Staff Proposed Rule Change

¢ Licensees must submit new and updated documents and information
within thirty days.

April 2013 - Final Action
March 2013 — Study Session

February 2013 — Up for Discussion and Possible Filing
January 2013 - Study Session

ITEM: 9

a) Amendatory Section: WAC 230-06-080
Reporting changes to application information and submit updated documents and information.






Amendatory Section:

WAC 230-06-080 Report changes to application information and submit updated documents and
information.

(1) Licensees must notify us in writing if any information filed with the application changes in any way
within thirty days of the change.

(2) Licensees must submit to us any new or updated documents and information within thirty days of the
effective date of the document or information, including the following:

(a) Articles of incorporation or bylaws, or any other documents which set out the organizational
structure and purposes; and

{b) All oral or written contracts and agreements which relate to gambling activities or alter the
organizational structure of the licensee’s organization or business activities in Washington; and

(¢) All cash or asset contributions, draws from lines of credit, and loans (except those from
recognized financial institutions) during any calendar year which by themselves or totaled together are
more than ten thousand dollars. Cash or asset contributions do not include donations to licensed
charitable or nonprofit organizations; and

(d) Intermal Revenue Service tax deductible status of contributions for charitable and nonprofit
organizations.



Staff Proposed Rule Change

e No longer requiring spouses of officers of charitable or nonprofit
organizations, or board members of publicly-traded entities to
undergo background checks.

April 2013 — Final Action

March 2013 - Study Session

February 2013 — Held Over

January 2013 — Held Over

December 2012 — No meeting

November 2012 — Study Session

October 2012 — Up for Discussion and Possible Filing
September 2012 — Study Session

ITEM: 10

a) Amendatory Section: WAC 230-03-065
Spouses must also be qualified.

b) Amendatory Section: WAC 230-03-045
Defining substantial interest holder.
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17439.0100
January 8, 2013
SENT VIA 11.5. MAITL AND ELECTRONIC MAIL

Ms, Susan Newer

Rules Coordinator

Washington State Gambling Commission
P.0O. Box 42400

Olympia, WA 98504-2400

Re:  Opposition to Amendments to WAC 230-03-045 and WAC 230-03-065
Dear Ms. Newer:

On behalf of Bally Technologies, Inc. (“Bally”), we write in opposition to the proposed
amendments offered by the Washington State Gambling Commission (“Commission”} staff
respecting WAC 230-03-045 and WAC 230-03-065. Although a step in the right direction, the
proposed amendments still impose an unnecessary burden on spouses of corporate officers,
create a regulatory requirement that is unmatched anywhere else in the country, and is
unnecessary in light of already-existing federal regulations. Consequently, Bally respectfully
requests that the proposed language be tabled until a subsequent Comunission meeting when
alternative language may be proposed that exempts the spouses of corporate directors and
corporate officers of publicly-traded entities from the definition of “substantial interest holders”
and, by extension, the fingerprinting requirements of WAC 230-03-045 and WAC 230-03-065.

Bally is a manufacturer of gaming equipment. It is a publicly traded company that is licensed in
more than 250 jurisdictions worldwide. As part of the gaming community, Bally fully supports
the Commission in executing its mission and ensuring the integrity of gaming in Washington.
Like other companies, Bally fought to remain competitive and profitable in spite of the severely
adverse national economic conditions of the past several years. Toward that end, Bally places a
high premium on the wisdom and guidance provided by its company leadership in the form of
officers and directors. Any regulatory action that makes it more difficult to identify, secure, and
retain excellent corporate leadership is of significant concern for Bally.

On or around May 16, 2012, Bally received a letter from the WSGC requiring fingerprints for
five Bally directors, officers, and/or substantial interest holders and their spouses. The
requirement appeared to be a result of an internal staff interpretation of WAC 230-03-045 and
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WAC 230-03-065. These regulations had been in force since 2008 and there had been no similar
request in the past. Concerned about the possible impact such an interpretation would have on
corporate leadership, Bally submitted a letter on June 13, 2012 to the Commission staff for
consideration outlining Bally’s opposition to the fingerprinting requirement with respect to
spouses. We understand that the letter is included as part of the record on this matter and is
available for the Cornmission’'s review and consideration.

Bally has several concerns with the proposed amendments. To Bally’s knowledge, the current
staff interpretation of WAC 230-03-045 and WAC 230-03-065, and the proposed amendments to
those regulations, comprise the most aggressive regulations on the subject in the United States.
Bally is unaware of any other U.S. jurisdiction that requires fingerprinting of spouses of
corporate officers and directors. To Bally’s knowledge, there is no situational requiremnent
unique to Washington that necessitates such a regulation.

As a consequence of being singularly aggressive, the existing staff interpretation and proposed
amendments may make it substantially more difficult to secure qualified individuals willing to
serve in positions of corporate leadership. Finding such individuals is always a challenge. It is
made much more so, however, by regulations such as the current staff interpretation of WAC
230-03-045 and WAC 230-03-065. The proposed regulatory amendinents, which merely exempt
spouses of corporate directors, are an improvement over the existing staff interpretation, but
retain the unnecessary requirement for spouses of corporate officers. Bally wishes to protect
against unnecessarily intrusive regulations that impede its ability to conduct business and
further hinder the process of securing and retaining qualified corporate leadership. For some
prospective officers, the requirement that their spouse undergo an intrusive fingerprinting
process may deter them from a willingness to serve in a position of corporate leadership at
Bally and other similarly-situated companies in Washington. This would have an adverse
impact for Bally and the broader gaming industry in this state.

In addition to being singularly aggressive, it is unclear what purpose the fingerprinting of
spouses of corporate directors and officers of a gaming manufacturer would serve. The intent
of WAC 230-03-065 is to regulate spouses of individuals who are intimately involved in the
gambling activity (specifically, those who apply for or hold a license to “operate gambling
activities”). Interestingly, however, WAC 230-03-065(2) specifically exempts spouses of licensed
employees of a gambling operation. These employees are, of course, far more intimately
involved in the nexus of gambling activities than corporate officers or directors of a company
that simply manufactures machines. Consequently, the purpose of the regulatory provisions is
inappropriately applied to require fingerprints from spouses of officers and directors of
manufacturer licensees. Please refer to our analysis on pages 2-3 of our June 13, 2012, letter that
is a part of the record.

As we noted in our letter of June 13, 2012, the practical barriers to implementing the current

staff interpretation of the regulations and the proposed amendments suggest an alternative
approach is warranted. The record prepared in advance of this Friday’s meeting of the
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Commission includes a June 21, 2012, letter from Dave Malone, representing the United States
Playing Card Company (“USPCC”). In that letter, Mr. Malone requests an exemption for a
spouse of a member of the USPCC board of directors who lives in a non-community property
state. Given the geographic diversity of corporate leadership, this is likely to be only the tip of
the iceberg of requests for exemptions if the rule amendments as currently drafted are placed
into effect.

Finally, it should be noted that alternatives exist to the current unnecessarily intrusive
interpretation of WAC 230-03-045 and WAC 230-03-065. Applicants submit identifying
information (e.g., name, SSN, DOB) of their spouses and information regarding the spouses’
arrest records. This is sufficient to conduct an investigation to determine whether there exists
something in the spouses’ backgrounds that justifies a deeper look. The overwhelming majority
of the time there will not be, but in those cases where it does, the Cominission has authority to
look further. Further regulations at the state level are both unnecessary and impractical.

Thank you for your consideration of our request that the amendments to WAC 230-03-045 and
WAC 230-03-065 be tabled until another meeting in the near future when alternative language
may be proposed, either by the staff or by the public. As the Commission meeting is this
Friday, we respectfully request that you inform us by close of business on Wednesday, January
9* regarding whether the Commission staff has decided to table the propeosed amendments or
move forward for final action at Friday’s meeting.

Thank you.

Very truly yours,

Sent without signature fo avoid delay
Debora Juarez

Attorney-at-Law

(206) 628-6600

djuarez@williamskastner.com

cc:  Tina Griffin, Assistant Director, Licensing Operations Division, WSGC
Client
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STATE OF WASHINGTON

GAMBLING COMMISSION

“Protect the Fublic by Ensuring that Gambling is Legal and Honest”
December 13, 2012

David Malone

Miller Malone & Tellefson
3110 Ruston Way, Suite F
Tacoma, WA 98402

Dear Mr. Malone:

This letter is a follow-up to your letter of June 21, 2012 seeking a waiver of fingerprinting a
spouse of a board member of a publicly traded company. On July 5, 2012, Jennifer LaMont,
Tribal Certification Manager, granted your waiver and informed you that we would be reviewing
our rules regarding spouses of board members in the future.

I wanted to let you know that we are proposing changes to our Commissioners for their
consideration on two of our rules; specifically Washington Administrative Code (WAC) 230-03-
045 Defining substantial interest bolder and WAC 230-03-065 Spouses must also be qualified.

The change being proposed eliminates spouses of board members of publicly traded companies
from being considered substantial interest holders. I have attached a copy of the proposed rule
changes for your review.

These rules are up for final action by our Commissioners at our January 2013 Commission
Meeting, which will be held in Tumwater. We are still reviewing the agenda to determine if the
meeting will be a one or two day meeting. The dates and agenda will be posted on our website at
www.wsoc.wa.gov within the next two weeks.

If you would like to submit written support or opposition to the rule proposal, you may send it to
Susan Newer, Rules Coordinator, at Susan Neweri@wsge.wa.gov. If you have any questions,
please feel free to contact me at (360) 486-3546 or at Tina. Griffini@wsge.wa gov.

Sincerel

S 1P

Assistant Director
Licensing Operations Division

Enclosure

PO Box 42400 Olympia, Washington $9504-2400 (260) 486-3440 1-800-345-2529 FAX (360) 485-3629

.
SR TORDE
e



LaMont, Jennifer (GMB)

From: LaMont, Jennifer {GMB)

Sent: Thursday, July 05, 2012 10:52 AM

To: David Malone

Ce: LaMont, Jennifer (GMB); Griffin, Tina {GMB); Khanhasa, Donna (GMB); Schuster, Keith
(GMB)

Subject: United States Playing Card company-Spousal Information Request

Dave,

| am writing this email in response to your request for a waiver of fingerprinting for Nancy Ashken, spouse of
lan Ashken, a member of the USPCC Board of Directors.

In the upcoming months, we will be reviewing our rules, specifically Washington Administrative Code (WAC)
230-03-045, Definition of substantial interest holders; WAC 230-03-060, Fingerprinting of applicants; and WAC
230-03-065, Souses must also be qualified, and likely proposing changes to our Commissioners for their
consideration.

Until our review is complete, USPCC does not need to provide the requested fingerprints for spouse Nancy
Ashken as requested in our onginal letter of February 16, 2012. | understand that we have received the
fingerpnnts of the officers, directors, and substantial interest holders of USPCC.

We will keep you updated with our rule review process in the upcoming menths and would appreciate
USPCC's input as we proceed. If you have any questions please contact me directly

Jennifer LaMont

Tribat Certification Manager

Licensing Operations Division
Washington State Gambiing Commission
360-486-3571



MiiieR MALONE & TELLEFSON

3110 RUSTON WAY, SUITE F » TACIOMA, WASHINGTON = 98402
PHONE: 253-753-9595 » FAX: 253-750.0995

June 21,2012 ﬁ’g
_ CE
' : _ /
Ms. Tina Griffin | - 'jang; Ve
Assistant Director ' 2
Washington State Gamblmg Comm.lsslon ) QqM&LWG/ ; 0’2
P.0O, Box 42400 : - _ _ CENS e

Olympia, Washington 98504-2400

Re:  United States Playing Card Company - Spousal Information Request
WSGC License Nos. 20-00175 and 21-00236 |

" Dear Assistant Director Griffin:

1 am writing on behalf of the United States Playing Card Company (“USPCC™) to
request a waiver of fingerprinting for Nancy Ashken. Ms. Ashken is the spouse of Ian
Ashken, a member of the USPCC Board of Directors. '

WAC 230-03-065 sets forth a general requirement that spouses of applicants, licensees,
and in some instances substantial interest holders must also meet the qualifications to hold
& gambling license. However, the Ashkens are residents of Connecticut. And, unlike

- Washington State, Connecticut is not a community property state. Because of the
Ashken’s marital status in Connecticut, Ms. Ashken does not have any legal interest or
influence over her husband’s interest in USPCC. Accordingly, I am respectfully
requesting the WSGC waive or otherwise forego requiring Ms. Ashken to submit

fingerprints at this time.

Thank you in advance for your consideration of this request. Please do not hesitate to
comtact me if you need additional information or have any questions.

Sincerely,
MILLER MALONE & TELLEFSON, P.S., INC.

A

Dave Malone



STATE OF WASHINGTON

GAMBLING COMMISSION

“Protect the Public by Fnsuring that Gabrbﬁng is Legal and Honest”

December 13, 2012

Debora Juarez

Williams, Kastner & Gibbs, PLLC
Two Union Square

601 Union Street, Suite 4100
Seattle, WA 98101

Dear Ms. Juarez:

As follow-up to my June 23, 2012, letter to you regarding fingerprinting officers, directors and
spouses of publicly traded companies, I wanted to let you know that we are proposing changes to
our Commissioners for their consideration on two of our rules; specifically Washington
Administrative Code (WAC) 230-03-045 Defining substantial interest holder and WAC 230-03-
065 Spouses must also be qualified. '

The change being proposed eliminates spouses of board members of publicly traded companies
fron1 being considered substantial interest holders. I have attached a copy of the proposed rule
changes for your review.

These rules are up for final action by our Commissioners at our January 2013 Commission
Meeting, which will be held in Tumwater. We are still reviewing the agenda to determine if the
meeting will be a one or two day meeting. The dates and agenda will be posted on our website at
www. wsece.wa.gov within the next two weeks.

If you would like to submit written support or opposition to the rule proposal, you may send it to
Susan Newer, Rules Coordinator, at Susan Newer@wsgc.wa.gov. If you have any questions,
please feel free to contact me at (360) 486-3546 or at Tina. Griffin@wsge. wa gov.

Sincerely

-

Tina Griffin
Assistant Director
Licensing Operations Division

Enclosures

P.O. Box 42400 Oivmpia, Washington 98504-2400 (360} 486-3440 T-800-345-2529 FAX (360; 486-3629
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STATE OF WASHINGCTON

GAMBLING COMMISSION

“Protect the Public by Ensuring that Gambling is Legal and Honest”

June 25,2012

Dcbora Juarez

Williams, Kastner & Gibbs PLLC
Two Union Square

601 Union Street, Suite 4100
Searttle, WA 98101

Dear Ms. Juarez:

Thank you for your letter in which you summarized your concerns regarding our request for the
fingerprints of five officers, directory and substantial interest holders of Bally and their spouses.

In the upcoming months, we will be revicwing our rules, specifically Washington Administrative Code
(WAC) 230-03-0435, Detmition of substantial interest holders; WAC 230-03-060, Fingerprinting of
applicants; and WAC 230-03-065, Spouscs must also be qualified, and likely proposing changes 10 our
Commissioners for their consideration.

Until our review is complete, you do not need to provide fingerprints for the spouses of the officers,
directors and substantial interest holders as requested in opr original letter of May 16, 2012, The
fingerprints of the five officers, directors, and substantial interest holders need to be provided 1o us by
July 25, 2012, if they have not already been submitted to us.

I will keep you updated with our rule review process in the upcoming months and would appreciate your
input as we proceed. If you have any questions, please feel free to contact me at (360) 486-3546 or

Tina.Griffin@wsgc.wa.goy

Sincegély,

Tina Griffie
Assistant Director
Licensing Operations Division

Enclosures
cer Mark Lemer, Sr. Vice President and Secretary, Bally Technologies, Ine.

Rick Day, Executive Director, WSGC

P.O. Box 42400 Olympia, Washington 98504-2400 (360} 486-3430  1-800-345-2529 FAX (360) 486-3629
E
- L
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June 13, 2012
17439.0100

VIA E-MATL AND U.S. MAIL

Tina Griffin

Washington State Gambling Commission
Licensing Division

P.O. Box 42400

Olympia, WA 98504-2400

Re:  Request for Withdrawal of Fingerprinting of Spouses
Comnission License No. 20-00119 / Bally Technologies, Inc.

Dear Ms, Griffin:

We thank you, Jennifer LaMont and Allen Esparza for taking time to speak with us and our client Bally
Technologies, Inc. (“Bally”), represented by its general counsel, Mark Lerner, regarding annual
background checks based on fingerprints that are being conducted by the Washington State Gambling
Comimission as of October 1, 2011. The W5GC requested fingerprints of five officers, directors, and
substantial interest holders of Bally, and their spouses. In the hopes that you will reconsider this
requirement with respect to spouses, we are submitting our concerns with this new requirement as

discussed.

We call to your attention that this new program of annual background checks based on fingerprints is
newly implemented as of October 1, 2011, presumably as an internal deparimental interpretation of
WAC 230-03-065 as that regulation dates back to 2006 and there appears to be no corresponding
amendment in the gambling laws or regulations calling for fingerprinting of spouses of licensees who
are not gaming operators. We request, for the reasons set forth below, that this interpretation be
withdrawn with respect to spouses of officers, directors and substantial interest holders of
manufacturer licensees and in particular, Bally, and that your staff reassess this interpretation in light
of the fact that the Ianguage of the regulation itself does not support it, that policy considerations
outweigh any potential regulatory interests, and that as a practical matfer, forcing private citizens who
are not'involved in the licensee’s activities to comply with this requirement may not be achieved.

As you know, Bally is a publicly traded company licensed in over 250 jurisdictions worldwide. With
the exception of Washington, no other jurisdiction in which Bally is licensed requests fingerprints of
spouses of the officers, directors and substantial interest holders. Bally is licensed in Washington to
provide machines to the 28 Class III tribal casinos. As you know, under the Indian Gaming and

Williams, Kastner & Gipbs PLLC

Twe) Unlon Squarg

601 Union Street, Sulte 4100

Seaflie, Washingion 95104

main 206.628.660 (ax 206.628.6611.
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June 13, 2012
Page 2

Regulatory Act (“IGRA”), tribes are the primary regulators of their casinos, and the tribes do not
require fingerprinting of spouses of officers, directors and substantial interest holders.

We respectfully request that your department reexamine the necessity of this new requirement from
legal, policy and practical perspectives. From a legal perspective, the fingerprint requirement for
spouses of officers, directors or substantial interest holders of manufacturer licensees is not supported
by WAC 230-03-065, which is intended for spouses of married persons holding a license to operate
gambling activities. From a policy perspective, the spousal fingerprinting requirement is hugely
burdensome, demoralizing, embarrassing and intrusive for the spouses, who in Bally’s case are neither
employees, officers, directors nor substantial interest holders themselves, and who have already
supplied other forms of personal identifying information and written certification as to any criminal
history, which should be more than adequate for investigative purposes. In a business environment
where intrusive regulatory scrutiny makes it increasingly difficult for public companies to hire and
retain top management, this additional layer of regulation has a discouraging effect on people who
want to serve as officers and directors of public companies. Finally, ordering compliance from private
dtizens who are not engaged in the manufacturing industry other than by virtue of simply being
married to someone who is, may not be practically achievable. A spouse who refuses to submit
fingerprints for whatever reason may not be subject to the WSGC's jurisdiction, and penalizing the
principal or the company would in most cases be inappropriate and unnecessary. We urge that the
WSGC examine this new departmental inferpretation from these perspectives and provide clarity and
direction where needed.

We were referred to WAC 230-03-065 as the basis for requiring spousal fingerprints. However, that
regulation identifies a type of licensee and type of activity that are inapplicable to Bally as a corporate
entity and manufacturer of machines. WAC 230-03-065 states:

(1) Applicants’ spouses must also meet the qualifications to hold a gambling license

rsons who maintain a marital community apply for or hold a license to

when marzied
operate gambling actividies. This includes, but is not limited to, owners and substantial
interest holders of commerdal gambling establishments and officers of charitable or
nonprofit organizations. (Emphasis added.)

(2) If you are a licensed employee of a gambling operation, your spouse does not need to
meet the licensing qualifications.

The regulation focuses on married persons who operate gambling activities or own or have a
substantial interest in commercial gambling establishments. Bally is a corporation that holds a license
to manufacture machines. Bally does not operate gambling activities or own a commercial gambling

3445504.2



June 13, 2012
Page 3

establishment. Manufacturing is neither a gambling activity nor operation of a commercial gambling
establishment. Thus, WAC 230-03-065 is inapplicable to a manufacturer licensee like Bally that is not
engaged in the operafion of gambling activities, and to attempt to apply it to non-operator licensees
overreaches the scope of the regulation.

In addition, the regulation’s reference to “married persons who maintain a marital community”
appears to address community property implications in Washington, a community property state
where joint ownership is presumed by law unless otherwise specified, by requiring qualification of
spouses of licensees who operate gambling activities. With the exception of officers and directors
living in Nevada, also a commumity property state, the other officers, directors, and substantial interest
holders of Bally live in non-community property states and therefore do not maintain a “marital
community” in the context of the Washington regulation.

The explicit purpose of the regulation is to regulate those who own or operate casinos—i.e., the people
who have some measure of control over the casino or who have access to the operational conkrols of the
casino. Subparagraph (2) of the regulation supports this regulatory intent because it makes a
distinction between spouses of licensed gaming operators versus spouses of licensed employees of
gaming operators, providing that spouses of licensed employees of gaming operators need not meet
the licensing qualifications. Reading subparagraph (2) in the context of the regulation then begs the
question: If fingerprinting is not required of spouses of employees who work in a casino and who
presumably have a closer nexus to the gambling operation, why require fingerprinting of spouses of
the directors and officers of a manufacturer who merely supplies machines and are even further
removed from the nexus of gambling operations? Thus, we question whether a regulatory concern is
even present with respect to spouses of officers, directors and substantial interest holders of
manufacturer licensees, particularly when such spouses already provide the WSGC with personal
identifying information sufficient to investigate thermn.

Requiring fingerprints of speusesanay be more problematic than initially contemplated by your staff. -
For example, a spouse may be still married but legally separated from the officer, director or
substantial interest holder. A spouse may be estranged and living in another jurisdiction, or infirm, or
too old to physically comply with the fingerprinting requirement. Or a spouse may simply refuse to be
fingerprinted. A written disclosure attesting to whether such spouse has any criminal history should
be more than sufficient. '

For these reasons, Bally asks that you reconsider the new interpretation of the regulations and not
require manufacturers like Bally to submit fingerprint cards for spouses of applicants. Bally will

34495042



June 13, 2012
Page 4

continue to submit its applications but without spouse fingerprints until this issue is resolved. Should
you have any further questions or concerns, please contact me at the number below.

Very truly yours,

Qobn s

Debora Juarez
(206) 628-6781
djuarez@williamskastner.com

cc John Ellis, Chair, WSGC
Mike Amos, Vice-Chair, WSGC
Keven Rojecki, Commissioner, WSGC
Michael Reichert, Commissioner, W5GC
Kelsey Gray, Ph.D., Commissioner, WSGC
Rick Day, Executive Director, WSGC
Dave Trujillo, Deputy Director, WSGC
Mark Lerner, Sr. Vice President and Secretary, Bally Technologies, Inc.

3449504.2



Petition from the Public

Submitted by: Rockland Ridge Corp. and Galaxy Gaming, Inc.

e Allowing “envy” and “share the wealth” “bonus features” to be
connected between different tables of the same game within a single
card room.

April 2013 ~ Final Action

March 2013 — Study Session

February 2013 — Study Session

January 2013 — Study Session

December 2012- No Meeting

November 2012 — Up for Final Action/ Held over at petitioner’s request
October 2012 — Up for Discussion

September 2012 — Study Session

July 2012 - Staff’s Proposed Amendment Up for Discussion
June 2012 - No Commission Meeting

May 2012 - Staff’s Proposed Amendment Up for Discussion
April 2012 - Filed for Discussion

ITEM: 11
a) Amendatory Section WAC 230-15-040

Requirements for authorized card games.

b) Amendatory Section WAC 230-15-685
Restrictions on progressive jackpots.






In March 2013, the petitioners revised their petition (March 2013 petition) to no longer connect

different card game types. The March 2013 petition would allow “envy” and “share the wealth”

bonus features to be connected over multiple tables, of the same game, in a card room. The March

2013 pctition would:

1) Limit shared prizes to fixed payouts (no odds based payouts);

2} Require certain electronic features to be used on tables offering “envy” and “share the wealth” “bonus
features”. when offered on more than one table, to:
o Detect and record a player’s bonus wager has been placed;
o Provide a visual alert notification system of a winning triggering event; and
o Include a system for displaying all winning bonus hands.

3) Allow all players in the card room placing “envy” or “share the wealth™ wagers to receive the prize even
if they are playing at different tables (as long as the game they are playing has the “envy” wager).

4) Define “envy™ and “share the wealth” as bonus features;

5) Allow other game features that do not require a separate wager to be considered bonus features;

6) Allow bonus features and progressive jackpots to be combined:

7) Allow progressive jackpots prizes for “envy” and “share the wealth” bonus features;

8) Define what a separate game is. There is a limit of four separate games in a single hand of cards;

9) Clarify that card gamcs and bonus features must be approved by the director or the director’s designee;

10) Clarity that the prize in a bonus feature “is based on achieving™ the predetermined specific hand;

11) Add language to clarify that approved card games must be operated as documented on our agency
website;

12) Clarity that only one player may place a wager per wager area in the game of Mini-Baccarat; and

13) Clarify that licensees may connect progressive jackpots offered on the same card game on multiple
tables (WAC 230-15-685).

14) Requires that the visual alert notification be visible by the dealer and players at the tables, and
surveillance.

15) Requires a card room’s Internal Controls to include how winners will be paid.

Attachments:

e March 2013 petition: Proposed amendment to WAC 230-15-040 and WAC 230-15-685.

o April 2012 petition and attachment date stamped February 13, 2012.

» Chart revised March 2013 comparing what WAC 230-15-040 currently allows with the
petitioners’ March 2013 petition.

e Chart dated May 2012 comparing what WAC 230-15-040 currently allows with the petitioners’

proposed amendments.

Letter dated November 15, 2012, from Representative Hunt to Chair Ellis.

Letter dated November 15, 2012, from Representative DeBolt to Chair Ellis.

Letter dated April 19, 2012, notifying stakeholders of the proposed rule change.

E-mail dated April 20, 2012, from Mr. Parkes, Surveillance Manager at Club Hollywood Casino, and

staff’s response.

o State of Nevada Gaming Control Board Equipment Software Modification Approval Number S2011-
1557.

e Excerpts from the April, May and July 2012 Commission meetings when this petition was filed and
discussed.

¢ Excerpts from the November 2011, January and February 2012 Commission meetings from when the
petitioners’ first petition was filed, discussed and denied.

o  WAC 230-01-015 Effective dates for rule-making orders.

Page | 2













Clean Version of the Petitioners’ March 2013 Petition
Up for Final Action at the April 2013 Commission meeting.

WAC 230-15-040 Requirements for authorized card games.

{1} In order for a card game or “bonus feature™ to be authorized, it must be approved by the
director or the director’s designee and must:
(a) Be played with standard playing cards or with electronic card facsimiles approved by the
director or the director's designee; and
(b) Offer no more than four “separate games” with a single hand of cards ((—Hewevez;)) and no
more than three of the “separate games” may offer a wager that exceeds five dollars each. Additionally,
the following definitions and limitations apply to this section: ((We-considerbonusfeaturesand

-
g = = Pe =

(1) “Separate game” — Each individual objective to be achieved within a card game

that requires a separate wager and results in a distinct and separate payout based upon the
outcome. We consider “bonus features” and progressive jackpots separate games unless a
separate wager is not required. “Bonus features” and progressive jackpots may be
combined with other “bonus features.” progressive jackpots and prizes, provided that, the
total amount of the wager does not exceed the limits established in this sub-section and in
WAC 230-15-140.

(i) “Bonus Feature” — An added prize and/or variation based on achieving the
predetermined specific hand required to win the prize. Examples include, but are not
limited to, “envy” and “share the wealth” as defined below and

(c) Not allow side bets between players.
(2) Card game licensces may use more than one deck of cards for a specific game. They also
may remove cards to comply with rules of a specific game, such as Pinochle or Spanish 21.
(3) Players must:
(a) Compete against all other players on an equal basis for nonhouse-banked games or against the
house for house-banked games. All players must compete solely as a player in the card game; and
(b) Receive their own hand of cards and be responsible for decisions regarding such hand, such as
whether to fold, discard, draw additional cards, or raise the wager; and
(¢) Not place wagers on any other player's or the house's hand or make side wagers with other
players, except for:
(i) An insurance wager placed in the game of Blackjack; or
(i1) An"Envy" and er “share the wealth” wager “bonus features™ which-allows-a

£ nalbhe ~

(iii) A tip wager made on behalf of a dealer.
(4) Mini-Baccarat is authorized when operated in the manner explained for Baccarat in the most
current version of The New Complete Hoyle, Revised or Hoyle's Encyclopedia of Card Games, or similar
authoritative book on card games we have approved. and as further described in the Commission
approved game rules on the gambling commission’s website. However:
(a) Card game licensees may make immaterial modifications to the game; and
{b) Suhsection (3) of this section does not apply; and
(¢) The number of players is limited under WAC 230-15-055 and only one player may place a
wager per wager area.
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(5) A player's win or loss must be determined during the course of play of a single card game,
except for a carryover pot game. A carryover pot is an optional pot that accumulates as dealer
and participating players contribute to the pot. The winner of the pot is not necessarily
determined after one game and the pot can be carried over to more than one game. Carryover
pots must not carryover more than ten (10) games. Participants must include at least one player
and the dealer competing for the highest qualifying winning hand. Game rules must state how the
pot is distributed. If the carryover pot has not been won by the tenth game, the dealer will divide
it cqually between the remaining players still participating in the pot and the house or, if allowed
by game rules, only the players still participating in the pot.

{6) “Envy and “‘share the wealth™ bonus features shall be defined and operated as follows:

(a) Ifa plaver makes a wager that qualifies for an “envy” bonus feature pavout, thev are
entitled to receive a prize if another plaver’s hand achieves the predetermined specific hand. If a
plaver is playving more than one wagering area or if a hand thev are plaving is split into two or
more hands and any one of their hands achieves the predetermined specific hand, their other
hand(s) with a qualifving wager is (are) entitled to receive a prize.

(b) If a player makes a wager that qualifies for a “share the wealth” pavout. thev are
entitled to receive a prize if etther their hand(s) or another plaver’s hand achieves the

predetermined specific hand.

(7) “Envy” and “share the wealth” bonus features may be authorized for play on the same
approved card games on multiple tables in a card room and all qualifying players are entitled to a prize.
Shared prizes awarded must only be fixed payouts or part of a progressive jackpot. Odds based payouts
are not allowed.

(8) Tables offering any “envy” or “share the wealth” “bonus feature™ connected with any
other table must include the following electronic features:

(a) A mechanism to detect and record the player’s wager and separately identify their
qualification for the “envy” or “share the wealth™ “bonus feature”. This mechanism must
protect against any wager modifications attempted by a player subsequent to the recording:
and

(b} An alert notification system to immediatelv provide visual notification, which can
be seen by the dealer and plavers at the tables and surveillance, of a winning triggering event
occurring at each connected table. The system must be capable of being activated by the
dealer at cach table offering the corresponding “envy” or “share the wealth™ “bonus feature”;
and

{c) A lock-out mechanism that freezes all wager system components associated with
the “envy” or “share the wealth” “bonus feature” when won in order to accurately display all
winning plavers at the time the winning hand was detected.

(9) Prior to offering an “envy” or “share the wealth” prize on multiplie tables. card game

licensees must first submit to us for approval, their internal controls detailing the methods and
controls they will use to assure the integrity of these “bonus features” including. but not limited
to:

{a) Identifying who has the winning hand; and
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(b) How other tables offering the “envy” or “share the wealth” “bonus features™ are
notified that the prize has been won; and

(¢} Verifving and paving winners of the “envy” or “‘share the wealth™ prize
throughout the card room.
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Amendatory Section:
WAC 230-15-685 Restrictions on progressive jackpots.

House-banked card game licensees operating progressive jackpots must follow these restrictions and
procedures:

(1) Progressive jackpot funds must accrue according to the rules of the game; and

(2) At each gambling table, licensees must prominently post the amount of the progressive jackpot
that players can win; and

(3) Licensces must record the beginning amount of each progressive jackpot offered, including
cxplanations for any increases or decreases in the prize amount offered. Licensees must keep this
documentation with the progressive jackpot records; and

{(4) Licensees may establish a maximum limit on a progressive jackpot prize. If licensees establish a
limit, they must make the amount equal to, or greater than, the amount of the jackpot when they imposed
the limit. They must prominently post a notice of the limit at or near the game ((-)) and;

(5) Licensees may connect progressive jackpots offered on the same card game on multiple tables
within the same licensed location.




Staff Proposed Rule Change

o Establish and outline the process when staff withdraws approval of
gambling equipment.

April 2013 - Up for Discussion and Possible Filing
March 2013 — Study Session

ITEM: 12

a) New Section: WAC 230-06-052
Withdrawing gambling equipment authorization.









New Section:
WAC 230-06-052 Withdrawing gambling equipment authorization.

If the director or the director’s designee withdraws authorization of gambling equipment:

1) The director or the director’s designee will give the applicant written notice and an opportunity
to objeet to the decision. If the applicant does not agree with the decision, they may file a
petition for declaratory order with the commission to be heard as a full review (de novo) by an
administrative law judge, according to RCW 34.05.240 and chapter 230-17 WAC.

2) The direetor or the director’s designee will provide written notice to other impacted licensees
who have the gambling equipment after a final decision is made.



WAC 230-06-050 Review of electronic or mechanical gambling equipment.

(1) Persons who wish to submit gambling equipment, supplies, services, or games for our review to
verify compliance with chapter 9.46 RCW and Title 230 WAC must pay the application deposit before
we perform the review. They must also reimburse us for any additional costs of the review.

(2) We may require manufacturers to submit certain electronic or mechanical gambling equipment
for review. The equipment must meet technical standards for compliance, accuracy, security, and
integrity. To allow for continued testing and training, staff may keep any equipment submitted for
review for as long as the equipment remains in play in Washington. The manufacturers must reimburse
us for any costs of the review. The commissioners and commission staff are not lable for any damage to
equipment while in our possession,

{3) Licensees must operate equipment identical to the version the director or director's designee
approved.

(4) If persons submitting equipment do not agree with the director or director's designee’s decision,
they may file a petition for declaratory order with the commission to be heard as a tull review (de novo)
by an administrative law judge, according to RCW 34.05.240 and chapter 230-17 WAC.

WAC 230-15-045 Withdrawing card game authorization.
If the director or the director's designee withdraws authorization of a card game:

(1) The director or the director's designee will give licensees written notice and an opportunity to
object to the decision. If a licensee files an objection in writing, an administrative law judge will review
the dccision.

(2) The director or the director's designee will provide written notice to impacted licensces after a
final decision is made.



