republicans, know that there are gaming facilities out
there and they are enjoyed by people that like to go there. And so
if an issue comes up of another Tribe wanting to do something,
they are willing to negotiate with them. But I guess there are some
areas where Tribes are blocked.

Mr. T4Van Norman. Well, I could think of in Louisiana, there is
one of the Tribes that is more newly recognized and the other
Tribes have compacts, but then they were not able to get a compact
and the Governor more recently has not been willing to negotiate
with the Tribe that was newly recognized.

So there are situations where the Tribes are completely blocked.
But Tribes have worked hard under the Act to make the Act work.

Senator UDALL. Yes, and I think that statement is very true,
your last statement. They have worked very hard to make it work.

Thank you, Mr. Chairman. Thanks for your courtesy. Sorry about
going over a little bit there.

Mr. STEVENS. Mr. Chairman, if I could, Mr. Chairman.

Senator, I wanted just to tag onto the question of training and
technical assistance. NIGA has advocated for many years that this
be made a high priority. Now, we are, as Chairman Hummingbird
has indicated, encouraged by the current National Indian Gaming
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Commission’s posture regarding this as a priority. But we appre-
ciate you asking that question because it is something that is very
important to us and something that will help us to build the integ-
rity in our operations. It is something that is of high priority of the
184-member Tribes that we represent.

Thank you.

The CHAIRMAN. Thank you very much for your responses. I want
to tell you that your responses have been valuable to us and will
help us proceed with you. And again, I want to stress that it is im-
portant that we keep in touch and continue to work together on
these issues.

So I want to thank you very much for being here today and help-
ing us in this respect.

Mr. STEVENS. Thank you, Mr. Chairman. We will make sure this
information gets out to our member Tribes. And they will utilize
their voice maybe to submit comments through the written process.

The CHAIRMAN. Thank you, Mr. Stevens.

Thank you, Mr. Hummingbird.

(11\/11". HUMMINGBIRD. Thank you for the opportunity to be here
today.

The CHAIRMAN. Thank you.

Now, I would like to invite the third panel to the witness table:
Mr. J. Kurt Luger who is Executive Director of the Great Plains
Indian Gaming Association; Ms. Sheila Morago, Executive Director
of the Oklahoma Indian Gaming Association; and Mr. John
Meskill, Executive Director of the Mohegan Tribal Gaming Com-
mission. I want to welcome you to the Committee.

Mr. Luger, will you please proceed with your testimony?

STATEMENT OF J. KURT LUGER, EXECUTIVE DIRECTOR,
GREAT PLAINS INDIAN GAMING ASSOCIATION

Mr. LUGER. But I am going to throw some quantitative figures
at you that you very seldom get to hear.

I represent 36 Tribes in the Great Plains region, that is Mon-
tana, North Dakota, South Dakota, Wyoming, Iowa, Kansas and
Nebraska. So I go from Kansas to the Texas border. You can see
why I have to wear a hat on my bald head to get by.

With that said, first of all, I want to give you our feelings on
NIGC currently. We feel they are on the right track. Unfortunately,
Senator McCain left here kind of in a huff, which is getting to be
predictable, and quite frankly, we are getting tired of it.

But the current NIGC has quantified in this regard. They have
complied with Indian Educators v. Kempthorne. That is important
to us. It is Indian preference in our Indian bureaucracies, Execu-
tive Order 13175 supported by Clinton, Bush and Obama. During
Chairman Stevens’ tenure, she has complied with that. Chairman
Hogan, her predecessor, would not.

What does it say? Respect for Tribal self-government and sov-
ereignty, provide Tribes with maximum administrative discretion
as possible, encourage Tribes to develop their own policies to
achieve objectives, defer to Tribal standards where possible, and
otherwise preserve the prerogatives under Indian authority.

I don’t see anything too darn wrong about that.
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Let’s take North Dakota, for example. My dear friend, then Gov-
ernor Hoeven, now Senator Hoeven, presided over three terms of
our compact process. I have a strong message from our Tribes. We
would like more respect for our Tribal Gaming Commissions. We
know what the score is. We know damn well that we need to keep
our customers satisfied and that we have to keep our doors open
vis-a-vis three tiers of regulation. We are not idiots.

If we don’t comply and we don’t regulate, we have no revenue.
We have no option. We must be credible to our customers and we
damn well are.

Senator McCain picked out one FBI case, one out of a $26 billion
industry. That is a pretty damn good record. He doesn’t say any-
thing about the ones we have caught using our State and gaming
compact people, our Tribal officials and Federal officials. It is a suc-
cess story.

In North Dakota, my little five operations in a State of 800,000
people spent $7.1 million in regulatory costs last year. They have
325 regulators in our field in these little tiny, small, modest oper-
ations. We are regulated upon regulation upon regulation.

In South Dakota, they spent $6.5 million in regulatory expenses
last year. All the North Dakota Tribes and South Dakota Tribes
have worked diligently through a State gaming compact process
that needs to be recognized. We are under the gun. We meet every
two years with our State Minority Leaders, Majority Leaders, At-
torneys General, the Governor’s Office. How are things going and
do we need to make any adjustments.

I would think that Senator Hoeven would tell you he has a pretty
good understanding of how these relationships work. And obwi-
ously, being the authorizing body for three terms and felt more
than comfortable with it, he certainly was satisfied and so was his
Attorney General, both Republican.

Our compacts provide GAAP IGRA standards for accounting, reg-
ulation, testing, reporting for machines to the State, regulations for
table games, background checks conducted by the State Attorney
General’s Office, and licensing standards by our Tribal Gaming
Commissioners, random inspections by the State Attorney Gen-
eral’s Office. He can call up anytime and look at any dang thing
he wants to, and Tribal gaming commissioners.

I know for a fact, and I am sorry that Senator Hoeven was not
feeling well today, but he has a great respect for the Tribal nations.
You can see by the amount of votes that he won in that State to
take this seat. And part of that, a large part of it is the way he
handled one of the largest business we now operate which is gam-
ing.

And to think that we might need more regulation, I use Senator
McCain’s words, talk about a waste of taxpayers’ expense in a re-
cession we want to consider more regulation on our industry? I
don’t get it. Approximately, look at the economic impact. We are
the epitome of IGRA in my region; 4,000 full-time working people
in the States of North and South Dakota with full benefits, includ-
ing insurance. That is unheard of when I grew up there.

Mr. Chairman, Mr. Udall, other Members of the Committee, you
have known of projects over decades and decades that have failed
and failed, but by God, this one didn’t. It provided the employment
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feature. It provided us the relationship with the financial institu-
tions to finally get a loan once in a while. It has enhanced our rela-
tionships regionally, locally, and politically.

In 2010, our in-State purchasing in North and South Dakota was
$125 million; 122 communities in North Dakota got checks from
our casinos; 91 communities in the State of South Dakota got
checks from our casinos. It is working.

Federal and State reporting requirements, that would be a prob-
lem. We do have some redundancy in there, but that seems to be
formatting in nature, things that can take place.

And T have to stop to say hello to my dear and good friend, Sen-
ator Hoeven. I just got done bragging you up, Senator. I am sorry.

[Laughter.]

Mr. LUGER. You will see it in the testimony. And as Senator
Hoeven sits, I am here to tell you that I doubt there are few in
Congress, and I am bragging on Senator Hoeven’s part, that would
have the unique responsibility of dealing with these treaty issues
on a day-to-day basis in the Executive Branch for three terms. And
he left there, I could not say that this man would have any more
respect for our Tribal membership, our veterans, and our busi-
nesses than you can have.

And I am here to tell you, I am ready to answer the two ques-
tions. We damn well don’t need a legislative fix. It is the last thing
we need. The predecessor he was talking about in my opinion and
many in Indian Country was a personal bone and it is time to bury
that bone. There has been no ill effects out of the Colorado River
case. We are more astute than that. If anything, our radar screens
went on even higher to make sure that there wasn’t. But the fact
remains that you can go out to the Attorney General’s Office and
the Governor’s Office and say what is wrong out there in Indian
Country. Where are all these crimes taking place?

And I am here to tell you under Governor Hoeven, his Attorney
General and their law enforcement people, our Tribal gaming en-
forcement people, and our State law enforcement people worked to-
gether. And whenever we did find a problem, the only question was
where could we send them to the maximum jurisdiction for sen-
tencing? And it was a cooperative effort led by this fine gentleman
right here, now Senator Hoeven.

And in closing, I would like to say that it has almost become pre-
dictable for this legislative fix to come up and I can’t see how it
would ever get into law anyway. I just don’t see a legislative track
for it because I am telling you, for me, as I am here testifying, that
I don’t see the need for it. There is no hue and cry for it out there
in the Executive Branch world and our State governments or their
Attorneys General office.

In closing, I would like to thank the Honorable Members of the
Commission for their continued support of our veterans, our be-
loved veterans. They need care of their in-service and when they
come back from service. Senator Hoeven is a perfect example of
somebody that went out of his way to do everything he could. He
has buried several of our Tribal members; has been there; has seen
the sorrow; has seen the needs.
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And with that said, I cannot thank you enough to the Members
I know on this Committee of your previous support for our vet-
erans’ affairs.

And the last thing is, and I reflect directly on this man here as
well as myself, the flood damage on the Missouri River. Please
don’t forget that. That is a huge story that is not being played out
in the media. Our good Senator lost his own home. I lost my home.
Tlr(liere are many others out there that have and it still continues
today.

So I want to thank the Members of this Committee for their
time. I am honored to be here and stand ready to answer any ques-
tions that you have of me.

Thank you.

[The prepared statement of Mr. Luger follows:]

PREPARED STATEMENT OF J. KURT LUGER, EXECUTIVE DIRECTOR, GREAT PLAINS
INDIAN GAMING ASSOCIATION

Good Morning, Chairman Akaka and Members of the Committee. Thank you for
inviting me to testify this morning.

My name is Kurt Luger and I am a member of the Cheyenne River Sioux Tribe.
I grew up on the Standing Rock Sioux reservation in North Dakota on my family
ranch and my family operates a grocery store and small business in Fort Yates,
North Dakota.

I serve as the Executive Director of the Great Plains Indian Gaming Association
which covers North Dakota, South Dakota, Nebraska, Iowa, Kansas, Wyoming, and
Montana. GPIGA was in 1997, and we have 289 Tribes as Members. Together these
iI‘ril()ial nations exercise jurisdiction over fifteen (15) million acres of federal trust
and.

At GPIGA, our mission is to bring together the federally recognized Indian Na-
tions in the Great Plains Region who are operating gaming enterprises in a spirit
of cooperation to develop common strategies and positions concerning issues affect-
ing all gaming Tribes; to promote Tribal economic development and its positive im-
pacts within the Great Plains; to provide pertinent and contemporary information
for the benefit of the GPIGA member nations; to draw upon the unique status of
those Great Plains Indian Nations which have treaties between themselves and the
United States; and to provide our Member Tribes with information about national
legislation and issues affecting Tribal economic development.

The National Indian Gaming Commission was established to assist Indian Tribes
with the regulation of Indian gaming. Under IGRA, Tribal gaming regulators are
the primary day-to-day regulators of Indian gaming and they regulate Indian gam-
ing under Tribal gaming ordinances, which are approved by the NIGC provided that
they conform to minimum federal statutory standards.

It bears repeating that Tribal regulators are the primary regulators of Indian
gaming. In North Dakota for example, Tribal governments employ more than 325
Tribal regulators and staff. Tribal governments spend more than $7.4 million on
Tribal and state regulation of Indian gaming in North Dakota. That’s $1.48 million
per Tribal government and we run relatively modest operations. In the future, our
Tribal government’s regulatory efforts and expenditures need to be recognized to
provide an accurate overall picture of regulatory expenditures in Indian country.

Naturally, we are concerned about the manner in which the NIGC approaches its
mission to assist Tribes in regulating Indian gaming. Under the previous adminis-
tration we found an uncooperative environment and often Tribes were left with the
impression the NIGC had chosen to write regulations without Tribal input. In addi-
tion, we were concerned with the lack of training and technical assistance on those
regulations to Indian Tribes and Tribal regulators. Under the current NIGC Com-
mission chaired by the Honorable Tracie Stevens, the atmosphere is one of greater
cooperation and understanding of the role of the Tribal gaming commissions. The
current Commission has improved the relationship between our Tribal gaming in-
dustry and the federal regulatory authority. They have taken sincere steps to im-
prove government to government relationships with our Tribal nations through the
implementation of a real Tribal consultation policy. The current Commission has
complied with Indian Educators Federation v. Kempthorne, which ruled that Indian
preference in hiring applied to all “positions in the Department of the Interior,
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whether within or without the Bureau of Indian Affairs, that directly and primarily
relate to providing services to Indians . . .”

The current Commission has taken great strides to strengthen the United States’
government-to-government relationships with Indian Tribes. In 2000, President
Clinton issued Executive Order No. 13175, which directed Federal agencies to con-
sult and coordinate with Indian Tribes on Federal rulemaking and agency actions
that had substantial direct impacts on Tribal self-government, Tribal lands and
treaty rights. The Executive Order provided that agencies shall adhere to the fol-
lowing criteria:

o Respect for Tribal self-government and sovereignty, treaty and other rights that
arise from the Federal trust relationship;
e Provide Tribes with the maximum administrative discretion possible; and

e Encourage Tribes to develop their own policies to achieve objectives, defer to
Tribal standards where possible, and otherwise preserve the prerogatives au-
thority of Indian Tribes.

The Executive Order also directed Federal agencies to consider the need for the
regulation in light of Tribal interests, take Tribal concerns into account, and use
consensual mechanisms for decisionmaking, including negotiated rulemaking, where
appropriate. On September 23, 2004, President Bush issued an Executive Memo-
randum directing Federal agencies to adhere to Executive Order 13175. On Novem-
ber 5, 2009 President Obama signed a memorandum which directed each agency
head to submit a detailed plan of how they would implement the policies and direc-
tives of Executive Order 13175. With the current Commission’s extensive consulta-
tion schedule the Federal-Tribal government-to-government relationship has become
more meaningful.

In closing, we encourage the NIGC to continue the direction of cooperation and
mutual respect for our Tribal economic development ventures.

The CHAIRMAN. Thank you very much.
Ms. Morago, will you please proceed with your testimony?

STATEMENT OF SHEILA MORAGO, EXECUTIVE DIRECTOR,
OKLAHOMA INDIAN GAMING ASSOCIATION

Ms. MoORAGO. Thank you, Chairman Akaka and distinguished
Members of the Committee. On behalf of the Oklahoma Indian
Gaming Association and its 22 member Tribes, allow me to extend
my deepest appreciation for this opportunity to provide testimony
to you today.

My name is Sheila Morago. I am a proud member of the Gila
River Indian Community. I am the Executive Director of the Okla-
homa Indian Gaming Association, a position I have held for the
last two months.

While my tenure at OIGA has recently begun, I have been in the
business of Indian gaming since 1994. Most recently, I spent eight
years as the Executive Director for the Arizona Indian Gaming As-
sociation.

Tribal governmental gaming in Oklahoma has come a long way
from our first days in bingo halls in the early 1980s to now being
the fourth-largest gaming jurisdiction in the United States, doing
over $3 billion in business. We are surpassed only by Nevada, Cali-
fornia, and New Jersey in size of total gaming revenues generated.

In 2009, the gross rate of gaming in Oklahoma led the Nation.
Oklahoma is home to 39 Tribes, 33 of whom engage in gaming as
a form of economic development. These 33 Tribes operate 111 gam-
ing facilities, which range in size from a fuel stop with a few ma-
chines to large, full-scale destination resorts.

While many think that we have become large overnight, our
growth has been slow and deliberate. Since the early days in Okla-
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homa, Tribes have used their gaming revenues to better the lives
of their Tribal members. Gaming revenue has been used to backfill
ever-shrinking Federal funds and we have used these revenues to
educate our children, take care of our elders, improve our infra-
structure, and taking to heart the true meaning of IGRA.

The first Tribal-State compacts were signed in 1992, which al-
lowed horse racing wagers in Tribal casinos. The current compacts
in Oklahoma were approved by the citizens of the State through
referendum in 2004. Through these compacts, for the first time the
Tribes share their revenues from compacted games with the State.
This revenue-sharing with the State of Oklahoma has now grown
to exceed $100 million annually.

While the 2005 compacts expanded Class III gaming options
available to our customers, Oklahoma remains a very strong Class
II market. For that reason, we occupy a very unique niche in the
Indian gaming industry and we understand our business very well
as evidenced by the continued strong growth of our gaming busi-
ness. We have applied these lessons learned with every expansion
we have undertaken.

We also understand how to regulate our gaming very effectively.
While I say that with pride, it is not a meaningless boast. The
Tribal gaming regulators from Oklahoma are among the most high-
ly regarded regulators in the Country. In fact, many State regu-
lators have come to visit our regulators seeking the benefit of their
expertise.

One of the reasons Oklahoma Tribes have developed such a
strong regulatory pedigree is they realized early on that in the de-
velopment of smart and effective regulations, our Tribal regulators
had to work closely with our facility operators. This process has
worked very effectively for many years in jurisdictions like Nevada.
It has enabled them to promulgate regulations that are workable
because the regulations are based on real business operations that
take place in the casinos.

This regulatory development process has been very important in
Oklahoma because our Tribes have been leaders in Class II gaming
to where it is today, including the tremendous technological inno-
vations we have made.

There are many unique features to our machines. To be smart
and effective in our regulatory efforts, we have had to develop proc-
esses and procedures specifically tailored to Class II gaming. So to
be honest, our Tribes were disappointed when the prior NIGC
Chair and his staff did not respect our many years of expertise and
refused to consider opinions we offered on how the NIGC can best
write effective regulations, particularly with regard to the Class II
games.

We never expected NIGC to agree with us on all matters all the
time. However, we merely asked for respectful consideration of our
views. We are very pleased now to say that from our perspective,
the current NIGC Chair and her staff have taken the time to hear
our views and to carefully deliberate on how to develop the most
effective regulations.

Again, we do not anticipate the NIGC to agree with us on all
matters all the time. However, we greatly appreciate the respectful
consideration of our opinions. The OIGA member Tribes have been
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pleased with the deliberate pace at which the NIGC has proceeded
in its regulatory review. It has been our desire to have the most
effective and efficient regulations, and we believe that it is impor-
tant to take our time to get it right.

Unlike commercial gaming, Oklahoma Tribes use their gaming
revenues for governmental purposes. We are responsible to our
Tribal members to operate our gaming facilities in the most effi-
cient and effective manner possible in keeping with sound business
and good regulatory practice. Every dollar that is not wisely spent
in our gaming operations and regulation are dollars that do not go
to educate our children, provide health care to our elders, and build
safer roads or any of the other myriad government responsibilities
we have.

This current consultation and regulatory schedule we believe will
result in the right regulations. Furthermore, it will provide the
NIGC with the time to ensure they will be able to fulfill their Fed-
eral trust responsibilities under IGRA. And finally, having regula-
tions that are drafted so they fit our unique industry will end the
constant redrafting and reworking of Class II Federal regulations
that have taken so much time and exhausted Tribal resources that
are needed badly elsewhere.

Thank you, Members of the Committee, for the opportunity to
present our views of the OIGA member Tribes. I stand ready to an-
swer any questions you may have.

[The prepared statement of Ms. Morago follows:]

PREPARED STATEMENT OF SHEILA MORAGO, EXECUTIVE DIRECTOR, OKLAHOMA
INDIAN GAMING ASSOCIATION

Good afternoon Chairman Akaka, Vice Chairman Barrasso, and distinguished
members of the Committee.

On behalf the Oklahoma Indian Gaming Association and its 22 member Tribes,
allow me to extend my deepest appreciation for this opportunity to provide testi-
mony to you today. My name is Sheila Morago and I am a proud member of the
Gila River Indian Community. I am the Executive Director of the Oklahoma Indian
Gaming Association, a position I have held for the last two months. While my ten-
ure at OIGA has really just begun, I have been in the business of Indian Gaming
since 1994. Most recently I spent 8 years as the Executive Director of the Arizona
Indian Gaming Association.

Tribal Governmental Gaming in Oklahoma has come a long way from our first
days as bingo halls in the early 1980s, to now being the fourth largest gaming juris-
diction in the United States doing over $3 billion in business. We are surpassed only
by Nevada, California and New Jersey in size of total gaming revenues generated.
In 2009 the growth rate of gaming in Oklahoma led the nation.

Oklahoma is home to 39 Tribes, 33 of whom engage in gaming as a form of eco-
nomic development. These 33 Tribes operate 111 gaming facilities, which range in
size from fuel stops with a few machines, to large full-scale destination resorts.
While many may think that we have become large overnight our growth has been
slow and deliberate.

Since it’s earliest day’s Tribes in Oklahoma have used their gaming revenues to
better the lives of their Tribal members. Gaming revenues have been used to back-
fill ever shrinking federal funds and we have used these revenues to educate our
children, take care of our elders, improved our infrastructure and taking to heart
the true meaning of IGRA.

The first Tribal state compacts were signed in 1992, which allowed horseracing
wagers at Tribal casinos. The current compacts in Oklahoma were approved by the
citizens of the state through a referendum in 2004. Through these compacts, for the
first time, the Tribes shared their revenues from compacted games with the state.
This revenue sharing with the state of Oklahoma has grown to now exceed $100
million annually.
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While the 2005 compacts expanded the Class III gaming options available to our
customers, Oklahoma remains a very strong Class II gaming market. For that rea-
son we occupy a unique niche in the Indian gaming industry. And we understand
our business very well, as is evidenced by the continued strong growth in our gam-
iing businesses. We have applied our lessons learned to each expansion we have

one.

We also understand how to regulate our gaming very effectively. While I say this
with pride, it is not a meaningless boast. The Tribal gaming regulators from Okla-
homa are among the most highly regarded regulators in the country. In fact, many
state regulators have come to visit with our regulators seeking to benefit from their
expertise.

One of the reasons the Oklahoma Tribes have developed such a strong regulatory
pedigree, is they recognized early on that to develop “smart” and effective regula-
tions, our Tribal regulators had to work closely with our facility operators. This
process has worked very effectively for years in jurisdictions like Nevada. It has en-
abled them to promulgate regulations that are workable because the regulations are
based on the real business operations that take place in the casino.

This regulatory development process has been very important in Oklahoma. Be-
cause our Tribes have been the leaders in advancing Class II gaming to where it
is today, including the tremendous technological innovations we have made, there
are many unique features to our games. To be smart and effective in our regulatory
efforts, we have had to develop processes and procedures that are specifically tai-
lored to Class II gaming.

So to be honest, our Tribes were disappointed when the prior NIGC chairman and
his staff did not respect our many years of expertise and refused to consider the
opinions we offered on how the NIGC can best write effective regulations, particu-
larly with regard to Class II games. We never expected the NIGC to agree with us
on all matters all the time. However, we merely asked for respectful consideration
of our views.

We are very pleased now to say that, from our perspective, the current NIGC
chair and her staff have taken the time to hear our views, and to carefully delib-
erate on how to develop the most effective regulations. Again, we do not anticipate
that the NIGC will agree with us on all matters all the time. However, we greatly
appreciate the respectful consideration of our opinions.

The OIGA member Tribes have been pleased with the deliberate pace with which
the NIGC has proceeded in its regulatory review. It has always been our desire to
have the most efficient and effective regulation, and we believe that it is important
to take the time to get it right.

Unlike commercial gaming, Oklahoma Tribes use their gaming revenues for gov-
ernmental purposes. We are responsible to our Tribal members to operate our gam-
ing facilities in the most efficient and effective manner possible, in keeping with
sound business practices and good regulatory practices. Every dollar that is not
wisely spent in our gaming operation and regulation, is a dollar that does not go
to educate our children, provide healthcare to our elders, build safer roads, or any
other of the myriad governmental responsibilities we have.

This current consultation and regulatory promulgation schedule we believe will
result in the “right” regulations. Furthermore, it will provide the NIGC with the
time to insure they will be able to fulfill their federal trust responsibilities under
IGRA. And finally, having regulations that are drafted so they fit our unique indus-
try will end the constant redrafting and reworking of Class II federal regulations
that has taken so much time and exhausted Tribal resources that are badly needed
elsewhere.

Thank you members of the Committee for the opportunity to present the views
ﬁf the OIGA member Tribes, and I stand ready to answer any questions you may

ave.

The CHAIRMAN. Thank you very much for your testimony.
Mr. Meskill, will you please proceed with your testimony?

STATEMENT OF JOHN MESKILL, DIRECTOR, MOHEGAN
TRIBAL GAMING COMMISSION

Mr. MESKILL. Thank you, Chairman Akaka, Members of the
Committee and staff.

My name is John Meskill. I have been the Director of the Mohe-
gan Tribal Gaming Commission since April of 2001. Prior to my
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employment by the Mohegan Tribe, I served as the Executive Di-
rector of the Mashantucket Pequot Gaming Commission, and before
that, I served for four and a half years as the Executive Director
of the State of Connecticut’s Gaming Regulatory Agency, the Divi-
sion of Special Revenue.

I was also a member of the NIGC’s Minimum Internal Controls
Advisory Committee in 2004 and 2005.

I appreciate the opportunity to testify today regarding the role of
Tribal regulators as the primary regulatory authority of Tribal
gaming operations. In my 19-plus years as a gaming regulator, I
have seen first-hand the serious commitment the Tribes have to
protect the integrity of their gaming operations. This commitment
involves considerable resources expended by the Tribes.

For example, in fiscal year 2011, the Mohegan Tribe will spend
over $26 million on regulatory costs for its own employees, includ-
ing police, public safety and compliance personnel, plus outside
auditors and an additional $6.8 million for costs assessed by the
State of Connecticut for regulatory services the State provides re-
lated to Mohegan Sun. Detail on these regulatory services and ex-
penses are set forth in schedule A that is attached to my testimony.

Under the Mohegan Tribe’s compact with the State of Con-
necticut, I work closely with the State Gaming Agency in admin-
istering a comprehensive regulatory framework that is closely tai-
lored to the types of games and scope of gaming which are enjoyed
under the constant development of Mohegan Sun.

Under our Tribal-State compact, which was first signed and ap-
proved in 1994, the State Gaming Agency and the Commission I
oversee jointly regulate all aspects of Class III gaming on the Mo-
hegan Reservation through standards of operation and manage-
ment.

Each proposed change to the standards of operation and manage-
ment, which are necessarily frequent, is required to be sent to the
State Gaming Agency for its review and comment, and in certain
sensitive areas such as cage operations and technical standards for
slot machines, State approval is required before such standards
may be implemented.

This process, which also includes outside certification, for exam-
ple, of new gaming equipment, can be lengthy and detailed. So my
agency appreciates the NIGC as a valuable resource when it comes
to developing and enhancing standards. However, we also appre-
ciate that the Commission’s role for Class III gaming does not ex-
tend a third layer of review and regulation over those standards of
operation and management, which of necessity need to be adapt-
able to the needs of a particular Tribal gaming jurisdiction.

By compact, the State Gaming Agency also licenses Mohegan
Sun’s gaming employees after a background investigation for each
employee has been completed by the Connecticut State Police.
While we don’t always agree with the State on all regulatory
issues, we are usually able to find common ground in resolving our
differences.

In the 15 years the Mohegan Tribe has operated its casino, the
State has never alleged that the Tribe has failed to comply with
the provisions of the State gaming compact.
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Over the years, I have also worked closely with NIGC and I have
a great deal of respect for the wide range of expertise that has been
assembled at that agency. While the CRIT decision has altered the
mission of the agency, the NIGC continues to be a valuable re-
source for Tribal regulators when we seek advice on accounting and
auditing issues, and questions about gaming technology that they
have reviewed in other jurisdictions, and best practices for internal
controls. I have always found the staff at NIGC to be informative
and responsive.

And in closing, I also want to thank the Committee for sched-
uling this hearing to coincide with NIGC consultation, which I am
also attending with the Vice Chairman of the Mohegan Tribe,
James Gessner. I know that the Mohegan Tribe appreciates this
Committee’s longstanding respect for the government-to-govern-
ment relationships between the Tribes and the Federal Govern-
ment and the Tribe also appreciates NIGC’s renewed efforts to con-
sult with the Tribes in all aspects of the regulatory rules and rule-
making.

Again, I would like to thank the Chairman and the Members of
the Committee for the opportunity to testify today.

Thank you.

[The prepared statement of Mr. Meskill follows:]

PREPARED STATEMENT OF JOHN MESKILL, DIRECTOR, MOHEGAN TRIBAL GAMING
COMMISSION

Good efterncon Chairman Alkaka, Vice Chairman Barasso and Members of the
Commitice and staff., My name is John Meskill; I have been the Director of the
Moheggn Tribal Gaming Commission since April of 2001, Prior to my
employment with the Mohegan 'Tribe I served as the executive director of the
Mashantucket Pequot Tribal Gaming Commission and before that 1 served for
four and one-half years as the cxecutive divector of the State of Connecticut’s
gaming regrlatory agency, the Division of Special Revenue, I was alsa a member
of the NIGC's Minimum Infernal Contral Standards (MICS) Advisory Commilfee
in 2004 and 2003,
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I appreciate tids opporhiily to festify foday resarding the role of tribal
vegulatars as the primary regulalory authorify of Tribal gaming operaﬁaﬁs. In
my 9 plus years gs a gaming regulztor T have seen firsthand the serious
eommitment that Tribes have f;o profeect the intaerity of thelr gaming operations.
Thiz comumitment involves considerable resources expendead by Tribes, Yor
exaryple in fiseal 2011 the Mohegan Tribe will spend over §28 rillion dollars on
reglatory costs for its own employees, inchuding police, public safety

ami complignes personnel, plus ontside suditors and sn additions] §8.8 million
dolfars for costs assessad by the Sfa&: of Connestiout for regulatory services the
State provides related o Mohegan Sun., Detail on these regulatory services and

expenses are set forth in Soheduls A attuched fo my festmony,

Undgy the Mohegan Tribe’s compact with the Stete of Connectivnt 1 wark closely
with the Stafe Gaming Agency in administering & comprehensive regulatory
Frarue work that iz closely fuilored o the fypes of gamesand wope of gaming
which are enjoyed and wader constant development at Mohegan Sun, Under ouy
Tribal-&ate Compact, which was first sighed and approved n 1984, the Stafe
Caming Ageney and the Comnission I overses joinfly regulate all aspects of Clase
B gaming on the Mahegan ReservaFon through Standards of Operation and

Management Fach proposed change fo the Standards of Operaiion, and changay



43

are necessarily frequent, is recuired to be sent to the State Gaming Agency for its
review and comment and, in certain sensitive arcas such s3 cage operations and
technical standards for slot machines, state approval is reqaived hefore such
standards may be implemenied. This process, which often includes cutside
certification, for example of new gaming cquipment, can be lengthy and detailed,
so my egency appreciates that the NIGC is a valuable resource when it ¢ormes to
developing and enhancing standards, However, we also appreciate that the
Cormission’s role for Class 11 gaming dass not extend a thivd layer of review
and regulation over these Standards of Operation, which of necessity need to be
flexible and adaptable to the needs of & particular Tribal gaming jurisdiction. By
Compact the State Gaming Agency also licenses the Mohegan Tribe'’s gaming
employees aficr & backeround investigation for each employee has been
completed by the Connecticut State Folice. While we don’ always agree with the
State on all regulatory issues, we are usually able fo reach commeon ground in
resolving our differences. in the fifteen years fhe Mohegan Tribes has operated
its casino the State has never alleged that the Tribe has failed ta comply with the

provisions of the State Gaming Compact.
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Over the years | have also worked closely with the NIGC and have a great deal of
respect far the wide range of sxpertise that hasbeen asserbied in fhat sgency.
While the CRIT decision has altered the rission of the agency, the NIGC
continues to be 8 valuable reseurce for Tribal regulators when we seelk advice ont
scoounting and auditing issues, questions about gaming techmology that they
have reviewed in other jurisdictions and best practices for internal controls. I

have always found the staff at NIGC to be informative and responsive,

In closing, I want to also thank the Commitiee for scheduling this hearing to
coinoide with the NIGC consuitation which ! am also aftending with the Vice
Chairman of the Mohegan Tribe, James Gessuer, [ know that the Mohegan Tribe
appreciates this Committes’s long-standing respect for the government-fo-
government relatioviships between Tribes and the federal government and also
appreciates the NIGC's renewed efforts to consult with Tribes in all aspects of

their reguiatory reles znd rulemaking.

Agein, T would like o thank the Chairman, Vice-Chalrman and Members of the

Comimiftec for the opporiunity to festify today.

Schedule A
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The CHAIRMAN. Thank you very much, Mr. Meskill.
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Now, we will have questions for you. I would like to defer first
to Senator Udall for questions.

Senator UDALL. Chairman Akaka, I would defer to Senator
Hoeven. I have had an opportunity to question here, and if he has
any questions or any statement he wants to make, I would let him
go first. Thank you.

The CHAIRMAN. Senator Hoeven?

STATEMENT OF HON. JOHN HOEVEN,
U.S. SENATOR FROM NORTH DAKOTA

Senator HOEVEN. Thank you, Mr. Chairman.

I would like to thank all of the witnesses for being here today.

Kurt, good to see you again. During my 10 years as Governor,
I had the opportunity to work with Kurt and others on our gaming
compacts on behalf of Native Americans in our State. And it has
been a tremendous working relationship. And I think he is right.
I think if it works that well in other States, it really is not in need
of a legislative solution. We were always able to come together both
through the Governor’s Office and through Kurt as our State Direc-
tor, working with the Tribal Chairman; a tremendous mutual re-
spect and great working relationship. And it has been tremen-
dously beneficial to the Tribe.

And the other thing is through Kurt’s good work that I hope hap-
pens in other States is there was also the opportunity to reach out
to our legislature and engage them not just on issues that related
to Tribal gaming, but the whole gamut of other issues that really
opened a door. The working relationship that was established both
between the Executive Branch in North Dakota and the Legislative
Branch with the Tribes through the work we did on our gaming
compacts opened up the door to other opportunities in regard to
economic issues, for example, drilling oil wells on particularly one
of our reservations, which now is a tremendous economic activity.

And again, I think that relationship really developed out of a lot
of the work that Kurt had helped facilitate through the gaming
compacts, but also on social issues, law enforcement, education, as
well as just the opportunity to build those personal relationships
that created some bonds and some trust.

The Luger family also raises and trains horses, and as a matter
of fact, we had many occasions to ride horses together. Nobody
trains them better than Kurt and his brother.

My point being I think you can get things done when you build
those kind of relationships. So however we approach this at the
Federal level, it is still going to come back to the people and build-
ing those bonds and those relationships and that aspect of trust I
think to truly make progress.

So I am really pleased you are here. I think you have so much
to offer in terms of how to do this. Kurt also worked for Senator
Daschle at one time, and so he understands not only both sides of
the aisle, but also the federal-state-Tribal relationship.

And so I really want to commend our Chairman for inviting Kurt
to be part of the panel and these other outstanding panel members
as well. Also, I really would look, Kurt, maybe to you to just I
guess give us some of your thoughts in terms of as we, I mean from
either a Federal or a State perspective, what are the three keys to
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making sure that we handle these gaming compacts well? And then
also a couple of keys as we wrestle with some of these tough issues
like Internet gaming, which can also be very controversial. Just
your thoughts.

And then I would ask the other panel members for their
thoughts in both regards. What makes for a successful State rela-
tionship, in your opinion? How do we really make sure we have the
framework from a Federal perspective to have those successful
State relationships with the Tribal nations, to just address for a
minute the Internet gaming issue that obviously is a big issue right
now.

Mr. LUGER. The three at the top of the list are very easy for me.
I practice them every day. One is trust. You have to take the time
and energy, the Tribes, to engage the legislature and the Executive
Branch and build those relationships. You have to. There is no
other way around it. There is no easy cut. People need to know you
before they trust you.

Transparency. I think now-Senator Hoeven, then-Governor
Hoeven will tell you that the key to our relationship was trans-
parency and being able to trust when one said something, we were
going to stick to it. It is a must in any relationship, and if you don’t
know somebody, you can’t build to that.

And the third, i.e. the Internet, is we have to be able to as Tribes
to be able to report accurately to our State counterparts and our
colleagues and quantify what the actual data is. What is the score?
How well are you doing? What are your activities, whether it be
criminal activities or revenue, things of that nature.

But I get back to those trusting relationships. This Committee is
very lucky. This man is committed to Indian Country; has been for
a long time. And the trust that we got during his Administration
led to a lot more baloney sandwiches in Indian Country than before
he got there. And it is key and it is not easy. You have to get to
know each other and stay engaged.

And that would be my advice to Tribes not to shy away from
State legislatures and the Executive Branch; engage them because
it is part of the story. We have all been used to engaging in the
Federal end of things, but times are changing. And Senator Hoeven
and I had a common goal, and we were the epitome of it: jobs, jobs
and jobs.

We got 4,000 new jobs in the State of North Dakota. That is hard
to create. And so if that is what you are looking for, that you want
your people gainfully employed, their quality of standards brought
up, you can figure out the obstacles that are in between those two
central thoughts.

And again, I cannot tell you, the Committee, that you are going
to enjoy the presence of our dear former Governor is a tremendous
fellow and a dear, dear friend.

Senator HOEVEN. Mr. Chairman, I see my time has expired, so
I will defer if that is best. I can come back. I would like to ask
about Internet gaming for just a minute when there is time, and
to the other panel members, thank you.

The CHAIRMAN. Senator Udall?

Senator UDALL. Thank you, Chairman Akaka.
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Kurt, you mentioned the Colorado River case, and I think you
said, I don’t want to quote you directly, that our radar went up.
And then you said something, we took additional actions. And I am
wondering what did that case mean to the three members of the
panel? And were there things that you did? And any thoughts you
have on that issue?

Mr. LUGER. Mostly from a sensitive point of view. We had been
doing the technical things, but we were beat up badly by the media
and that is where this disrespect. We kept wondering, well, this is
one case, one scenario. But at the same time, we felt, the rest of
us in Indian Country were being disregarded on all the good work
that we were doing.

We spend our checkbook and work our buns off I know in the
State of North Dakota to make sure that our games are clean. And
I tell you what, if we are not doing that, the Attorney General is
standing right there with that State Indian compact reassuring
that it gets a secondary eyeball there. So there is a lot of attention
to it.

To answer your question, it would be the sensitivity that that
case represented to everybody, when in fact our gaming commis-
sions have worked diligently from day one.

And the other thing I think is forgotten in here, and I know Sen-
ator Hoeven knows well about this of a particular case that we had
in Spirit Lake. We have invested in the best technology out there
when it comes to security and surveillance. We all have. And that
stuff is expensive. I can pick the pigment out of your skin in every
one of my casinos. Just drop a card and I will pick you up. And
that is expensive and it is top of the line, first class stuff, the same
thing that Las Vegas uses, if not better and we don’t get credit for
that.

And so those are the things that we just doubly check the i’s and
cross the t’'s in making sure that our main thing, and you know
this, that our customers are assured that when they come into our
house of entertainment, that the games are credible.

Senator UDALL. Ms. Morago or Mr. Meskill, do you have any
thoughts on that issue?

Ms. MoORAGO. Senator Udall, I do. I could repeat everything be-
cause I thoroughly agree with Kurt and the other panelists on this.

But I would like to give you one additional thought process.
There have been many financial commitments based on current
law. And one of the things we have to think of is when you change
current law, what does that do to financial commitments? People
have loans. People have bonds out. So we have to take a look at
that, too. And I agree with Kurt completely on the parts and pieces
where Tribes are doing well on this. If it ain’t broke, don’t fix it.

Mr. MESKILL. Senator, I think that probably the CRIT decision
just reinforced to us what our role was. We always knew we were
the primary regulator and we knew we were the first line of de-
fense for the Tribe. So I think it just instilled in us that we have
to do that much better a job and we have to work better with the
State.

But I would say that those minimum internal control standards
that the NIGC has in place. It is about a 100-page document. It
is a good base document, but every Tribe I have dealt with has in-
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ternal controls that far exceed those MICS. So the Tribes are well
ahead of the curve anyway, I think. And the CRIT decision I think
just reinforced that we are the front line.

Senator UDALL. Thank you very much.

Thank you, Chairman Akaka. I don’t have any more questions.

The CHAIRMAN. Thank you very much, Senator Udall.

Let me defer to Senator Hoeven for further questions.

Senator HOEVEN. Well, I just wanted to follow up a little bit
maybe with all three of the panel members on your feelings on
Internet gaming. Because you know that is a hot topic and an issue
now. And are having experience, and you see it on the ground
every day and how it affects people and so forth. I would just like,
from all three of you, your perspective on it is good, is it bad, how
should it be addressed, and what the impacts would be.

Mr. LUGER. Obviously, Senator, as you know better than most,
is the brick and mortar operations. In a rural setting like the
States of North Dakota, South Dakota, Montana, are dear friend
Mr. Udall in your area, and we see it as this. The Federal prohibi-
tion has played its role. It is still in play. There is a lot of talk that
there are a lot of pressures coming from certain States to bring it
from that direction.

But as we speak now, Indian Country is very concerned that the
State gaming compact process be maintained and respected. We
took years to work those regulatory items; two, that Federal taxes
are not applied to those. We feel strongly about that. And three,
that the current foreign operations, and I think somebody quoted
me the other day that they are now quantifying it as a $10 billion
industry out there in the Caymans and so on and so forth.

We need to be assured that there is going to be a fair playing
field when it comes to regulation. Now, as it is, poker is the only
game in town. That is what everybody is talking about. But we are
very concerned that anything that comes down the road that the
respect for our current Federal-State gaming compact relationship,
the fact that we feel strongly that this is something that should
amount to a Federal tax for us, and a strong consideration that the
brick-and-mortar systems which we in the domestic market are re-
lying upon, especially in North and South Dakota, have a way to
participate.

And I will just give you an idea. We are currently talking about
a consortium and a collective effort. The Internet is a huge place.
And you know, Senator, if someone puts their little finger up in the
air, I don’t know if it is ever going to attract enough attention. So
the branding of that aspect to create a business acumen that we
have to apply to it is certainly a challenge to us.

But from a policy point of view, we are very concerned that our
State gaming compact relationship is reviewed and considered. We
feel strongly that we shouldn’t be paying taxes with it. And this is
something that needs to be moved along very, very carefully be-
cause of the infrastructure investment that we already have in our
brick-and-mortar systems.

Ms. MoORAGO. Senator, NIGA came up with some general prin-
ciples about the Internet last year that all the Tribes agreed upon.
And having said that, we support all those general principles.
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But I think we have to look at it in terms of any past legislation
that has been put forth that specifically deals with commercial
gaming. And it gives commercial gaming a real step up on this eco-
nomic development. And I have to say that we are as capable as
a commercial gaming entity of doing this economic adventure.

So while we are looking at this and drafting, I think it is impor-
tant for us to look at it in terms of commercial and Nevada isn’t
the only game in town. We are perfectly capable of operating and
regulating this new adventure. And I think that while you are look-
ing at these proposals being put forward that you have to remem-
ber that. This shouldn’t be a monopoly for the commercial gaming
industry where we don’t have access to it.

So we think whatever legislation comes down the pike, it has got
to be open for everybody to have access to it and not just for the
few people that can do it.

Mr. MESKILL. Senator, I concur with everything that has been
said. It seems like Internet gaming is going to happen. It is a ques-
tion of when. I know the Tribe that I work for if it occurs, they cer-
tainly would like to be in a position that they can protect their in-
vestment that they have in their facility, you know, the billions of
dollars that they put into their facility.

So if consideration is given to the Tribes to participate, it would
somehow be complementary to the facilities that they have built
over the years. And I think it is important that the Tribes’ inter-
ests are protected when that legislation happens because, as Sheila
said, if it is left exclusively to the commercial casino operators,
Tribal gaming is going to suffer greatly.

Senator HOEVEN. Well, again, I want to thank you. Did you have
anything else, Kurt, or anyone else to add? If you have any other
thoughts on Internet gaming because obviously it is something we
will be dealing with. And so we certainly want your thoughts.

Mr. LUGER. Briefly, I just happen to have something that I know
would be of great interest to you. We have six principles that we
put together from our Great Plains Tribes and I will provide a
draft to the Committee. But they are as follows. Indian Tribes and
Tribal governments are ready to operate, regulate, tax and license
Internet gaming and those rights must not be subordinated by non-
Federal authority. Internet gaming authorized by Indian Tribes
must be available to customers in any locale where Internet gam-
ing is not criminally prohibited.

Consistent with long-held Federal law and policy, Tribal reve-
nues not be subject to tax. Existing Tribal government rights under
State compacts must be respected. And five, the legislation must
not open up the Indian Gaming Regulatory Act for amendments.
And our sixth plank that we submitting to NIGA is Federal legal-
ization of Internet gaming must provide positive economic benefits
for Indian Country.

So thank you very much for your time.

Senator HOEVEN. Thanks, Kurt.

Any other thoughts? Again, I want to thank the panel members
and I want to thank the Chairman for bringing in people who are
very knowledgeable on this important issue.

Thank you, Mr. Chairman.



50

The CHAIRMAN. Thank you very much, Senator, for your ques-
tions.

In the interests of time, I do have questions. I will submit my
questions for the record.

It is good to hear from you and directly from the Tribes, and we
want to maintain that relationship with you and continue to com-
municate with you on issues that can in some cases improve what
is happening here.

One of the questions that we are asking was whether some of
these changes, if changes are needed, should come administratively
or legislatively. And so this is what we can work on as we continue
here.

And as I said, you have really been successful. Your whole indus-
try is increasing and proceeding quickly. And as a result, I think
you will agree with me that we need to work hard at keeping up
with the law and also to apply justice to what we have out there.
And of course, to continue to help our Tribes with their needs.

So again, I want to thank you so much and thank the Members
of this Committee, as well as the staff on both sides of the aisle
of this Committee for the work that they have done. We will, of
course, again look down the line and see where we are in regards
to gaming. And so let’s keep working together on this.

So let me express again my mahalo and thank you very much to
the witnesses today. The Committee, like the NIGC and Tribal reg-
ulators, takes its oversight role over Indian gaming very seriously,
and Indian gaming has proven to be the single most effective eco-
nomic development that the Tribes can participate in, and provide
services for their Tribal members.

I am encouraged by what I have heard today from the Federal
and Tribal regulators. The diligence that you show every day in en-
suring that Indian gaming is being conducted as intended under
IGRA is commendable.

So let’s continue this, and again thank you very much.

And this hearing is adjourned.

[Whereupon, at 4:25 p.m., the Committee was adjourned.]
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PREPARED STATEMENT OF HAROLD A. MONTEAU, ATTORNEY, ALBUQUERQUE, NEW
MEXICO

Thank you Chairman Akaka and Senators of the Committee for the invitation to
testify. Unfortunately, I am unable to travel at this time to appear in person before
the Committee. I take the opportunity to submit the following Written Testimony.

My testimony today will address the issue of the lack of adherence to the tenets
of “Buy Indian and Indian Preference in Procurement, Hiring and Contracting”
within the Indian Gaming Industry and the real and potential loss to Tribal econo-
mies and to the future sustainability of Tribal economies.

I am a Chippewa Cree Indian from Montana and I live in Albuquerque, New Mex-
ico. I am an attorney, having practiced in the area of Federal Indian Law, including
Indian Gaming, for at least two decades. I am presently unemployed although I do
realize a small income from writing a periodic column for Indian Country Today
Media, which is owned by the Oneida Nation of New York.

My present unemployment/underemployment is actually the genesis of my on-
going advocacy in the area of Buy Indian and Indian Preference in Hiring, Con-
tracting and Procurement, as it pertains to the Indian Gaming Industry and Tribal
Governmental activities that are supported though federal funds authorized by the
Indian Self-determination and Education Assistance Act (P.L. 93-638, sometimes
simply called “638”). I believe these two issues are closely related and the solutions
to one may facilitate a solution to the other.

I will use my own experience to illustrate the lack of adherence to Indian Pref-
erence in the Tribal Gaming Industry. However, I can assure you that my experi-
ence is not unique. Indian Small Business Owners are experiencing, on a daily
basis, what I call the “Red Ceiling”, when it comes to their repeated attempts to
break into the “Indian Gaming Supply Chain” which is now 95 percent dominated
by non-Indian owned companies.

I believe that our failure as Tribal People and Tribal Governments to adhere to
the tenets of Buy Indian and Indian Preference within the Indian Gaming Industry
may be directly correlated to the lack of Federal Enforcement of Buy Indian and
Indian Preference requirement in Federal Law, Federal Policy and Federal Con-
tracting; particularly P.L. 93-638 Self-determination Contracting and Self-govern-
ance Compacting. What the National Indian Gaming Commission can do about this
issue is probably limited to “advocacy” and “encouragement” as, the Indian Gaming
Regulatory Act (IGRA) does not address the issue although the passage of the Act
was 1premised on maximizing the benefits of Indian Gaming for Tribes and Tribal
people.

I now relate my personal experience. Over the last four (4) years I have submitted
job applications to some two dozen Tribal Governments, Tribal Business Entities
and the U.S. Government, most of which have a written law or policy mandating
Indian Preference in hiring, contracting and Indian Preference. Having served as a
Presidential Appointee (National Indian Gaming Commission Chairman 1994-1997)
I have what amounts to SES (Senior Executive Service) experience both in the Fed-
eral Government and the Private Sector, I was overqualified for many of these posi-
tions. Here is just a sampling of the Tribes or Tribal Business Entities to which I
applied or sent job inquires to: Seneca Nation of New York, Oneida Nation of New
York, Mohegan Tribe of Connecticut, Mashantucket Pequot Tribe, Sault Ste. Marie
Chippewa, Bay Mills Indian Community, Gila River Indian Community, Salt River
Indian Community, Puyallup Tribe, Snoqualmie Tribe, Stillaguamish Tribe, Sauk-
Seattle Tribe, Blackfeet Tribe, Spokane Tribe, Kalispel Tribe, Coeur d’Alene Tribe,
Santa Ana Pueblo, Laguna Pueblo, Acoma Pueblo, Isleta Pueblo, Colville Tribe, Na-
tional Congress of American Indians (NCAI), National Center for American Indian
Enterprise Development (NCAIED), National Indian Council on Aging (NICOA), Bu-
reau of Indian Affairs (BIA), Office of Special Trustee, Assistant Secretary for In-
dian Affairs, AMERIND (Indian Housing Insurance Pool), Columbia River Fish
Commission and Mille Lacs Band of Ojibwa.

(51)
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Each and every one of these entities either receives federal funds under a “638”
contract which requires that Indians who meet the minimum qualifications are
given preference. Almost all have a written Human Resource or Affirmative Action
Policy or a Tribal Human Resources Law or Tribal Employment Rights Ordinance
(TERO) that would require that Indians who meet the minimum qualifications for
a position should be given first preference in hiring. Almost every Tribe that has
an Indian Gaming Operation has a similar written policy or is subject to the Tribal
Government Law or Policy on the issue. The problem is not that policies and laws
do not exist to address this issue; the problem is non-enforcement and improper ap-
plication of the law.

While each and every Indian Casino Executive, Board Member or Tribal Leader
associated with an Indian Casino will tell you that they adhere to Indian Pref-
erence; what they really mean is they have a written policy or law. The degree to
which it is followed by both Tribal Government and Casino Managers is a different
story. How it’s applied is also problematic.

I recently wrote for Indian Country Today Media on the issue of the lack of both
Federal and Tribal enforcement of the Federal Law Requirements of Buy Indian and
Indian Preference in hiring, contracting and procurement. I have written previous
articles on the lack of enforcement of Indian Preference, especially as it pertains to
procurement, within the Indian Gaming Industry. As to the former, enforcement
falls on the Contract Officers of BIA, IHS, HUD, DOL and other agencies. The In-
spectors General of these offices have the investigatory power to investigate com-
plaints. Unfortunately most Indian People do not know that you can even complain
to these entities. In their mind the Tribes can do what they want and Sovereign
Immunity protects them against any complaints. As with regard to commerce and
positions created using Gaming Revenues, this is true. Only Tribal Law and Policy
applies when Indian Gaming revenues are involved and if the Tribe or Tribal Man-
agers either misapply Indian Preference or don’t apply it at all, there is not one to
complaint to except perhaps a TERO office, if one exists, the Human Resources Of-
ﬁcelghat did the wrongful application in the first place and the Tribal Government
itself.

The lack of enforcement or wrongful application of Indian Preference and Buy In-
dian in the Indian Gaming Industry has resulted in over 95 percent of the Indian
Gaming Supply Chain being serviced by non-Indian Companies. Indian Companies
make up a very small percentage and Tribal Companies and even small percentage.
We have failed dismally to “vertically integrate” our own industry despite decades
of talking about it. No incentives seem to exist for such organization like NIGA and
NCAI to make development of a an on-the-ground strategy a priority. No incentives
seem to exist for Tribes to make sure their managers in both government and busi-
ness are properly enforcing Indian Preference and Buy Indian. You would think that
the potential to create locally owned Indian Businesses and jobs would be enough
but that has not been the case. One major gaming Tribe just recently made it very
difficult for local Indian owned companies to obtain goods and services contract with
its, casino. They cited “too much money going to just a few Tribal individuals”. It
makes one wonder, “who would they rather it go to?”.

About five years ago the National Tribal Development Association (NTDA), which
was started by my mentor the late John “Roddy” Sunchild, introduced a concept for
“vertical integration” of Tribal and Indian owned businesses into the Indian Gaming
Supply Chain. NTDA and other convinced NIGA to pass a resolution at it’s conven-
tion setting a goal of 10 percent purchasing by its member Tribes from Indian
owned sources. Not much has happened since then other than a list of Tribal Busi-
nesses was made and it turned out to be not such a long list. Also, very few of the
NIGA member Tribes actually went back to their communities and took action to
implement and enforce the 10 percent Buy Indian Initiative. There were no local
Tribal Resolutions or amendments to existing policy and codes or requirements
placed upon managers to meet the 10 percent goal. It was rendered meaningless.
Indian and Tribally owned businesses continue to have the door blocked when they
try to get into the Indian Casino Supply and Service Supply Chain, which some esti-
mates say is in the $15 Billion dollar a year range if you count Tribal Governmental
spending. Tribal Managers and Casino Managers still appear to enjoy an “immunity
by default” when they fail to implement honest Buy Indian and Indian Preference.

This phenomenon of “immunity by default” has spilled over from the Indian Gam-
ing Industry into Tribal Government. Despite the Buy Indian and Indian Preference
requirements of Federal Law as they apply to “638” Contracts, Compacts and
Grants, the lack of enforcement by Contracting Officers, and the improper applica-
tion by Tribal Human Resources and other hiring authorities, results in a “nullifica-
tion” of the Federal Requirements as well as the expressions in Tribal Law. Some-
times with the tacit approval of the Tribal Governments or Tribal Officers involved.
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My recent experience with the Coeur d’Alene Tribe is but one example and there
are many others. I met the minimum qualifications for their Chief Judge position,
as advertised, including the Indian Preference qualification, and I was interviewed.
However, a non-Indian former County Prosecutor was hired. How could that have
happened under a proper application of Indian Preference? I sought appeal only to
find out that most of the Tribal Government Executive Team, including the TERO
Director, were non-Indian. Apparently this Tribe believes and/or has been informed
by its legal counsel that merely giving Indian a “chance to apply” or “giving Indians
“an interview” is compliance with Indian Preference. It is not. It defeats the intent
of Congress when a Tribe applies Indian Preference in this manner. I would have
no complaints if a Coeur d’Alene Tribal member had been hired as under “638” that
is permissible. How are we ever going to get our Indian People in charge of our own
affairs if we pass them over, even if they meet the advertised qualifications, and
hire a non-Indian?

You probably have heard the story from other Indian Entrepreneurs, of how hard
it is to break through the “red ceiling” that keeps us out of the Casino Supply
Chain. Even when Tribal Officials, such as TERO, open the doors for us, we still
run into many, many obstacles thrown in our paths by Casino Procurement and
Marketing Managers. One major problem is that what the “Buy Indian Preference”
is, even if the Tribe has a written code or policy. It is not defined. So managers,
including Tribal Government Managers, are free to implement it as they want. As
a result, Indian Firms are losing bids for as little as a penny an item. You would
think that being within a penny of the high bid, under a Buy Indian or Indian Pref-
erence Policy or Law would make the Indian Firm the winner. It is not happening.

Are their solutions. Absolutely. I think one solution is an immediate direction to
BIA, THS and other federal contracting officers to investigate non-enforcement or
miss-enforcement by Tribal Contractors to determine how wide-spread the problem
may be in the governmental sector and to take action to facilitate proper enforce-
ment and the train contractors as to the proper “preference” parameters that will
be applied.

This would have a spill-over effect leading to the proper application and enforce-
ment of Tribal law and policy as it pertains to positions, contracts and procurement
by the Indian Gaming Industry. However, I would encourage the Committee and the
Congress not to leave the resolution of these issues to chance. As you well know
their have been challenges to Buy Indian and Indian Preference rules at the highest
levels of the governmental agencies dedicated to carrying out the Trust Relationship
of the Federal Government and the Indian Tribes. The Congress must make it clear
in law and policy that Indian Preference applies from the Office of the Assistant
Secretary and throughout the entire structure of Bureau of Indian Affairs. The same
should be done for other Departments and agencies such as Indian Health Service
and Indian Housing.

The Congress, particularly this Committee should hold hearings to determine the
scope of the problem of the lack of enforcement of Buy Indian and Indian Preference
in Indian Country, including in the Indian Gaming Industry. It should hold hear-
ings to determine why, 23 years after the passage of the IGRA, we still have so few
Indians in Executive Positions within the Indian Gaming Industry, especially in the
largest grossing casinos. Congress should also authorize studies from Academia to
determine the causes of this phenomenon. Congress should also hold hearings as to
why 95 percent of the services and supply vendors in the Indian Casino Industry
are non-Indian and what barriers are preventing Indian owned companies from
breaking into the Indian Casino Supply Chain. Congress should also authorize fund-
ing funds developing strategies for stemming the flow of an estimated $15 Billion
annually that flows away from reservation economies because most purchasing is
done off-reservation from non-Indian companies and why it is so difficult to create
Indian owned enterprises to serve our multi-billion dollar per year industry. The
Committee also may consider amendments to the IGRA that would stimulate the
adherence to Buy Indian and Indian Preference, especially by the highest grossing
casino operations. Perhaps NIGA, as well intentioned that its present efforts are on
this issue, can be asked to ask it’s member Tribes to do more, such as amend local
law and policy to enforce Buy Indian and Indian Preference locally and make it part
of the everyday operational procedures of not only the Casino operations but for all
aspects of Tribal Government.

I think it is not only ludicrous, but dishonest, for anyone to argue that proper en-
forcement of Buy Indian and Indian Preference in the Indian Gaming Industry
would result in lowered profits for Tribes. How insulting to the mentality of Tribal
people it is to argue that. The amount of money that is involved in a 5 percent or
10 percent Buy Indian Preference is miniscule in the overall scheme. It is a small
price to pay for building local businesses owned by Indian People or the Tribe and
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which employ Indian People and contribute, in the long run, to a sustainable Tribal
economy. After all, under the present circumstances the 5-10 percent Buy Indian
Preference would only apply to less than 5 percent of procurement contracts. The
other 95 percent non-Indian segment would not even be effected. The argument is
dishonest and self-serving.

I thank the Chairman and the Committee for this opportunity to testify and to
submit written testimony. Please Contact me if there is any further information you
need or I can be of assistance.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. JOHN BARRASSO TO
JOHN MESKILL

Tract Stevens” written eatimony states that successfil rgulation dzpends vpea a proporly trained workforce
to prevent pofential probl Aut to assess the sffectivoness of the workdores and raining, thereneeds o
be some iangible mensursmends.

Ouestion: How would you measyre the effcetivenesy of the frainkig and srorldores to cosure Lhe
udeguory of regnliation? The Maobopra Tribal Gaming Commission (MTGC) is forhmate o have a viry
seasoned workibree with the average gaming inspector having e than 13 years® expocience in gaming
regulation. We are confident that sach inspector has extensive understanding ol hisfher rols 4s a gaming
regulator, Our most significant chsllenge is to keep them eiucated on the latest developiments in game
fechnology. We recomyplish this throvgh on-site Instruction from rpresestatives of pur independent paming
iaboratortios and ihe represeniatives of gaming manwfachirers wik come on property (o instal and service
their equipmant. e also use gaming comsutants as our budpet permits to contluet on-sife training for
gaming coramission asd survelliance deprriment employees.

Reporting o reguiatary compliancs with the ndlon Gaming Reguiniory Act i one aspect of aeeountability.
¥ 3z hnipfl fo some extent in detemsining the effectivenass of e vogulatory sysiom, bt it ducs ant cover
alt criminat activity aecurring at Indian gaming facilites.

Ouesfipn: What mechanisms nre avajleble to frack und report on ihe theff, erimes, and responses to
sueh pozurrenees? MTGC maictaing o datebass fhwf compiles informesion, ineidont reporis o all oriminal
activifics bt ncour =t the faellity. Accoss 1o this dafabasc in shaxed by MTGC with, the Teke's
Survelllance Depariment and the Casino’s Investigations Unit. Threugh this access and sharing of
information we are hle to Identify rands of criminal activitics and coardinate appropriate responses with
on-site Connectient State Police (CSP) Gifteers'and the Mohogan Teibal Police Department. Cooparation
and tomrmenicatien with CSP, end other state, local 2nd federal enthorities Is erifieal fo eifectively datering
the many types af crimss [hai can cocur it casino gaming facililes.

The Jadizn Gaming Regulatory Act roquires an independent nudit of certain vendor contracts in excoss of
325,600 annnally,

Onestion: What types of due ditigence Is invelved in theye andifs and in selecting thess vendors? At
Mohegan all vendars receive due diligence scrntiny in determingog whether they are guitabls to do businesa
with Mohegen Sup Chsine, Every jmospective vendor is required ta fill out a diselosure guestionmaire and
avlbiected to a beckgound fwvestigrtion before fhay enn be un spproved vendor. We have & comprehensive
audit progrom mandated by our Saming Compact wvith Conneotiout and the Securities and Bxchangs
Comnission dus ta the Mohepan Tribal Gaming Awlhority being an SEC regisirant.
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Linestion: Should the vendors be subjeet io background cheels? I noty wity nat? Yes, vendors should
be subject ta backzrownd checks. Our class HI paraing compact with Conpecticut requires that all vendors
that provide gaming equipment or gaming sarvces to Mohegen Sua Casine ars subject fo o backgeoond
investigmion conducted by the Connesetiont Staie Police and Hoensing by the Grming Diviston of
Commestice] Dopattnmnt of Corserner Protoction. AH nen-gaming vemdors of Mobkegen Sun Casing sre
Ticensed by and have theie beokevound investipated by the Mohepan Tribal Gaming Commissinn. The
Mohegan Tribe hes been supportive of efforts 1o allow reciprocity of vendar licensing with the staie and
tribad emglatcrs o other jurisdistions,

The dectsion in the Colorado River Yadian Tribes found that the Nationnl Indian Gaming Commission
lacked stataiary suthority to repalute Class TIF garming under the IGRA. Chuirman Tracie Stevens teslified
that al} Fudian gaming facBlitics bave some internsl contre] standards.

Question: Hnve thece beea any studivs or rapocis on the effeetivaness of tribpl interaal coatrod
standards or that compare or describve the different internal coutrol standards used by Indian tribes
in their paming facilities. If yes, plense identify any such studies or reports. [ am not aware of any
studies of reparis an the efiectiversss of mbal intemal comtmel Yamiards or that sompere o7 deseribs the
different internat control standards vzad by Indian trbes at thele gamitp faeilites.

Dugstlon: Please provide your own sesessment of the impast uf Colerady River Trdiar Tribes decision
on Indign goming rogulation on the Nations] Indian Gaming Commission’s ability to regulafe Indian
raming. Tha CRIT decision affirned whet every iribal regulsior had eroady kaown, that IGRA desipnaied
Trikal Gurming Agenciss — not BAAL — as the primary regakators of Tribal gaming feilities. The CRIT
decision changsd NIGC's rele to an adviser on Class 1T paming regulation rthar than a rogalator, NIGC
still provides a vaivable role to Tribal Geming Agrercies by being a resovrce for Class 1L mglntory
questlons on aceounting sontrols and new garning technology,

Erecsiton: Do yeu fovew if any Indian tribes changed ar adfusted hefr own regulaiony steafogios ia
Tight of, ex in reaction to, the deeision e the Colorade River Judian Tribes case? IT yes, please deseribe
the changes and/or adinstments. The Mohegar: Tribnt Gaming Cormmission did not change pue remalaiony
straegies in reaction to the CRIT decizlon. As diseussed shave we always knew that wa had the primary
repnlating respoesibility forthe Tribe's paming Tacility so we have comtirmoed o diligrotly perfons that role.

Qucstion: In poorvigw, has the NaGons! Indian Guwning Commission made any changes or
adjustments in [t proecesses oy provadures in light of;, or fu reaction to, the Coforudp River Dndian
Tribey decision? If yos, please deseribe the changes andfor adjustments. NIGE hag adfusted it
proeesses in reperd to Clase IT1 zaming in response to CRIT. Insiead of doing on-aite audits of Clags HI
autivities and opiaing on the adcquacy of 2 Tribe's MICS® complisnce NIGC scapnnds in an advisney
capacity tn Trbal repnfatory agensies questions regardiog MICS eopaplianse, ¥ elso appears that MIGC s
doing muk more field trefnivg in MICS compliznse and efestive repulaton sategies for energing
gaming technology, The availabilily of this type of training is very valuable to trfbal gaming agencles.

RESPONSE TO WRITTEN QUESTIONS SUBMITTED BY HON. JOHN BARRASSO TO
SHEILA MORAGO

Question 1. How would you measure the effectiveness of the training and work-
force to ensure the adequacy of regulation?

Answer. The most tangible measurement would be a decrease in audit findings.
One issue of particular importance is that effective training needs to be done to the
specific regulatory rules of a particular region or area. Many Tribal/state compacts
have very specific regulatory requirements that are far more detailed that the NIGC
MICS. Training needs to be specific to those compacts. You don’t want people
trained on Oklahoma standards when they work in Arizona.

Question 2. What mechanisms are available to track and report on theft, crimes,
and responses to such occurrences?

Answer. There are many mechanisms currently in place for any Tribal gaming fa-
cility. One of the most important mechanisms are the internal controls of the oper-
ation. These internal controls are the rules, policies and procedures that the Tribal
gaming operation and regulators must follow, and contain an audit trail to follow
for any policy set forth by the Tribe. The Tribal gaming commission or regulatory
authority then tracks and reports on any discrepancies in following the controls. If
the discrepancy appears significant, they will investigate to determine whether it
is simple error or something worse. Depending on what that is the Tribal gaming
commission investigation reveals, they can file a report on whether they believe it
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is theft, a crime or a simple mistake. If it is a theft or crime then it will then be
followed up by the appropriate law enforcement agency. That agency may be the
state gaming regulatory office, the U.S. Attorney’s office, the NIGC, Tribal police
and or the BIA.

Question 3. What types of due diligence is involved in these audits and in select-
ing these vendors?

Answer. The professional vendors that perform the independent outside audits
must be independent of the operation, gaming commission and the Tribe. They must
be specifically trained and skilled in casino audits. There is usually a Request for
Proposals (RFP) that goes out to the industry and the Tribe makes the selection.

Question 4. Should the vendors be subject to background checks? If not, why not?

Answer. All vendors that have access to the sensitive information being checked
by the independent outside audit should go through a background check, unless
they are a member of a licensed profession (ie. Lawyer or accountant) and have a
current valid license. Vendors who provide everyday goods and services ideally
should be subject to background checks, dependent upon the sensitivity of the goods
or services or the value or volume of annual business that vendor does with the spe-
cific operation. The policy decision on where to draw that line is made by the Tribal
government, through its regulatory authority, and may vary from Tribe to Tribe
based on numerous factors, such as size of operation.

Question 5. Have there been any studies or reports on the effectiveness of Tribal
internal controls standards or that compare or describe the different internal control
standards used by Indian Tribes in their gaming facilities. If yes, please identify any
such studies or reports.

Answer. Not to my knowledge.

Question 6. Please provide your own assessment of the impact of Colorado River
Indian Tribes decision on Indian gaming regulation on the National Indian Gaming
Commission’s ability to regulate Indian gaming.

Answer. I believe that the NIGC has access to all the information they need to
effectively regulate Tribal gaming. The most important piece of information the
NIGC has access to is the independent audits that have to be filed every year by
every gaming operation. These audits give the NIGC a window into the gaming op-
eration. Any findings in the audit report should trigger a follow up by the NIGC.

Additionally, over [90 percent] of Tribes have adopted the past NIGC MICS or
something more stringent. The NIGC is authorized under IGRA to enforce these
Tribal laws.

Independent audits and MICS provide NIGC all the tools they really need.

Question 7. Do you know if any Indian Tribes changed or adjusted their own regu-
latory strategies in light of, or in reaction to, the decision in the Colorado River In-
dian Tribes case? If yes, please describe the changes and/or adjustments.

Answer. Being more familiar with the regulatory structure in Arizona I can say
the answer is no. The regulatory structure that was set up in Arizona exceeds that
MICS of the NIGC and was done prior to the CRIT decision. Additionally, it is my
understanding that no OIGA Member Tribes altered their regulatory procedures in
%esgonse to CRIT, since the Oklahoma compact requires use of the NIGC by the

ribes.

Question 8. In your view, has the National Indian Gaming Commission made any
changes or adjustments in its processes or procedures in light of, or in reaction to,
the Colorado River Indian Tribes decision? If yes, please describe the changes and/
or adjustments.

Answer. I don’t believe so. The NIGC still has Minimum Internal Control Stand-
ards, which are written into many compacts and Tribal ordinances. They still review
all audits coming from all the gaming operations and now work closely with those
operators and regulators to fix any audit findings.

O
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