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PROPOSED RULEMAKING

ENVIRONMENTAL
QUALITY BOARD

[25 PA. CODE CHS. 109 AND 110]
Water Resources Planning

The Environmental Quality Board (Board) proposes to
amend Chapter 109 (relating to safe drinking water) and
add Chapter 110 (relating to water resources planning) to
read as set forth in Annex A. Chapter 110 establishes the
requirements for registration of water users and
recordkeeping and reporting of water withdrawal and use
information, as required by 27 Pa.C.S. Chapter 31 (relat-
ing to water resources planning). The proposed rule-
making specifies who is required to register, keep records
and report information regarding withdrawals of water in
this Commonwealth and details the information that is to
be recorded and reported to the Department of Environ-
mental Protection (Department). The information col-
lected under this proposed rulemaking is essential to
development of the State Water Plan, which is mandated
by 27 Pa.C.S. Chapter 31.

This proposed rulemaking was adopted by the Board at
its meeting of September 19, 2006.

A. Effective Date

The proposed rulemaking will go into effect upon
final-form publication in the Pennsylvania Bulletin.

B. Contact Persons

For further information, contact Susan K. Weaver,
Acting Chief, Division of Water Use Planning, P. O. Box
8555, Rachel Carson State Office Building, Harrisburg,
PA 17105-8555, (717) 783-8055; or Pamela G. Bishop,
Assistant Counsel, Bureau of Regulatory Counsel, P. O.
Box 8464, Rachel Carson State Office Building, Harris-
burg, PA 17105-8464, (717) 787-7060. Information regard-
ing submitting comments on this proposed rulemaking
appears in Section J of this preamble. Persons with a
disability may use the AT&T Relay Service, (800) 654-
5984 (TDD users) or (800) 654-5988 (voice users). This
proposed rulemaking is available on the Department's
website: www.depweb.state.pa.us.

C. Statutory Authority

The proposed rulemaking is being made under the
authority of section 4 of the Pennsylvania Safe Drinking
Water Act (35 P. S. § 721.4); 27 Pa.C.S. § 3118 (relating
to water use registration and reporting), which directs the
Board to adopt regulations pertaining to reporting by
public water suppliers and establishing requirements for
the registration, periodic reporting and recordkeeping of
water withdrawals and uses; and section 1920-A of The
Administrative Code of 1929 (71 P.S. § 510-20), which
authorizes and directs the Board to adopt regulations
necessary for the proper performance of the work of the
Department.

D. Background and Purpose

The Department is required under 27 Pa.C.S. Chapter
31 to complete a State Water Plan and establish a water
withdrawal registration program to collect data necessary

to support the planning process. The Commonwealth does
not currently know how much water is used, needed or
available. The proposed rulemaking will provide the data
necessary to help answer those questions. The State
Water Plan will provide a framework for managing this
Commonwealth’s water resources to most effectively pro-
vide for public health and safety, while protecting aquatic
resources. Citizens of this Commonwealth will benefit
from the development of a State Water Plan, which will
provide decision makers a valuable tool to guide invest-
ment, development and land use management in a man-
ner that is sustainable and will avoid water shortages
and concomitant dislocation. The data collected under this
proposed rulemaking will help create economic opportu-
nity by assisting State and local decision makers to
identify water resources available to support sustainable
development and will help to avoid unwise investments.

The proposed rulemaking will require public water
supply agencies and hydropower facilities, irrespective of
the amount of withdrawal, and persons whose total
withdrawal or withdrawal use from one or more points of
withdrawal within a watershed operated as a system
either concurrently or sequentially exceeds an average
rate of 10,000 gallons of water a day in a 30-day period to
register, periodically report and keep records of water use.
To avoid duplication of reporting requirements, the pro-
posed rulemaking recommends amending one section of
Chapter 109 to indicate that compliance by public water
supply agencies with Chapter 110 will fulfill compliance
with the Chapter 109 annual water supply reporting
requirements.

A Statewide Water Resources Committee (Statewide
Committee) is established by 27 Pa.C.S. Chapter 31 to
assist the Department in developing the State Water
Plan. The Statewide Committee is also charged with
reviewing and commenting on regulations proposed by
the Department under 27 Pa.C.S. Chapter 31. Chapter 31
of 27 Pa.C.S. also establishes six Regional Committees in
each of the following major river basins: Delaware River,
Upper/Middle Susquehanna River, Lower Susquehanna
River, Ohio River, Potomac River and Great Lakes. The
Department presented the proposed rulemaking to both
the Statewide Committee and the six Regional Commit-
tees for comment. The Statewide Committee and Regional
Committees considered the proposed rulemaking at their
public meetings held throughout this Commonwealth at
which the public could also comment. Comments from the
public included extensive comments from the Pennsylva-
nia Chamber of Business and Industry. The Department
revised the draft regulations in accordance with those
comments.

The Statewide Committee expressed concern about the
possibility that fees may be associated with the registra-
tion or reporting. No fees are included in this proposed
rulemaking. Other significant concerns related to meter-
ing and the level of detail required in the registration and
reporting forms. Those concerns have already been ad-
dressed by comprehensive revisions to the original draft
regulations. The Statewide Committee has recommended
moving this proposed rulemaking to the Board for consid-
eration and has indicated in writing its support of the
regulatory package.
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In accordance with 27 Pa.C.S. Chapter 7 (relating to
Agricultural Advisory Board), the Department presented
the draft regulations to the Agricultural Advisory Board
at their meeting on June 15, 2005. One item of interest to
that Agriculture Advisory Board was the measurement of
water usage for large water users. It was explained that
the regulations do not propose metering for agricultural
operations involving less than 50,000 gallons per day
(gpd) and that flow calculations will be acceptable.

A general statement on the establishment of the Water
Resources Technical Assistance Center (Center) has been
included in § 110.604 (relating to Water Resources Tech-
nical Assistance Center). The Center is an important
aspect of 27 Pa.C.S. Chapter 31 and the Department is
soliciting comments from individuals or organizations on
how best to develop the Center.

E. Summary of Regulatory Requirements
No companion Federal regulations exist.

Section 109.701 (relating to reporting and recordkeep-
ing) explains the reporting and recordkeeping require-
ments for public water systems.

Section 110.1 (relating to definitions) explains the
intended meaning for terms used in this proposed rule-
making.

Section 110.2 (relating to purpose) explains that Chap-
ter 110 establishes registration, monitoring, recordkeep-
ing and reporting requirements that apply to persons who
own public water supply agencies or hydropower facilities
and persons whose total withdrawal or withdrawal use
exceeds an average rate of 10,000 gpd in a 30-day period.

Section 110.3 (relating to general requirements) estab-
lishes requirements to register, monitor, maintain records
and submit reports regarding withdrawals or uses of
water and provides that information submitted to the
Department will be subject to the act of June 21, 1957
(P. L. 390, No. 212), known as the Right-to-Know Act,
unless claimed confidential by the submitter, with ad-
equate justification.

Section 110.4 (relating to inspection authorization) au-
thorizes the Department to make inspections and conduct
tests or sampling, or examine books, papers and records,
including electronic records, to determine compliance with
this chapter.

Section 110.5 (relating to coordination with reports
under other statutes) requires persons subject to
§ 110.3(a) to cooperate with the Department in its coordi-
nation of the submission of reports under this chapter
with reports required under other statutes and regula-
tions administered by the Department, compact basin
commissions or by other Federal and State agencies.

Section 110.6 (relating to effect of registration) explains
that registration of a withdrawal or use under this
chapter will not be construed as either a determination of
a person’s water rights or approval of a withdrawal or use
by the Department, another agency of the Commonwealth
or a compact basin commission.

Section 110.201 (relating to registration requirement)
establishes the requirement for persons subject to the
regulation to register with the Department the source,
location and amount of their withdrawals and withdrawal

uses. It exempts from registration persons who use more
than 10,000 gpd if all water is supplied by a public water
supply agency and the average consumptive use does not
exceed 100,000 gpd over a 30-day period.

Section 110.202 (relating to submission of registrations)
establishes the deadlines for submittal of registrations to
the Department as not later than March 16, 2004, or 90
days following initiation of a water withdrawal or with-
drawal use, whichever is later.

Section 110.203 (relating to content of registration)
establishes the required content of a registration, includ-
ing registrant identification and description information;
identification, description, including location, and amount,
as appropriate, of the following: source, withdrawal or
withdrawal use, or both, consumptive and nonconsump-
tive uses, water returned and discharged and water
transferred between public water supply agencies by
means of interconnection; and identification and justifica-
tion of confidential information.

Section 110.204 (relating to voluntary registration).
This section provides for voluntary registration by per-
sons not subject to the regulation.

Section 110.205 (relating to transfer of registration)
provides for transfers of registrations and establishes the
prerequisites for transfers.

Section 110.206 (relating to termination of registration)
provides for termination of registrations and establishes
the prerequisites for termination.

Section 110.301 (relating to reporting requirement)
establishes the requirement for reporting.

Section 110.302 (relating to submission of reports)
establishes the dates for required submission of reports to
the Department.

Section 110.303 (relating to reporting period) estab-
lishes the reporting period for reports required to be
submitted to the Department.

Section 110.304 (relating to general contents of report)
prescribes the general contents of reports.

Section 110.305 (relating to user-specific contents of
report) prescribes user-specific contents of reports.

Section 110.401 (relating to recordkeeping requirement)
establishes the requirements for recordkeeping.

Section 110.402 (relating to retention of records) estab-
lishes the requirement for retention of records and sup-
porting data to be at least 5 years.

Section 110.501 (relating to metering and measuring
requirement) establishes the requirements for metering
and measuring. Public water supply agencies shall meter
to within 5% accuracy. Hydropower facilities and large
users (greater than 50,000 gpd) shall measure to within
5% accuracy. Other users subject to the regulation shall
measure or calculate their withdrawals or withdrawal
uses by a means acceptable to the Department.

Section 110.502 (relating to recording frequency) estab-
lishes the recording frequency of withdrawals and with-
drawal uses subject to the regulation.
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Section 110.503 (relating to measuring requirement in
critical water planning areas) provides the Department
authority to require more accurate measurement of with-
drawals or withdrawal uses in critical water planning
areas and establishes the criteria for imposing these
requirements.

Section 110.601 (relating to registration) provides that
a person who has implemented a water conservation
project or practice may register the project or practice
with the Department.

Section 110.602 (relating to registration information)
establishes the required information for registration of
water conservation projects or practices

Section 110.603 (relating to reporting) requires persons
who registered water conservation projects or practices to
submit annual reports to the Department documenting
the continuing effectiveness of the projects or practices.

Section 110.604 requires the Department establish the
Center to promote voluntary water conservation and to
provide technical assistance on water resources use is-
sues.

F. Benefits, Costs and Compliance
Benefits

Citizens of this Commonwealth will benefit from the
development of a State Water Plan, which will provide
decision makers with a valuable tool to guide investment,
development and land use management in a manner that
is sustainable and will avoid water shortages and con-
comitant dislocation. The data collected under this pro-
posed rulemaking is necessary to development of the
State Water Plan.

This proposed rulemaking will help create economic
opportunity by assisting decision makers in identifying
water resources available to support sustainable develop-
ment and will help to avoid unwise investment in
unsustainable resources. The Commonwealth does not
currently know how much water is used, needed or
available. The proposed rulemaking will provide the data
necessary to help answer those questions.

Compliance costs

Persons who withdraw or use 10,000 gallons of water or
more per day and public water suppliers and hydropower
facilities will be required to register and report under the
regulations. One time metering costs, for meter equip-
ment, for a limited number of public water suppliers who
don't currently meter their sources, may range from $50
to $2,000 per registered source. Annual costs for
recordkeeping and reporting may range from 1 to 12 work
days per year per registrant. Many users, including most
that are currently regulated by either the Department or
the Susquehanna River Basin Commission or Delaware
River Basin Commission, already have the necessary
recordkeeping and reporting processes in place and
should incur no additional costs. Consolidation of report-
ing requirements may result in reduced costs for some of
these users.

Compliance assistance plan

Registration workshops were held across this Common-
wealth in 2004 to assist in the initial registration re-
quired by 27 Pa.C.S. Chapter 31. No additional work-
shops are planned.

Paperwork Requirements

Persons subject to the proposed rulemaking will be
required to submit an initial registration form for each
source of water withdrawal, describing the location and
guantity of withdrawal and type of use. Annually, thereaf-
ter, they will be required to submit a report of their
monthly total withdrawals from each source and their
total monthly water use. Under the proposed rulemaking,
the registration and reporting requirements of the De-
partment, including the Annual Water Supply Report
under the Pennsylvania Safe Drinking Water Act (35 P. S.
88 721.1—721.17), and the Susquehanna River Basin
Commission and the Delaware River Basin Commission
will be consolidated in single registration and reporting
forms to be submitted solely to the Department.

G. Pollution Prevention

The Pollution Prevention Act of 1990 (42 U.S.C.A.
88 13101—13109) established a National policy that pro-
motes pollution prevention as the preferred means for
achieving state environmental protection goals. The De-
partment encourages pollution prevention, which is the
reduction or elimination of pollution at its source, through
the substitution of environmentally-friendly materials,
more efficient use of raw materials and the incorporation
of energy efficiency strategies. Pollution prevention prac-
tices can provide greater environmental protection with
greater efficiency because they can result in significant
cost savings to facilities that permanently achieve or
move beyond compliance. This proposed rulemaking incor-
porates the following pollution prevention incentives:

Water conservation practices encouraged and fostered
by this proposed rulemaking will result in decreased
withdrawals of water and discharges of wastewater. Re-
duced energy consumption and chemical use will also be
realized. Less diminution of stream flows, particularly
during periods of low flows, is pollution prevention as
recognized by the courts. In addition, reductions in
wastewater discharges will reduce pollution of our water
resources.

H. Sunset Review

The regulations will be reviewed in accordance with the
sunset review schedule published by the Department to
determine whether the regulations effectively fulfill the
goals for which they were intended.

I. Regulatory Review

Under section 5(a) of the Regulatory Review Act (71
P. S. § 745.5(a)), on November 17, 2006, the Department
submitted a copy of this proposed rulemaking and a copy
of a Regulatory Analysis Form to the Independent Regu-
latory Review Commission (IRRC) and to the Chairper-
sons of the House and Senate Environmental Resources
and Energy Committees. A copy of this material is
available to the public upon request.

Under section 5(g) of the Regulatory Review Act, IRRC
may convey any comments, recommendations or objec-
tions to the proposed rulemaking within 30 days of the
close of the public comment period. The comments, recom-
mendations or objections must specify the regulatory
review criteria which have not been met. The Regulatory
Review Act specifies detailed procedures for review, prior
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to final publication of the rulemaking, by the Depart-
ment, the General Assembly and the Governor of com-
ments, recommendations or objections raised.

J. Public Comments

Written comments. Interested persons are invited to
submit comments, suggestions or objections regarding the
proposed rulemaking to the Environmental Quality
Board, P. O. Box 8477, Harrisburg, PA 17105-8477 (ex-
press mail: Rachel Carson State Office Building, 16th
Floor, 400 Market Street, Harrisburg, PA 17101-2301).
Comments submitted by facsimile will not be accepted.
Comments, suggestions or objections must be received by
the Board by January 2, 2007. Interested persons may
also submit a summary of their comments to the Board.
The summary may not exceed one page in length and
must also be received by January 2, 2007. The one-page
summary will be provided to each member of the Board
in the agenda packet distributed prior to the meeting at
which the final regulation will be considered.

Electronic comments. Comments may be submitted elec-
tronically to the Board at RegComments@state.pa.us and
must also be received by the Board by January 2, 2007. A
subject heading of the proposal and a return name and
address must be included in each transmission.

KATHLEEN A. MCGINTY,
Chairperson

Fiscal Note: 7-403. No fiscal impact; (8) recommends
adoption.

Annex A
TITLE 25. ENVIRONMENTAL PROTECTION

PART I. DEPARTMENT OF ENVIRONMENTAL
PROTECTION

Subpart C. PROTECTION OF NATURAL
RESOURCES

ARTICLE Il. WATER RESOURCES
CHAPTER 109. SAFE DRINKING WATER

Subchapter G. SYSTEM MANAGEMENT
RESPONSIBILITIES

§ 109.701. Reporting and recordkeeping.

* * * * *

(b) Reporting requirements for community water sys-
tems. In addition to the reporting requirements for a
public water system, a community water supplier shall
comply with the following requirements:

* * * * *

(2) The water supplier shall [ submit by March 31 an
annual water supply report for the prior calendar
year on forms provided by the Department or in a
form acceptable to the Department. This report
shall include information relating to water use,
connections, distribution system and storage ] com-
ply with the applicable requirements of registra-
tion, reporting, recordkeeping and monitoring in
Chapter 110, Subchapters B—E, regarding registra-
tion, reporting, recordkeeping and monitoring.

CHAPTER 110. WATER RESOURCES PLANNING

Subchap.

GENERAL PROVISIONS
REGISTRATION
REPORTING
RECORDKEEPING
MONITORING

WATER CONSERVATION

Subchapter A. GENERAL PROVISIONS

mTmMUow»

Sec.
110.1. Definitions.
110.2. Purpose.

110.3. General requirements.
110.4. Inspection authorization.
110.5. Coordination with reports under other statutes.

110.6. Effect of registration.
§ 110.1. Definitions.

The following words and phrases, when used in this
chapter, have the following meanings, unless the context
clearly indicates otherwise:

Act—27 Pa.C.S. Chapter 31 (relating to water resources
planning).

Basin—As defined in section 3102 of the act.

Calculate or calculation—Mathematical computations,
or the act of computing, for the purposes of water use
registration or reporting, or both, usually based on pump
intake rate and duration of pumping or similar factors.

Confidential information—As defined in section 3102 of
the act.

Compact basin commission—An interstate commission
having jurisdiction with respect to the planning, develop-
ment or regulation of water resources within a basin in
this Commonwealth, created by interstate compact or
Federal-interstate compact.

Consumptive use—As defined in section 3102 of the act.

Critical water planning area—As defined in section
3102 of the act.

Deep well injection—Injection of waste or wastewater
substantially below aquifers containing fresh water.

Department—The Department of Environmental Protec-
tion of the Commonwealth.

Groundwater—As defined in section 3102 of the act.

Hydropower facility—A facility that produces electricity
by the action of water, not including steam, passing
through a turbine.

Municipality—As defined in section 3102 of the act.

Nonconsumptive use—As defined in section 3102 of the
act.

Person—As defined in section 3102 of the act.

Public water supply agency—As defined in section 3102
of the act.

Source—The point of withdrawal of water within a
watershed. If the withdrawal use includes the transfer of
water through interconnections, the source is the point of
the interconnection.
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Statewide Committee—The Statewide Water Resources
Committee.

Surface water—As defined in section 3102 of the act.

System—Two or more facilities that are adjacent or
geographically proximate to each other, operated concur-
rently or sequentially for use in a common operation and
owned, managed or operated by the same person.

Water conservation project or practice—A project or
practice which is technically feasible and economically
practicable and which is designed to accomplish any of
the following:

(i) Reduce the demand for water.

(i) Improve efficiency in water use and reduce leakage,
losses and waste of water.

(iii) Improve reuse and recycling of water.

(iiii) Improve land management practices to conserve
water or to preserve or increase groundwater recharge.

Watercourse—As defined in section 3102 of the act.
Water resource—As defined in section 3102 of the act.
Watershed—As defined in section 3102 of the act.
Withdrawal—As defined in section 3102 of the act.

Withdrawal use or use—As defined in section 3102 of
the act.

§ 110.2. Purpose.

This chapter establishes the registration, monitoring,
recordkeeping and reporting requirements that apply, for
purposes of developing data for the State Water Plan, to
each person who owns a public water supply agency or
hydropower facility and each person whose total with-
drawal or withdrawal use from a point of withdrawal, or
from multiple points of withdrawal operated as a system
either concurrently or sequentially, within a watershed
exceeds an average rate of 10,000 gallons per day in any
30-day period.

§ 110.3. General requirements.

(a) Registration requirements. Each person who owns a
public water supply agency or hydropower facility and
each person whose total withdrawal or withdrawal use
from a point of withdrawal, or from multiple points of
withdrawal operated as a system either concurrently or
sequentially, within a watershed exceeds an average rate
of 10,000 gallons per day in any 30-day period shall
register, monitor, maintain records and submit reports to
the Department regarding withdrawals or uses of water
in accordance with this chapter.

(b) Confidential information.

(1) Except as provided in paragraph (2), information
required to be submitted to the Department under this
chapter shall be subject to the act of June 21, 1957 (P. L.
390, No. 212), known as the Right-to-Know Act.

(2) Each person who submits information under this
chapter that the person claims is confidential information
shall identify the confidential information and provide a
justification for its confidential nature.

§ 110.4. Inspection authorization.

The Department, its employees and authorized agents
are authorized, during reasonable hours and upon reason-
able notice, to make inspections and conduct tests or
sampling, or examine books, papers and records, includ-
ing electronic records, pertinent to a matter under inves-
tigation, to determine compliance with this chapter, as it
deems necessary. The persons subject to § 110.3(a) (relat-
ing to general requirements) shall grant access to, and
make available upon request of, the Department, its
employees and authorized agents, all facilities and
records necessary for conducting the inspections, tests,
sampling or examinations.

§ 110.5. Coordination with reports under other stat-
utes.

(a) The persons subject to § 110.3(a) (relating to gen-
eral requirements) shall cooperate with the Department
in its coordination of the submission of reports under this
chapter with reports required under other statutes and
regulations administered by the Department, compact
basin commissions, or by other Federal and state agen-
cies.

(b) The persons subject to § 110.3(a) shall submit
information in accordance with joint reporting forms
developed by the Department to facilitate the submission
of information required under other statutes and regula-
tions administered by the Department, compact basin
commissions, and other Federal and state agencies, to
reduce duplicate and repetitious reporting requirements.
The joint forms shall be used in lieu of individual forms
for the required reports.

§ 110.6. Effect of registration.

(a) Registration of a withdrawal or use under this
chapter will provide knowledge of existing uses, essential
in the State water planning process to the development of
accurate watershed water budgets, which are the founda-
tion of comprehensive regional water plans and critical
area resource plans. Registration will provide the Depart-
ment and compact river basin commissions information
regarding locations and quantities of existing uses, that
can be used to help protect those uses when new projects
are under consideration for approval.

(b) Registration of a withdrawal or use under this
chapter will not be construed as either a determination of
a person’s water rights or approval of a withdrawal or use
by the Department, another agency of the Commonwealth
or a compact basin commission.

Subchapter B. REGISTRATION

Sec.

110.201. Registration requirement.
110.202. Submission of registrations.
110.203. Content of registration.
110.204. \Voluntary registration.
110.205. Transfer of registration.
110.206. Termination of registration.

§ 110.201. Registration requirement.

The following persons shall register the information
specified in § 110.203 (relating to content of registration)
with the Department:

(1) Each owner of a public water supply agency.

(2) Each owner of a hydropower facility.
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(3) Each person whose total withdrawal or withdrawal
use from a point of withdrawal, or from multiple points of
withdrawal operated as a system either concurrently or
sequentially, within a watershed exceeds an average rate
of 10,000 gallons per day in any 30-day period, except if
all water is supplied by a public water supply agency and
the average consumptive use is less than 100,000 gallons
per day over any 30-day period.

§ 110.202. Submission of registrations.

Registrations shall be submitted to the Department by
March 16, 2004, or 90 days following initiation of a water
withdrawal or withdrawal use, whichever is later.

§ 110.203. Content of registration.

A registrant shall provide information, on forms pre-
scribed by the Department and developed in consultation
with the Statewide Committee, including:

(1) Registrant identification and description informa-
tion.

(2) Identification, description, including location, and
amount, as appropriate, of the following: source, with-
drawal or withdrawal use, or both, consumptive and
nonconsumptive uses, water returned and discharged and
water transferred between public water supply agencies
via interconnection.

(3) ldentification and justification of confidential infor-
mation.

§ 110.204. Voluntary registration.

A person, not subject to the registration requirements
of § 110.201 (relating to registration requirement), who
withdraws or uses water, may voluntarily register with
the Department the water withdrawal or use, in accord-
ance with the registration provisions of this subchapter.
Notwithstanding 88 110.301 and 110.401 (relating to re-
porting requirement; and monitoring and recordkeeping
requirement), voluntary registrants shall monitor, main-
tain records and report to the Department in accordance
with the other provisions of Subchapters C—E.

§ 110.205. Transfer of registration.

The Department will transfer a registration, if the
following conditions are met:

(1) The registrant and transferee are in compliance
with this chapter.

(2) No later than 30 days subsequent to the transfer,
the transferee submits the following to the Department:

(i) A request for transfer of the registration, on a form
prescribed by the Department.

(i) A written statement signed by the registrant and
the transferee, containing the date of the transfer of
registration and acknowledging the transferee’s
recordkeeping and reporting responsibilities.

§ 110.206. Termination of registration.

(a) Except for a public water supply agency or
hydropower facility, when a registered withdrawal or use
over a 12-month period continues to be an amount less
than the 30-day average threshold amount requiring
registration as specified in § 110.201(3) (relating to regis-

tration requirement), the person responsible for the with-
drawal or use may file with the Department, on forms
provided by the Department, a written request for termi-
nation of registration.

(b) When a registered withdrawal or use over a 12-
month period is zero, or if a withdrawal or use has been
abandoned, the person responsible for the withdrawal or
use may file with the Department, on forms provided by
the Department, a written request for termination of
registration.

(c) Upon receipt of proper written request for termina-
tion, the Department will terminate the registration and
notify the registrant.

(d) When a registered withdrawal or use over seven
consecutive 12-month periods is zero, based upon reports
submitted in accordance with Subchapter C (relating to
reporting), the Department will terminate the registration
and notify the registrant.

Subchapter C. REPORTING

Sec.

110.301. Reporting requirement.
110.302. Submission of reports.

110.303. Reporting period.

110.304. General contents of report.
110.305. User-specific contents of report.

§ 110.301. Reporting requirement.

Each person subject to § 110.201 (relating to registra-
tion requirement) shall submit reports to the Department
in accordance with this subchapter, regarding the with-
drawal and use, except for registrations that have been
terminated in accordance with § 110.206 (relating to
termination of registration).

§ 110.302. Submission of reports.

Reports shall be submitted to the Department, on forms
prescribed by the Department and developed in consulta-
tion with the Statewide Committee, annually or less
frequently as may be prescribed by the Department, no
later than:

(1) March 31—Public water supply agency.

(2) June 30—Any user except a public water supply
agency, including:

(i) Power generation facility.
(if) Manufacturing industry user.
(iii) Mineral industry user.
(iv) Bulk, vended, retail and bottled water systems.
(v) Agricultural user.
(vi) Golf course user.
(vii) Ski resort.
(viii) Other user.
§ 110.303. Reporting period.

Reports must provide information for the calendar year
preceding the date of submission.

§ 110.304. General contents of report.

A report must include the items under § 110.203
(relating to content of registration).
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§ 110.305. User-specific contents of report.

In addition to the contents specified in § 110.203
(relating to content of registration), registrants shall
submit user-specific information, including:

(1) Public water supply agency.

(i) Connections and water transfers.
(i) Service area map.

(iti) Metering.

(iv) Storage information.

(2) Power generation facility including hydropower and
thermo-electric.

(i) Energy source type.

(if) Generating capacities.
(iii) Generating units.

(iv) Storage information.
(3) Manufacturing industry.
(i) Employment.

(i) Storage information.

(4) Mineral industry.

(i) Types of operations.

(i) Water quality.

(iii) Employment.

(iv) Storage information.
(5) Bulk, vended, retail and bottled water.
(i) Employment.

(ii) Storage information.

(6) Agriculture.

(i) Irrigation water use.

(i) Animal water use.

(iti) Storage information.
(7) Golf course.

(i) Irrigated areas and water use by tees, greens,
fairways and other land coverages.

(ii) Irrigation system information.

(iii) Employment.

(iv) Storage information.

(8) SKki resort.

(i) Number and acreage of slopes and trails.
(i) Areas covered by snowmaking.

(iili) Snowmaking capacities, and water use.
(iv) Employment.

(v) Storage information.

Subchapter D. RECORDKEEPING

Sec.
110.401. Recordkeeping requirement.
110.402. Retention of records.

§ 110.401. Recordkeeping requirement.

A person subject to § 110.201 (relating to registration
requirement) shall make and maintain a record of the
items required under Subchapters B and C (relating to
registration; and reporting), including supporting data,
except for registrations that have been terminated in
accordance with 8§ 110.206 (relating to termination of
registration).

§ 110.402. Retention of records.

Records created under § 110.401 (relating to
recordkeeping requirement), including supporting data,
shall be kept for at least 5 years.

Subchapter E. MONITORING

Sec.

110.501. Metering and measuring requirement.

110.502. Recording frequency.

110.503. Measuring requirement in critical water planning areas.

§ 110.501. Metering and measuring requirement.

(@) Each public water supply agency shall measure its
withdrawals or uses by means of a continuous-recording
device or flow meter, accurate to within 5% of actual flow.

(b) Each hydropower facility shall measure its with-
drawal or use by means of a continuous-recording device
or flow meter or shall calculate its withdrawal or use
based upon electrical generation or turbine flow rates or
other method, accurate to within 5% of actual flow.

(c) The following persons shall measure or calculate
their withdrawals or uses by means of a continuous-
recording device or flow meter or other method, accurate
to within 5% of actual flow: each person whose total
withdrawal or withdrawal use from a point of with-
drawal, or from multiple points of withdrawal operated as
a system either concurrently or sequentially, within a
watershed equals or exceeds an average rate of 50,000
gallons per day in any 30-day period, except if all water is
supplied by a public water supply agency and the average
consumptive use is less than 100,000 gallons per day over
any 30-day period.

(d) The Department may grant exceptions to the 5%
performance standard, if maintenance of the 5% perfor-
mance standard is not technically feasible or economically
practicable.

(e) A person who is subject to compact basin commis-
sion requirements more stringent than those provided in
this section shall measure the withdrawal or use in
accordance with the more stringent requirements.

(f) The following persons shall measure or calculate
their withdrawals or uses by a means acceptable to the
Department:

(1) A person, who is not subject to subsections (a)—(e),
whose total withdrawal or withdrawal use from a point of
withdrawal, or from multiple points of withdrawal oper-
ated as a system either concurrently or sequentially,
within a watershed exceeds an average rate of 10,000
gallons, but is less than 50,000 gallons, per day in any
30-day period.

(2) A person who has voluntarily registered.
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§ 110.502. Recording frequency.

Withdrawals and uses subject to § 110.501(a) and (b)
(relating to metering and measuring requirement) shall
be recorded on a daily basis. Withdrawals and uses
subject to § 110.501(c) shall be recorded on a weekly
basis. Withdrawals and uses subject to § 110.501(e) and
(f) shall be recorded monthly.

§ 110.503. Measuring requirement in critical water
planning areas.

(@) The Department may require persons within a
critical water planning area, whose total withdrawal or
withdrawal use from a point of withdrawal, or from
multiple points of withdrawal operated as a system either
concurrently or sequentially, within a watershed exceeds
an average rate of 10,000 gallons per day in any 30-day
period, to measure or calculate their withdrawals by
means of a more accurate measuring method (but not
more accurate than 5%) and record the measurements on
a more frequent basis (not to exceed daily) than required
in accordance with 8§ 110.501 and 110.502 (relating to
metering and measuring requirement; and recording fre-
quency), if the Department determines that more accu-
rate data is required for the development of a critical
area resource plan in a watershed within a critical water
planning area. Upon receipt of written notice from the
Department, those persons shall begin the measurements
or calculations within 180 days.

(b) In making the determination, the Department will
consider the necessity of requiring more accurate data
and having it recorded more frequently than required by
88 110.501 and 110.502, from various categories of water
users, for effective critical area resource planning in the
specific watershed and the costs to registrants of provid-
ing the accuracy and frequency.

Subchapter F. WATER CONSERVATION

Sec.

110.601. Registration.

110.602. Registration information.

110.603. Reporting.

110.604. Water Resources Technical Assistance Center.

§ 110.601. Registration.

A person who has implemented a water conservation
project or practice may register the project or practice
with the Department.

§ 110.602. Registration information.

Registration of water conservation projects or practices
shall be on forms, prescribed by the Department, contain-
ing information including the following:

(1) The registrant name and address.

(2) A 7.5-minute U.S.G.S. Quadrangle map, or accept-
able substitute, showing the location of the project or
practice.

(3) A description of the project or practice, including
information detailing a description of:

(i) Project or practice prior and subsequent to imple-
mentation of water conservation program.

(i) Quantity of water use prior and subsequent to
implementation of water conservation program.

(iti) Quantity of consumptive use prior and subsequent
to implementation of water conservation program.

(iv) Reuse or recycling of water.
(v) Increase of supply or storage of water.

(vi) Increase of groundwater recharge.
(vii) Conservation-based rate structure.

(viii) Water use efficiency, including plumbing retrofit
programs.

(ix) Reduction of water loss.

(X) Water provided to offset water use during drought
periods.

§ 110.603. Reporting.

Each person who has registered a water conservation
project or practice in accordance with this subchapter
shall submit to the Department, on forms prescribed by
the Department and developed in consultation with the
Statewide Committee, a report documenting the continu-
ing effectiveness of the project or practice annually or less
frequently as may be prescribed by the Department.

§ 110.604. Water Resources Technical Assistance
Center.

The Department will establish a Water Resources Tech-
nical Assistance Center to promote voluntary water con-
servation and to provide technical assistance on water
resources uses issues, including programs identified in 27
Pa.C.S. § 3120(a) (relating to water conservation).

[Pa.B. Doc. No. 06-2345. Filed for public inspection December 1, 2006, 9:00 a.m.]

PENNSYLVANIA GAMING
CONTROL BOARD

[58 PA. CODE CHS. 465—467]

Accounting and Internal Controls; Slot Computer
Systems; Commencement of Slot Operations

The Pennsylvania Gaming Control Board (Board), un-
der the general authority in 4 Pa.C.S. § 1202(b)(14)
(relating to general and specific powers) and the specific
authority in 4 Pa.C.S. 88 1207, 1322 and 1520 (relating
to regulatory authority of board; slot machine accounting
controls and audits; and automated teller machines),
proposes to add Chapters 465—467 (relating to account-
ing and internal controls; slot computer systems; and
commencement of slot operations) to read as set forth in
Annex A.

Purpose of the Proposed Rulemaking

Under the authority granted to the Board under 4
Pa.C.S. § 1203 (relating to temporary regulations), the
Board initially adopted temporary regulations in Chapter
465 at 36 Pa.B. 910 (February 18, 2006), in Chapter 466
at 36 Pa.B. 3416 (July 1, 2006) and in Chapter 467 at
Pa.B. 3954 (July 22, 2006). Under 4 Pa.C.S. Part Il
(relating to gaming), the temporary regulations expire on
July 5, 2007.

The Board is proposing to replace the temporary regu-
lations with the permanent regulations in this proposed
rulemaking.
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Explanation of Chapter 465

This chapter contains accounting and internal control
provisions that apply to applicants for and holders of slot
machine licenses. These regulations encompass specific
procedural, personnel, accounting, auditing and reporting
requirements for the operation of a licensed facility in
this Commonwealth.

Amendments to the temporary regulations include a
large number of editorial changes that improve the clarity
of the language in the temporary regulations. Temporary
§ 465.1, which originally contained definitions, has been
removed. The defined terms in temporary § 465.1 and
other defined terms in various sections in Chapter 465
will be moved to § 461.1 (relating to definitions), as the
defined terms are used throughout Subpart E (relating to
slot machines and associated equipment). The other sec-
tions of this chapter have been renumbered accordingly.
Section 465.9(j) (relating to surveillance system; surveil-
lance department control, surveillance department re-
strictions) has been amended to allow slot machine
licensees to retain video surveillance for the collection of
slot cash storage boxes for a 7-day period. In 8§ 465.21
(relating to wire transfers), additional conditions have
been added for wire transfer reversals. Sections 465.31
and 465.32 (relating to gaming day; and signature) have
been added to the regulations. These provisions do not
impose new requirements. The substantive language of
these provisions was originally in definitions and has
been moved from the definitions to create new regulatory
sections.

Explanation of Chapter 466

This chapter addresses the requirements for slot com-
puter systems used by slot machine licensees. The
changes proposed in this chapter are editorial and are
intended to improve the clarity of the language contained
in the existing temporary regulations.

Explanation of Chapter 467

This chapter addresses the requirements slot machine
licensees shall meet prior to the beginning of slot opera-
tions. Included in this chapter are regulations that ad-
dress the gaming floor requirements, surveillance capa-
bilities, internal controls and audit protocols and other
preopening requirements that must be satisfied prior to a
slot machine licensee’s beginning of operations. The
changes proposed in this chapter are editorial and are
intended to improve the clarity of the language contained
in the existing temporary regulations.

Affected Parties

This proposed rulemaking imposes requirements on
applicants for, or holders of, slot machine licenses.

Fiscal Impact

Commonwealth. This proposed rulemaking will impose
costs on the Board to monitor the compliance of slot
machine licensees with the requirements in the regula-
tions.

Political subdivisions. This proposed rulemaking will
have no significant fiscal impact on political subdivisions
of the Commonwealth.

Private sector. Applicants for and holders of slot ma-
chine licenses will experience some costs to comply with
the accounting, auditing, personnel and reporting require-
ments.

General public. This proposed rulemaking will have no
fiscal impact on the general public.

Paperwork Requirements

This proposed rulemaking does not impose new report-
ing or paperwork requirements on the affected parties
under the Board'’s jurisdiction. This proposed rulemaking
clarifies the type of information that should be contained
in the reports that are currently required to be submitted
to the Board.

Effective Date

The proposed rulemaking will become effective upon
final-form publication in the Pennsylvania Bulletin.

Public Comments

Interested persons are invited to submit written com-
ments, suggestions or objections regarding the proposed
rulemaking within 30 days after the date of publication in
the Pennsylvania Bulletin to Paul Resch, Secretary, Penn-
sylvania Gaming Control Board, P. O. Box 69060, Harris-
burg, PA 17106-9060, Attention: Public Comment on
Regulation #125-49.

Contact Person

The contact persons for questions about this proposed
rulemaking are Richard Sandusky, Director of Regulatory
Review, (717) 214-8111, and Michelle Afragola, Deputy
Director of Regulatory Review, (610) 943-1338.

Regulatory Review

Under section 5(a) of the Regulatory Review Act (71
P. S. § 745.5(a)), on October 25, 2006, the Board submit-
ted a copy of this proposed rulemaking and a copy of a
Regulatory Analysis Form to the Independent Regulatory
Review Commission (IRRC) and to the Chairpersons of
the House Tourism and Recreational Development Com-
mittee and the Senate Committee on Rules and Executive
Nominations. A copy of this material is available to the
public upon request.

Under section 5(g) of the Regulatory Review Act, IRRC
may convey any comments, recommendations or objec-
tions to the proposed rulemaking within 30 days of the
close of the public comment period. The comments, recom-
mendations or objections must specify the regulatory
review criteria which have not been met. The Regulatory
Review Act specifies detailed procedures for review, prior
to final publication of the rulemaking, by the Board, the
General Assembly and the Governor of comments, recom-
mendations or objections raised.

THOMAS A. DECKER,
Chairperson

Fiscal Note: 125-49. (1) State Gaming Fund; (2)
Implementing Year 2006-07 is $1,439,000; (3) 1st Succeed-
ing Year 2007-08 is $1,511,000; 2nd Succeeding Year
2008-09 is $1,587,000; 3rd Succeeding Year 2009-10 is
$1,666,000; 4th Succeeding Year 2010-11 is $1,749,000;
5th Succeeding Year 2011-12 is $1,837,000; (4) 2005-06
Program—$23,000,000; 2004-05 Program—$13,200,000;
2003-04 Program—$2,900,000; (7) Board Budget; (8) rec-
ommends adoption.
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Annex A
TITLE 58. RECREATION
PART VII. GAMING CONTROL BOARD
Subpart E. SLOT MACHINES AND ASSOCIATED

EQUIPMENT
CHAPTER 465. ACCOUNTING AND INTERNAL
CONTROLS
Sec.
465.1. Accounting records.
465.2. Internal control systems and audit protocols.
465.3. Forms, records and documents.
465.4. Standard financial and statistical reports.
465.5. Annual audit; other reports; suspicious activity and currency
transaction reporting.
465.6. Retention, storage and destruction of books, records and docu-
ments.
465.7. Complimentary services or items.
465.8. Licensed facility.
465.9. Surveillance system; surveillance department control; surveil-

lance department restrictions.
465.10.  Surveillance system recording formats.
465.11.  Slot machine licensee’s organization.
465.12.  Access badges and temporary access credentials.
465.13.  Firearms; possession within a licensed facility.
465.14. Security department minimum staffing.
465.15.  Cashiers’ cage.
465.16.  Accounting controls for the cashiers’ cage.
465.17.  Bill validators and slot cash storage boxes.
465.18.  Transportation of slot cash storage boxes to and from bill
validators; storage.
465.19.  Acceptance of tips or gratuities from patrons.
465.20.  Personal check cashing.
465.21.  Wire transfers.
465.22.  Cash equivalents.
465.23.  Customer deposits.
465.24.  Count room characteristics.
465.25.  Counting and recording of slot cash storage boxes.
465.26.  Jackpot payouts.
465.27.  Annuity jackpots.
465.28.  Merchandise jackpots.
465.29.  Automated teller machines.
465.30.  Waiver of requirements.
465.31.  Gaming day.
465.32.  Signature.

§ 465.1. Accounting records.

(@) A slot machine licensee shall maintain complete,
accurate and legible records of all transactions pertaining
to the revenues and expenses of each licensed facility.

(b) General accounting records shall be maintained on
a double entry system of accounting with transactions
recorded on a basis consistent with generally accepted
accounting principles in the United States. Detailed,
supporting and subsidiary records sufficient to meet the
requirements of subsection (c) shall also be maintained in
accordance with this chapter.

(¢) The detailed, supporting and subsidiary records
include:

(1) Records pertaining to revenue that is taxable or
subject to taxation under the act.

(2) Records pertaining to the financial statements and
the transactions impacting the financial statements of the
slot machine licensee including contracts or agreements
with licensed manufacturers, suppliers, junket enter-
prises, certified and registered vendors, contractors, con-
sultants, management companies, attorneys and law
firms, accountants and accounting firms, insurance com-
panies, and financial institutions, including statements
and reconciliations related thereto.

(3) Records which identify the handle, payout, actual
win amounts and percentages, theoretical win amounts
and percentages, and differences between theoretical and

actual win amounts and percentages, for each slot ma-
chine on a week-to-date, month-to-date and year-to-date
basis.

(4) Records documenting the costs of complimentary
services and items as defined in § 439.1 (relating to
definitions).

(5) Records of loans and other amounts payable by the
slot machine licensee.

(6) Records of investments, advances, loan and receiv-
able balances due to the slot machine licensee.

(7) Records created in connection with the system of
internal controls submitted to the Board under § 465.2
(relating to internal control systems and audit protocols).

(8) Records of all returned checks.

§ 465.2. Internal control systems and audit proto-
cols.

(&) An applicant for, or holder of, a slot machine license
shall submit to the Board and the Department, in the
manner the Board requires, a narrative description of its
initial system of administrative and accounting proce-
dures, including its internal control systems and audit
protocols (collectively referred to as its “internal controls”)
at least 90 days before gaming operations are to com-
mence, unless otherwise directed by the Board. A written
system of internal controls must include:

(1) Records of direct and indirect ownership in the
proposed slot machine license, its affiliates, intermediar-
ies, subsidiaries or holding companies.

(2) Organization charts depicting appropriate segrega-
tion of functions and responsibilities.

(3) A description of the duties and responsibilities of
each licensed or permitted position shown on the organi-
zation charts and the respective lines of authority.

(4) A detailed narrative description of the administra-
tive and accounting procedures designed to satisfy the
requirements of this subpart.

(5) A record retention policy in accordance with § 465.6
(relating to retention, storage and destructions of books,
records and documents).

(6) Procedures to ensure that assets are safeguarded,
and counted in conformance with effective count proce-
dures.

(7) Other items the Board may request in writing.

~ (b) A submission must be accompanied by the follow-
ing:

(1) An attestation by the chief executive officer or other
competent person with a direct reporting relationship to
the chief executive officer attesting that the officer be-
lieves, in good faith, that the submitted internal controls
conform to the act and this subpart.

(2) An attestation by the chief financial officer or other
competent person with a direct reporting relationship to
the chief financial officer attesting that the officer be-
lieves, in good faith, that the submitted internal controls
are designed to provide reasonable assurance that the
financial reporting conforms to generally accepted ac-
counting principles in the United States and complies
with applicable laws and regulations, including the act
and this subpart.
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(¢) The initial submission must also be accompanied by
a report from an independent certified public accountant
or, when appropriate, independent registered public ac-
counting firm, licensed to practice in this Commonwealth.
The report should express an opinion as to the effective-
ness of the design of the submitted system of internal
controls over financial reporting and should further ex-
press an opinion as to whether the submitted system of
internal controls materially deviates from the require-
ments of applicable laws and regulations, including the
act and this subpart.

(d) A submission by a slot machine licensee or appli-
cant must include, at a minimum, the following:

(1) Administrative controls which include the proce-
dures and records that relate to the decision making
processes leading to management’s authorization of trans-
actions.

(2) Accounting controls which have as their primary
objectives the safeguarding of assets and revenues and
the reliability of financial records. The accounting con-
trols must be designed to provide reasonable assurance
that:

(i) Transactions or financial events which occur in the
operation of a slot machine are executed in accordance
with management’s general and specific authorization, as
approved by the Board.

(i) Transactions or financial events which occur in the
operation of a slot machine are recorded as necessary to
permit preparation of financial statements in conformity
with generally accepted accounting principles in the
United States, the act and this subpart.

(iiif) Transactions or financial events which occur in the
operation of a slot machine are recorded in a manner
which provides reliable records, accounts and reports,
including the recording of cash and evidences of indebted-
ness, for use in the preparation of reports to the Board
related to slot machines.

(iv) Transactions or financial events which occur in the
operation of a slot machine are recorded adequately to
permit proper and timely reporting and calculation of
gross terminal revenue, fees and taxes and to maintain
accountability for assets.

(v) Access to assets is permitted only in accordance
with management’s general and specific authorization, as
approved by the Board.

(vi) The recorded accountability for assets is compared
with existing physical assets at reasonable intervals and
appropriate action is taken with respect to any discrepan-
cies.

(3) Procedures and controls for ensuring, in accordance
with section 1323 of the act (relating to the central
control computer system), that each slot machine directly
provides and communicates the required activities and
financial details to the central control computer system as
set by the Board.

(4) Procedures and controls for ensuring that all func-
tions, duties and responsibilities are appropriately segre-
gated and performed in accordance with sound financial
practices by competent, qualified personnel.

(5) Procedures and controls for ensuring, through the
use of surveillance and security departments, that the
licensed facility is secure during normal operations and
during any emergencies due to malfunctioning equipment,
loss of power, natural disaster or other cause.

(e) The Board, in consultation with the Department,
will review each initial submission made under subsec-
tion (a) and determine whether it conforms to the act and
this subpart and provides adequate and effective controls
for the operation of slot machines at a licensed facility. A
slot machine licensee is prohibited from commencing
gaming operations until its system of internal controls is
approved by the Board.

(f) If a slot machine licensee intends to make a change
or amendment to its system of internal controls, it shall
submit to the Board and the Department in the manner
prescribed, a narrative description of a change or amend-
ment in its system of internal controls and the two
original signed certifications described in subsection (b).
The slot machine licensee may implement the change on
the 30th calendar day following the filing of a complete
submission.

(g) If during the 30-day review period in subsection (f),
the Bureau of Corporate Compliance and Internal Control
(BCCIC) preliminarily determines that a procedure in a
submission contains a substantial and material insuffi-
ciency likely to have a direct and materially adverse
impact on the integrity of slot operations or the control of
gross terminal revenue, that Bureau, by written notice to
the slot machine licensee, will:

(1) Specify the nature of the insufficiency and, when
possible, an acceptable alternative procedure.

(2) Direct that the 30 calendar day review period in
subsection (f) be tolled and that any internal controls at
issue not be implemented until approved by the Board.

(h) Examples of submissions that may be determined
to contain a substantial and material insufficiency likely
to have a direct and materially adverse impact on the
integrity of slot operations or the control of gross terminal
revenue may include the following:

(1) Submissions that fail to provide an audit trail
sufficient to permit the review of gaming operations or
the reconstruction of gross terminal revenue transactions.

(2) Submissions that fail to provide for the segregation
of incompatible functions so that no employee is in a
position both to commit an error or to perpetrate a fraud
and to conceal the error or fraud in the normal course of
the employees duties.

(3) Submissions that do not include forms or other
materials referenced in the submission or required by the
act or this part that are essential elements of the internal
controls.

(4) Submissions that would implement operations or
accounting procedures not authorized by the act or this
part.

(5) Submissions that are dependent upon the use of
equipment or related devices or software not approved by
the Board, unless the submissions are required as part of
an authorized test of the equipment or related device or
software.

(i) Notwithstanding anything contained in this part to
the contrary, and subject to the exception in subsection
(1), any change or amendment to submissions with regard
to organization charts required under subsection (a)(2)
and the descriptions of the duties and responsibilities of
each position shown on the organization charts pursuant
to subsection (a)(3) (collectively referred to as the “jobs
compendium”) may be implemented by the slot machine
licensee without the prior approval of the Board provided
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that the change or amendment shall be submitted to the
Board within 5 business days of the date of implementa-
tion, which filing includes:

(1) A detailed cover letter listing by department each
position title to which modification has been made.

(2) A brief summary of each change.

(3) Instructions regarding any changes in page num-
bers and the date of implementation.

(1) Notwithstanding any provision to the contrary, the
submission of changes or amendments to a jobs compen-
dium involving changes or amendments to license catego-
ries, job codes, job functions, reporting lines (including
new and deleted positions) or job titles in the information
technology, internal audit, security, slot accounting, slot
operations or surveillance departments must be accompa-
nied by the attestations required in subsection (b) and be
submitted to the Board by the end of the business day of
implementation.

(k) If in the course of its review of a change or
amendment to a jobs compendium the Bureau of Licens-
ing determines that the change or amendment contains a
substantial and material insufficiency likely to have a
direct and materially adverse impact on the integrity of
slot operations or the control of gross terminal revenue,
that Bureau, by written notice to the slot machine
licensee, will:

(1) Specify the nature of the insufficiency and, when
possible, an acceptable alternative procedure.

(2) Advise the slot machine licensee as to whether the
implementation of the change or amendment must be
suspended pending further evaluation by the Board.

() A current version of the internal controls of a slot
machine licensee shall be maintained in or made avail-
able in electronic form through secure computer access to
the accounting and surveillance departments of the slot
machine licensee and the Board'’s onsite facilities required
under § 465.8 (relating to licensed facility). The slot
machine licensee shall also maintain a copy, either in
paper or electronic form, of any superseded internal
control procedures, along with the two certifications re-
quired to be submitted with respect thereto, for a mini-
mum of 5 years. Each page of the internal controls must
indicate the date on which it was approved by the Board.

8§ 465.3. Forms, records and documents.

(@) Information required by this part to be placed on
any form, record or document and in stored data shall be
recorded on the form, record or document and in stored
data in ink or other permanent form.

(b) Whenever duplicate or triplicate copies are required
of a form, record or document, the original, duplicate and
triplicate copies must have the name of the recipient
receiving the copy preprinted on the bottom of that copy
so as to differentiate between the copies.

(¢) Whenever under this part, forms or serial humbers
are required to be accounted for and an exception is
noted, the exceptions shall be reported in writing to the
slot machine licensee's internal audit department and
Bureau within 2 days of identification of the exception or
upon its confirmation, whichever occurs earlier.

(d) Unless otherwise specified in this part, all forms,
records, documents and stored data required to be pre-
pared, maintained and controlled by this chapter must:

(1) Be in a form prescribed or authorized by the Board.

(2) Have the name of the licensed facility and the title
of the form, record, document and, for stored data, the
date imprinted or preprinted thereon.

(e) Nothing in this chapter shall be construed as
prohibiting a slot machine licensee from preparing more
copies of any form, record or document than those
prescribed by this chapter.

§ 465.4. Standard financial and statistical reports.

(@) A slot machine licensee shall, upon the request of
the Board, file monthly, quarterly and annual reports of
financial and statistical data.

(b) The Board may prescribe standard reporting forms
and corresponding filing instructions to be used by a slot
machine licensee in filing the monthly, quarterly and
annual reports referenced in subsection (a).

(c) In the event of a license termination, change in
business entity or material change in ownership, the
Board may require the filing of financial and statistical
reports as it deems necessary, as of the date of occurrence
of the event. The slot machine licensee will be notified in
writing by the Board.

(d) Adjustments resulting from the annual audit re-
quired in § 465.5 (relating to annual audit; other reports;
suspicious activity and currency transaction reporting)
shall be recorded in the accounting records of the year to
which the adjustment relates. If the adjustments were
not reflected in any annual report required hereunder
and the Board concludes that the adjustments are signifi-
cant, the Board may require the slot machine licensee to
file a revised annual report. The revised filing shall be
due within 30 calendar days after written notification to
the slot machine licensee, unless the slot machine licen-
see submits a written request for an extension prior to
the required filing date and the extension is granted by
the Board.

§ 465.5. Annual audit; other reports; suspicious ac-
tivity and currency transaction reporting.

(@) A slot machine licensee shall, at its own expense,
cause its annual financial statements to be audited in
accordance with generally accepted auditing standards
(when applicable, the Standards of the Public Company
Accounting Oversight Board (United States)) by an inde-
pendent certified public accountant or, when appropriate,
an independent registered public accounting firm, li-
censed to practice in this Commonwealth.

(b) The annual financial statements shall be prepared
on a comparative basis for the current and prior fiscal
year and present financial position and results of opera-
tions in conformity with generally accepted accounting
principles in the United States.

(c) The financial statements required by this section
must include a footnote reconciling and explaining any
differences between the financial statements included in
any annual report filed in conformity with § 465.4 (relat-
ing to standard financial and statistical reports) and the
audited financial statements. The footnote must, at a
minimum, disclose the effect of adjustments on:

(1) Revenue from the operation of slot machines.

(2) Slot machine revenue net of expenses for compli-
mentary services or items.

(3) Total costs and expenses.
(4) Income before extraordinary items.
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(5) Net income.

(d) Two copies of the audited financial statements,
together with any management letter or report prepared
thereon by the slot machine licensee’s independent certi-
fied public accountant or, when appropriate, independent
registered public accounting firm, shall be filed with the
Board not later than 60 days after the end of the
licensee’s fiscal year.

(e) The slot machine licensee shall require the indepen-
dent certified public accountant or, when appropriate,
independent registered public accounting firm auditing its
financial statements to render the following additional
reports:

(1) A report on material weaknesses or significant
deficiencies in the system of internal controls noted in the
course of the examination of the financial statements.

(2) A report expressing the opinion of the independent
certified public accountant or independent registered pub-
lic accounting firm as to the adequacy of the slot machine
licensee’s system of internal controls over financial re-
porting based upon the description of the system of
internal controls approved for the slot machine licensee
under § 465.2 (relating to internal control systems and
audit protocols). When appropriate, the report should
make specific recommendations regarding improvements
in the system of internal controls.

(f) The slot machine licensee shall prepare a written
response to the independent certified public accountant’s
or independent registered public accounting firm'’s reports
required by subsection (e)(1) and (2). The response must
indicate, in detail, any corrective actions taken. The slot
machine licensee shall submit a copy of the response to
the Bureau of Corporate Compliance and Internal Control
(BCCIC) within 90 days of receipt of the reports.

(g) The slot machine licensee shall file with the BCCIC
two copies of the reports required by subsection (e), and
two copies of any other reports on internal controls,
administrative controls, or other matters relative to the
slot machine licensee’s accounting or operating proce-
dures rendered by the licensee’s independent certified
public accountant or independent registered public ac-
counting firm within 120 days following the end of the
licensee’s fiscal year or upon receipt, whichever is earlier.

(h) If the slot machine licensee is publicly held, the slot
machine licensee shall submit to the BCCIC three copies
of any report, including forms S-1, 8-K, 10-Q, 10-K, proxy
or information statements and all registration state-
ments, required to be filed by the slot machine licensee
with the United States Securities and Exchange Commis-
sion or other domestic or foreign securities regulatory
agency. The filing with the Board shall be made within 10
days of the time of filing with the applicable Commission
or regulatory agency or the due date prescribed by the
applicable Commission or regulatory agency, which ever
occurs first.

() If an independent certified public accountant or
independent registered public accounting firm who was
previously engaged as the principal accountant to audit
the slot machine licensee’s financial statements resigns or
is dismissed as the slot machine licensee’s principal
accountant, or another independent certified public ac-
countant or independent registered public accounting firm
is engaged as principal accountant, the slot machine
licensee shall file a report with the BCCIC within 10 days
following the end of the month in which the event occurs,
setting forth the following:

(1) The date of the resignation, dismissal or engage-
ment, as appropriate.

(2) Whether in connection with the audits of the 2 most
recent years preceding a resignation, dismissal or engage-
ment there were any disagreements with the former
accountant on any matter of accounting principles or
practices, financial statement disclosure, or auditing
scope or procedure, including a description of each dis-
agreement. The disagreements to be reported include
those resolved and those not resolved.

(3) Whether the principal accountant's report on the
financial statements for either of the past 2 years con-
tained an adverse opinion or disclaimer of opinion or was
qualified. The nature of the adverse opinion, disclaimer of
opinion or qualification shall be described.

(J) The slot machine licensee shall request the former
accountant to furnish to the slot machine licensee a letter
addressed to the Board stating whether he agrees with
the statements made by the slot machine licensee in
response to subsection (i)(2). The letter shall be filed with
the Board as an exhibit to the report required by
subsection (i)(2).

(k) The slot machine licensee shall file with the Board
a copy of any Suspicious Activity Report-Casino (SARC) it
is required to file under 31 CFR 103.21 (relating to
reports by casinos of suspicious transactions). Each SARC
shall be filed with the Board concurrently with the
Federal filing in a manner to be prescribed by the Board.

() The slot machine licensee shall file with the Board a
copy of any Currency Transaction Report by Casino
(CTRC) it is required to file under 31 CFR 103.22
(relating to reports of transactions in currency). Each
CTRC shall be filed with the Board concurrently with the
federal filing in a manner to be prescribed by the Board.

(m) Prior to commencing gaming operations, a slot
machine licensee shall file with the Board, in a manner to
be prescribed by the Board, a copy of its compliance
program required under 31 CFR 103.64 (relating to
special rules for casinos). Thereafter, a slot machine
licensee shall file with the Board any amendment or
supplement to its compliance program on or before the
effective date of the amendment or supplement.

(n) A slot machine licensee, director, officer, employee
or agent who reports a suspicious activity under subsec-
tion (k) may not notify any person involved in the
suspicious activity that the suspicious activity has been
reported.

§ 465.6. Retention, storage and destruction of
books, records and documents.

(a) For the purposes of this section, “books, records and
documents” means any book, record or document pertain-
ing to, prepared in or generated by the operation of the
licensed facility including all forms, reports, accounting
records, ledgers, subsidiary records, computer generated
data, internal audit records, correspondence and person-
nel records required to be generated and maintained by
this part. This definition applies without regard to the
medium through which the record is generated or main-
tained, for example, paper, magnetic media or encoded
disk.

(b) Original books, records and documents pertaining
to the operation of a licensed facility must be:
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(1) Prepared and maintained in a complete, accurate
and legible form. Electronic data should be stored in a
format that ensures readability, regardless of whether the
technology or software that created or maintained it has
become obsolete.

(2) Retained on the site of the licensed facility or at
another secure location approved under subsection (d).

(3) Kept immediately available for inspection by agents
of the Board, the Department and the Pennsylvania State
Police during all hours of operation.

(4) Organized and indexed in a manner to provide
immediate accessibility to agents of the Board, the De-
partment and the Pennsylvania State Police.

(5) Destroyed only after expiration of the minimum
retention period specified in subsection (c), except that
the Board may, upon the written request of a slot
machine licensee and for good cause shown, permit the
destruction at an earlier date.

(c) Original books, records and documents shall be
retained by a slot machine licensee for a minimum of 5
years with the following exceptions:

(1) Documentation with regard to gaming vouchers
reported to the Board as possibly counterfeit, altered or
tampered with should be retained for a minimum of 2
years.

(2) Coupons entitling patrons to cash or slot machine
credits, whether unused, voided or redeemed shall be
retained for a minimum of 6 months.

(3) Voided gaming vouchers and gaming vouchers re-
deemed at a location other than a slot machine shall be
retained for a minimum of 6 months.

(4) Gaming vouchers redeemed at a slot machine shall
be retained for a minimum of 7 days.

(d) A slot machine licensee may request, in writing,
that the Board approve a location outside the licensed
facility to store original books, records and documents.
The request must include the following:

(1) A detailed description of the proposed offsite facility,
including security and fire safety systems.

(2) The procedures under which the Board, the Depart-
ment and the Pennsylvania State Police will be able to
gain access to the original books, records and documents
retained at the offsite facility.

(e) A slot machine licensee may request, in writing,
that the Board approve a microfilm, microfiche or other
suitable media system for the copying and storage of
original books, records and documents. The request must
include representations regarding:

(1) The processing, preservation and maintenance
methods which will be employed to insure that the books,
records and documents are available in a format which
makes them readily available for review and copying.

(2) The inspection and quality control methods which
will be employed to insure that microfilm, microfiche or
other media when displayed on a reader/viewer or repro-
duced on paper exhibits a high degree of legibility and
readability.

(3) The availability of a reader/printer for use by the
Board, the Department and the Pennsylvania State Police
at the licensed facility or other location approved by the
Board and the readiness with which the books, records or
documents being stored on microfilm, microfiche or other
media can be located, read and reproduced.

(4) The availability of a detailed index of the micro-
filmed, microfiched or other stored data maintained and
arranged in a manner to permit the immediate location of
any particular book, record or document.

(f) Nothing herein shall be construed as relieving a slot
machine licensee from meeting any obligation to prepare
or maintain any book, record or document required by
any other Federal, State or local governmental body,
authority or agency.

§ 465.7. Complimentary services or items.

(@) A slot machine licensee shall develop, maintain and
apply adequate internal controls over the authorization
and issuance of complimentary services or items as
defined in § 439.1 (relating to definitions). The slot
machine licensee shall maintain a written record of the
internal controls under this section and the specific
employees to whom they apply. Slot machine licensees are
not required to obtain Board approval of the internal
controls under this section.

(b) The internal controls must include the following:

(1) The procedures by which the slot machine licensee
delegates to its employees the authority to approve the
issuance of complimentary services or items.

(2) The procedures by which the slot machine licensee
establishes or modifies any conditions or limits, to del-
egated authority, including limits based on relationships
between the authorizer and recipient.

(3) The provisions employed to insure the effective
auditing of complimentary services or items.

(c) Complimentary services or items shall be recorded
as follows:

(1) A complimentary service or item provided directly
to a patron in the normal course of a slot machine
licensee’s business shall be recorded at an amount based
upon the full retail price normally charged for the service
or item by the licensee.

(2) A complimentary service or item not offered for sale
to a patron in the normal course of a slot machine
licensee’s business but provided directly by the slot
machine licensee shall be recorded at an amount based
upon the actual cost to the slot machine licensee of
providing the service or item.

(3) A complimentary service or item provided directly
or indirectly to a patron on behalf of a slot machine
licensee by a third party not affiliated with the slot
machine licensee shall be recorded at an amount based
upon the actual cost to the licensee of having the third
party provide the service or item.

(4) A complimentary service or item provided directly
or indirectly to a patron on behalf of a slot machine
licensee by a third party who is affiliated with the
licensee shall be recorded by the licensee in accordance
with this section as if the affiliated third party were the
licensee.

(d) If a slot machine licensee provides complimentary
cash and noncash gifts recorded at a value of $10,000 or
more to a person or the person’s guests within any 5-day
period, the slot machine licensee shall record the reason
why the gifts were provided and maintain the records
available for inspection by the Board and the Pennsylva-
nia State Police. When the reason complimentary cash
and noncash gifts were provided involves the person’s
player rating, that rating shall be based upon an evalua-
tion of the amount and frequency of play by the person as
recorded in the slot machine licensee’'s player rating
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system. For the purposes of this section, “guest” means
any person who receives complimentary services or items
as a result of his relationship with the person receiving
the primary complimentary services or items.

(e) A slot machine licensee shall submit to the Board a
report listing each person who, under subsection (d),
received $10,000 or more in complimentary cash and
noncash gifts within any 5-day period ending during the
preceding month. The report shall be filed by the last day
of the month following the month in which the compli-
mentary cash and noncash gifts were issued and include
the total amount of complimentary cash or noncash gifts
provided to each person broken down into categories for
food and beverage, hotel accommodations, travel and
other services.

§ 465.8. Licensed facility.

(&) A licensed facility must be equipped with a surveil-
lance system configured and approved in accordance with
88§ 465.9 and 465.10 (relating to the surveillance system;
surveillance department control; surveillance department
restrictions; and surveillance system recording formats).
Except as otherwise provided in subsection (d)(1), the
surveillance system shall be under the exclusive control of
the surveillance department.

(b) Restricted areas within the licensed facility shall be
designated and approved by the Board for the repair and
storage of slot machines. Any area approved and utilized
within the licensed facility for slot machine repair shall
be covered by the approved surveillance system.

(c) Emergency exits from the gaming floor must be
equipped with an audible alarm system, approved by the
Board that produces a loud, distinguishable warning
sound, discernable in the vicinity of the exit, whenever
the emergency door is opened. The alarm system shall be
designed to require deactivation and reset by means of a
key. The key is to be maintained by the security depart-
ment.

(d) Slot machine licensees shall, in accordance with
section 1207(13) of the act (relating to regulatory author-
ity of Board), provide for and maintain onsite facilities for
use by the Board, the Department and the Pennsylvania
State Police for the purpose of carrying out their respec-
tive responsibilities (collectively referred to as the “onsite
facilities”). The onsite facilities must be located in the
same building as, and be located reasonably proximate to,
the gaming floor and include suitable office space, equip-
ment, partitions and supplies to meet the continuing
needs of the Board, the Department and the Pennsylva-
nia State Police at the facility including the following:

(1) A surveillance system monitoring room, located
within the onsite facilities, with full camera control
capability for the reception of transmissions generated by
each camera approved for use as part of the slot machine
licensee’s surveillance system. Full camera control capa-
bility includes the ability to override the camera control
capability of the slot machine licensee’s surveillance
system.

(2) An area for the detention of individuals detained or
taken into custody by the Pennsylvania State Police. The
detention area must be located within the onsite facilities
and consist of a bench or other apparatus which is
permanently affixed to the wall to which the person in
custody can be handcuffed with as little discomfort to
that person as is reasonably possible under the circum-
stances.

(3) A fingerprinting and photographing facility for use
by the Pennsylvania State Police located in conformance
with and outfitted in compliance with specifications es-
tablished by the Pennsylvania State Police.

(4) Adequate computer, telephone and copying capabil-
ity to meet the Board's, the Department's and the
Pennsylvania State Police’s continuing data processing
and related needs.

(5) Direct telephone connections between the onsite
facilities and the slot machine licensee’s surveillance
monitoring room and its security department.

(6) Computer terminals facilitating read only access to
any computerized slot monitoring system or casino man-
agement system, or both, used by the slot machine
licensee in its gaming operations.

(e) Keys or alternative locking mechanisms securing
access to the onsite facilities shall be under the exclusive
custody and control of the Board, the Department or the
Pennsylvania State Police respectively.

(f) Slot machine licensees shall provide additional ac-
commodations within the licensed facility as shall be
requested by the Board, the Department or the Pennsyl-
vania State Police to accommodate periodic audit, compli-
ance or investigative reviews at the licensed facility.

(g) Slot machine licensees shall provide adequate park-
ing spaces reasonably proximate to the onsite facilities,
clearly marked for the Board, the Department or Pennsyl-
vania State Police use only.

(h) Slot machine licensees shall equip licensed facilities
with communication systems necessary to insure an
effective level of communication between the licensed
facility and the Board, the Department, the Pennsylvania
State Police, any applicable local law enforcement agency
emergency first responders.

§ 465.9. Surveillance system; surveillance depart-
ment control; surveillance department restric-
tions.

(@) The Bureau will review surveillance system specifi-
cations, inclusive of the camera configuration and
changes or modifications to the system specifications, to
determine whether the system provides the adequate and
effective surveillance of activities inside and outside the
licensed facility mandated by section 1207(11) of the act
(relating to regulatory authority of Board). A slot machine
licensee may not commence gaming operations until its
surveillance system is approved by the Board.

(b) A slot machine licensee shall at all times provide
the Board and the Pennsylvania State Police, upon
request, with timely access to its surveillance system and
its transmissions. Each member of its surveillance de-
partment shall comply with any request made by the
Board or the Pennsylvania State Police to:

(1) Use, as necessary, any surveillance monitoring room
in the licensed facility.

(2) Display on the monitors in the monitoring room any
event capable of being monitored by the surveillance
system.

(3) Make a video and, if applicable, audio recording of,
and take a still photograph of, any event capable of being
monitored by the surveillance system.

(i) The slot machine licensee shall preserve and store
each recording or photograph in accordance with the
directions of the Board or the Pennsylvania State Police.
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(ii) The Board and the Pennsylvania State Police shall
have unfettered access to each recording or photograph
and, at the request of the Board or Pennsylvania State
Police, access to a recording or photograph may be denied
to a particular employee or department of the slot
machine licensee.

(¢) The surveillance system required in this section
must include the following:

(1) Light sensitive cameras with lenses of sufficient
magnification to allow the operator to read information on
a slot machine reel strip and credit meter and equipped
with 360° pan, tilt and zoom capabilities, without camera
stops, to effectively and clandestinely monitor in detail
and from various vantage points, the following:

(i) The gaming conducted at the slot machines in the
licensed facility.

(i) The operations conducted at and in the cashiers’
cage and any satellite cage.

(iii) The operations conducted at automated bill
breaker, gaming voucher redemption, coupon redemption
and jackpot payout machines.

(iv) The count processes conducted in the count room.

(v) The movement of cash and slot cash storage boxes
within the licensed facility.

(vi) The entrances and exits to the licensed facility, the
gaming floor and the count room.

(vii) Other areas designated by the Board.

(2) Video recording equipment which, at a minimum,
must:

(i) Permit the preservation and viewing of a clear copy
of the transmission produced by any camera connected to
the surveillance system.

(i) Be capable of superimposing the time and date of
the transmission on each recording made by the video
recording equipment.

(iii) Enable the operator to identify and locate, through
the use of a meter, counter or other device or method, a
particular event which was recorded.

(3) Recording media which shall be replaced immedi-
ately upon the manifestation of any significant degrada-
tion in the quality of the images or sound, if applicable,
recorded thereon. If videotape is utilized, it shall be used
for no more than 1 year.

(4) Audio capability in the count room installed in a
manner that conforms to 18 Pa.C.S. 88 5701—5781 (re-
lating to Wiretapping and Electronic Surveillance Control
Act).

(5) One or more monitoring rooms in the licensed
facility which shall be staffed by employees of the slot
machine licensee’s surveillance department who shall at
all times monitor the activities enumerated in paragraph
(1) and elsewhere in the licensed facility as required by
the Board. Each monitoring room must be equipped with
or serviced by:

(i) A communication system capable of monitoring all of
the licensed facility’s security department activities.

(ii) Computer terminals which facilitate read only ac-
cess to any computerized slot monitoring system or casino
management system, or both, used by the slot machine
licensee in its gaming operation.

(iii) Connections to all casino alarm systems. The sys-
tems must provide a visible, audible or combination
signal. A robbery, fire or emergency alarm must be
perceptually distinguishable from nonemergency alarms
in a manner approved by the Board.

(iv) An updated photo library, consisting of photographs
that are no more than 4 years old, of the current
employees of the slot machine licensee. The photo library
shall be available to the Board and the State Police.

(v) Contain and have readily available current copies of
the following:

(A) An operational blueprint of the gaming floor and
the areas of the licensed facility subject to camera
coverage.

(B) Operating procedures addressing the evacuation of
the licensed facility in the event of fire or other emer-
gency.

(C) A contingency plan addressing a planned shutdown
of the surveillance system and the contingency plan
required by subsection (g) addressing any equipment
failure that affects the slot machine licensee’s monitoring
room together with an emergency contact listing with
telephone numbers for persons required to be notified of
those events.

(6) An emergency power system, tested at intervals not
to exceed 6 months, which can be used to operate the
surveillance system in the event of a power failure.

(7) A preventive maintenance program, implemented
by technicians assigned to the surveillance department,
which insures that the entire surveillance system is
maintained in proper working order and that the covers
over the cameras are cleaned in accordance with a
routine maintenance schedule.

(d) Areas subject to camera coverage under this section
must contain continuous lighting that is of sufficient
quality to produce clear video recordings and still picture
reproductions.

(e) A slot machine licensee’s surveillance system must
be required to continuously record, during the appropriate
times and in the manner indicated in this subsection,
transmissions from cameras used to observe the following
locations, persons, activities or transactions:

(1) Each transaction conducted at a cashiering location,
whether or not that cashiering location services patrons.
Coverage of the transaction must include, but not be
limited to, recording transmissions from cameras used to
observe the face of each person transacting business at
each cashiering location from the direction of the cashier.

(2) The main bank, vault, satellite cages and other
areas as required by the Board.

(3) The collection of slot cash storage boxes.
(4) The count procedures conducted in the count room.
(5) Any armored car collection or delivery.

(6) Automated bill breaker, gaming voucher redemp-
tion, coupon redemption and jackpot payout machines
whenever the machines are opened for replenishment or
other servicing.

(7) The entrances and exits to the licensed facility, the
gaming floor, the cashiers’ cage and the count room.

(f) Slot machine licensees shall maintain a surveillance
log of all surveillance activities in the monitoring room.
The log shall be maintained by monitoring room person-
nel in a book with bound numbered pages that cannot be
readily removed or shall be maintained in an electronic

PENNSYLVANIA BULLETIN, VOL. 36, NO. 48, DECEMBER 2, 2006



7276 PROPOSED RULEMAKING

format the Board approves. The log shall be stored and
retained in accordance with § 465.6 (relating to retention,
storage and destruction of books, records and documents).
The following information shall be recorded in a surveil-
lance log:

(1) The and time each surveillance event commenced.

(2) The name and Board issued credential number of
each person who initiates, performs or supervises the
surveillance.

(3) When suspicious activity, suspected or alleged regu-
latory violations or suspected or alleged criminal activity
is involved, the reason for the surveillance, including the
name, if known, alias or description of each individual
being monitored, and a brief description of the activity in
which the person being monitoring is engaged. This entry
should also include a notation of the reading on the
meter, counter or device specified in subsection (c)(2)(iii)
that identifies the point on the video recording at which
the event was recorded.

(4) The time at which each video recording is com-
menced and terminated, if different than when surveil-
lance commenced or terminated.

(5) The time each surveillance event terminated.
(6) A summary of the results of the surveillance.

(7) A complete description of the time, date and, if
known, the cause of any equipment or camera malfunc-
tions, and the time at which the security department was
apprised of the malfunction in accordance with the casino
licensee’s internal controls submitted under § 465.2(d)(5)
(relating to internal control systems and audit protocols).

(9) In accordance with § 465.2(d)(5), each slot machine
licensee shall have a contingency plan, to be utilized
whenever there is an equipment failure that affects the
slot machine licensee’s monitoring room or any other
aspect of its surveillance system or operations.

(h) The Bureau shall be notified immediately, in a
manner the Board, of any incident of equipment failure
as noted in subsection (f) including the time and cause of
the malfunction, if known, the time the slot machine
licensee’s security department was notified of the mal-
function and the nature of any communications with the
security department relating to the malfunction.

(i) The Bureau shall be notified, in a manner approved
by the Board, in advance of the following:

(1) Relocation of an approved camera.
(2) Change in an approved camera’s specifications.

(3) Change in lighting for areas required to be subject
to camera coverage.

(4) Addition or change to the surveillance system.

(j) Except for subsection (e)(3), the surveillance record-
ings required under subsection (e) shall be retained for a
minimum of 30 days. Other surveillance recordings shall
be retained for 7 days. The surveillance recordings shall
be made available for review upon request by the Board
or the Pennsylvania State Police.

(k) A recording determined by the Board or the Penn-
sylvania State Police as being of potential evidentiary
value shall be stored in accordance with Board or Penn-
sylvania State Police directives or turned over to the
Board or the Pennsylvania State Police upon request. At
the request and expense of the slot machine licensee, a

copy of any recording turned over to the Board or the
Pennsylvania State Police may be made available to the
slot machine licensee.

() A surveillance employee assigned to the monitoring
room shall work from the employee’s own monitoring
station.

(m) In accordance with § 465.2(a)(5), each slot machine
licensee shall be required to submit, for Board approval, a
minimum staffing submission with regard to its surveil-
lance monitor rooms. The minimum staffing submission
must consider the size and layout of the licensed facility
as well as the number of slot machines and must at all
times provide for adequate and effective surveillance of
activities inside and outside the licensed facility. A slot
machine licensee may not implement a change or amend-
ment in its surveillance monitor room minimum staffing
submission without prior Board approval of the change or
amendment.

(n) A slot machine licensee’'s surveillance department
employees shall be independent of all other departments.

(0) A present or former surveillance department em-
ployee may not accept employment as a key employee or
gaming employee with the same slot machine licensee for
whom he was previously employed as a surveillance
department employee unless 1 year has passed since the
former surveillance department employee worked in the
surveillance department. The present or former surveil-
lance department employee may file a written petition
requesting the Board to waive this restriction and permit
the employment of a present or former surveillance
department employee in a particular position. The Board
may grant or deny the waiver upon consideration of the
following factors:

(1) Whether the former surveillance department em-
ployee will be employed in a department or area of
operation that the surveillance department monitors.

(2) Whether the surveillance and security systems of
the slot machine licensee will be jeopardized or compro-
mised by the employment of the former surveillance
department employee in the particular position.

(3) Whether the former surveillance department em-
ployee’s knowledge of the procedures of the surveillance
department would facilitate the commission by any per-
son of irregularities or illegal acts or the concealment of
any actions or errors.

(p) Entrances to the surveillance monitoring rooms
may not be visible from the gaming floor. A person
entering the surveillance monitoring room who is not an
employee of the surveillance department assigned to the
monitoring room on the particular shift corresponding to
the time of entry must sign a monitoring room entry log
upon entering the monitoring room. The monitoring room
entry log shall be:

(1) Maintained in the monitoring room by monitoring
room personnel and retained in accordance with § 465.6
(relating to retention, storage and destruction of books,
records and documents).

(2) Maintained in a book with bound numbered pages
that cannot be readily removed or maintained in an
electronic format as the Board approves.

(3) Signed by each person entering the monitoring
room, with each entry containing the following:

(i) The date and time of entering the monitoring room.

(ii) The entering person’s name and his department or
affiliation.
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(iti) The reason for entering the monitoring room.

(iv) The name of the person authorizing the person’s
entry into the monitoring room.

(v) The date and time of exiting the monitoring room.

(4) Made available for inspection by the Board and
Pennsylvania State Police.

§ 465.10. Surveillance system recording formats.

(&) A slot machine licensee may utilize either an analog
or digital video recording format provided the format
selected incorporates current technology with regard to
secure system access, video cameras, monitors, recorders,
video printers, switches, selectors and other ancillary
equipment and provides for adequate and effective sur-
veillance of activities inside and outside the licensed
facility.

(b) Digital video recording systems utilized by a slot
machine licensee must be in compliance with the techni-
cal standards on digital video recording systems adopted
by the Board.

§ 465.11. Slot machine licensee’s organization.

(a) Slot machine licensees’ systems of internal controls
must, in accordance with section 1322 of the act (relating
to slot machine accounting controls and audits) and
8§ 465.2 (relating to internal control systems and audit
protocols), include organization charts depicting appropri-
ate segregation of functions and responsibilities and
descriptions of the duties and responsibilities for each
position shown on each organization chart. Slot machine
licensees shall be permitted, except as otherwise provided
in this section, to tailor organizational structures to meet
the needs or policies of a particular management philoso-
phy. The proposed organizational structure of each slot
machine licensee shall be approved by the Board in the
absence of a conflict between the organizational structure
and the following criteria. A slot machine licensee’s
organization charts must provide for:

(1) A system of personnel and chain of command which
permits management and supervisory personnel to be
held accountable for actions or omissions within their
areas of responsibility.

(2) The segregation of incompatible functions, duties
and responsibilities so that no employee is in a position
both to commit an error or to perpetrate a fraud and to
conceal the error or fraud in the normal course of the
employee’s duties.

(3) The performance of all functions, duties and respon-
sibilities in accordance with sound financial practices by
competent, qualified personnel.

(4) The areas of responsibility which are not so exten-
sive as to be impractical for one person to monitor.

(5) A chief executive officer. For the purposes of this
section, a “chief executive officer” means the person
located at the licensed facility who is ultimately respon-
sible for the daily conduct of the slot machine licensee’s
gaming business, including the direct or indirect supervi-
sor of the departments required by subsection (b), regard-
less of the form of business association of the slot
machine licensee or applicant or the particular title which
that person or any other person holds. The slot machine
licensee’s organization charts must designate which posi-
tions, in the absence of the chief executive officer, shall be
designated as having responsibility for the daily conduct
of the slot machine licensee’s gaming business.

(b) A slot machine licensee’s system of internal controls
must also include, at a minimum, the following depart-
ments and supervisory positions, each of which must be
categorized as mandatory and must cooperate with, yet
perform independently of, all other mandatory depart-
ments and supervisory positions of the slot machine
licensee. Notwithstanding the foregoing, a department or
supervisor of a slot machine licensee that is not required
or authorized by this section may operate under or in
conjunction with a mandatory department or supervisor
provided the organizational structure is consistent with
the standards contained within the act and subsection (a).
Mandatory departments and supervisory positions are:

(1) A surveillance department supervised by a person
located at the licensed facility who functions, for regula-
tory purposes, as the director of surveillance. The director
of surveillance shall be subject to the reporting require-
ments specified in subsection (c) and shall be licensed as
a key employee. The surveillance department shall be
responsible for the following:

(i) The clandestine surveillance of the operation of, and
gaming conducted at, slot machines.

(ii) The clandestine surveillance of the operation of
automated bill breaker, gaming voucher, coupon redemp-
tion and jackpot payout machines.

(iii) The clandestine surveillance of the operation of the
cashiers’ cage and any satellite cage.

(iv) The audio and video recording of activities in the
count room in conformance with 18 Pa.C.S. §§ 5701—
5781 (relating to Wiretapping and Electronic Surveillance
Control Act) and the video recording of movements of
cash and slot cash storage boxes.

(v) The detection of cheating, theft, embezzlement and
other illegal activities within the licensed facility.

(vi) The detection of the presence of any person who
may or is required to be excluded or ejected from the
licensed facility under section 1514 or 1515 of the act
(relating to regulation requiring exclusion of certain
persons; repeat offenders excludable from the gaming
floor and licensed gaming facilities) and Chapters 511 and
513 (relating to persons required to be excluded; underage
gaming), or is self excluded from the gaming floor and
gaming activities at all licensed facilities under section
1516 of the act (relating to list of persons self excluded
from gaming activities) and Chapter 503 (relating to self
exclusion).

(vii) The video recording of those locations, persons,
activities or transactions required under § 465.9(e) (relat-
ing to surveillance system; surveillance department con-
trol; surveillance department restrictions) and of any
illegal and unusual activities monitored by the surveil-
lance department.

(viii) The provision of immediate notice to appropriate
supervisors, the Bureau and the Pennsylvania State
Police upon detecting, and also upon commencing video
recording of, a person who is engaging in or attempting to
engage in, or who is reasonably suspected of cheating,
theft, embezzlement, a violation of this part or other
illegal activities, including a person who is required to be
excluded or ejected from the licensed facility under
section 1514 of the act, who may or is required to be
excluded or ejected from the licensed facility under
section 1514 or 1515 of the act and Chapter 511 or 513 or
is self excluded from the gaming floor and gaming
activities at all licensed facilities under section 1516 of
the act and Chapter 503.
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(ix) The clandestine surveillance of any slot computer
system or equipment designated for coverage by the
Board in conjunction with the approval of a slot machine
system, including a slot monitoring system, casino man-
agement system, wide area progressive system, gaming
voucher system and any communication equipment with
the central control computer.

(2) An internal audit department supervised by a
person located at the licensed facility who functions, for
regulatory purposes, as the director of internal audit. The
director of internal audit shall be subject to the reporting
requirements specified in subsection (c¢) and shall be
licensed as a key employee.

(3) An information technology department supervised
by a person located at the licensed facility who functions,
for regulatory purposes, as the information technology
director. The information technology director shall be
licensed as a key employee and be responsible for the
quality, reliability and accuracy of all slot computer
systems used by the slot machine licensee regardless of
whether data, software or systems are located within or
outside the licensed facility. The information technology
director shall further be responsible for the security and
physical integrity of, and the accountability and mainte-
nance of, the following:

(i) Access codes and other security controls used to
insure appropriately limited access to computer software
and the system wide reliability of data.

(ii) Computer tapes, disks or other electronic storage
media containing data relevant to the slot machine
licensee’s operations.

(iti) Computer hardware, communications equipment
and software used in the conduct of the slot machine
licensee’s operations.

(iv) The computerized slot monitoring system utilized
by the slot machine licensee. In specific, the information
technology director shall ensure that:

(A) Slot machines located on the gaming floor are
connected electronically to the slot machine licensee’s
computerized slot monitoring system and to the Common-
wealth's central control computer in accordance with
section 1323 (relating to central control computer system).

(B) The security features of the computerized slot
monitoring system prohibit, at a minimum, the deletion,
creation or modification of any data unless a permanent
record is created that sets forth:

(1) The original information.
(1) Modifications to the original information.

(111) The identity of the employee making the modifica-
tion.

(V1) The identity of each employee authorizing the
modification, if applicable.

(C) Computerized jackpot payout systems utilized by
the slot machine licensee are configured to require that
any modification of $100 or more to the original amount
recorded on a computerized jackpot payout or system
override is authorized by two slot accounting department
employees, one of whom is in a position of greater
authority than the individual preparing the jackpot
payout.

(D) Procedures and controls are in place that define
and limit interaction between both the slot operations
department and slot accounting department and the
computerized slot monitoring system including access to

system menus, the establishment of slot machine profile
parameters and the ability of each department to access,
delete, create or modify information contained in the slot
monitoring system.

(4) A slot operations department supervised by a per-
son located at the licensed facility who functions, for
regulatory purposes, as the director of slot operations.
The director of slot operations shall be licensed as a key
employee and be responsible for the operation of, and
conduct of gaming at, slot machines within the licensed.

(5) A security department supervised by a person lo-
cated at the licensed facility who functions, for regulatory
purposes, as the director of security. The security depart-
ment must be licensed as a key employee and be respon-
sible for the overall security of the licensed facility
including the following:

(i) The physical safety of natural persons.
(i) The physical safeguarding of assets.

(iii) The protection of the property of both the patron
and the slot machine licensee from illegal activity.

(iv) In collaboration with the human resources depart-
ment or its functional equivalent, the design, implementa-
tion and enforcement of a system for the issuance of
access badges.

(v) The design, implementation and enforcement of a
system for the issuance of temporary access credentials.

(vi) The recording of unusual incidents within the
licensed facility in which the security department is
involved. Each incident shall be recorded by security
department personnel in a book with bound numbered
pages that cannot be readily removed or be maintained in
an electronic format the Board approves. The log shall be
stored and retained in accordance with § 465.6 (relating
to retention, storage and destruction of books, records and
documents). The following information shall be recorded:

(1) The assignment number of the incident.
(2) The date and time.

(3) The nature of the incident.

(4) The persons involved in the incident.

(5) The security department employees assigned to
cover the incident.

(vii) The identification and removal of any person who
is required to be excluded or ejected from the licensed
facility under section 1514 of the act, who may be
excluded or ejected from the licensed facility under
section 1515 of the act or is self excluded from the gaming
floor and gaming activities at all licensed facilities under
section 1516 of the act.

(viii) The performance of the duties and responsibilities
required under the system of internal controls submitted
and approved under § 465.2.

(ix) Providing immediate notice to the Pennsylvania
State Police upon detecting the presence in the licensed
facility of a person possessing a firearm or handgun in
violation of § 465.13 (relating to firearms; possession
within a licensed facility).

(X) Providing immediate notice to appropriate supervi-
sors, the Bureau and the Pennsylvania State Police upon
detecting a person who is engaging in or attempting to
engage in, or who is reasonably suspected of cheating,
theft, embezzlement, a violation of this part or other
illegal activities, including any person who is required to
be excluded or ejected from the licensed facility who may
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or is required to be excluded or ejected from the licensed
facility under section 1514 or 1515 of the act and
Chapters 511 or 513 or is self excluded from the gaming
floor and gaming activities at all licensed facilities under
section 1516 of the act and Chapter 503.

(6) A slot accounting department supervised by a per-
son located at the licensed facility who functions, for
regulatory purposes, as the director of slot accounting.
The director of slot accounting shall be licensed as a key
employee and shall be responsible for all slot accounting
functions including the preparation and control of records
and data, the control of stored data, the control of unused
forms, the accounting for and comparison of operational
data and forms, and the control and supervision of the
cashiers’ cage, satellite cages and the count room. In
addition to the requirement that the director of slot
accounting be licensed as a key employee, the supervisor
of the cashiers’ cage shall, on all shifts, be licensed as a
key employee.

(c) The supervisors of the surveillance and internal
audit departments required by subsection (b) shall comply
with the following reporting requirements:

(1) Each supervisor shall report directly to the chief
executive officer of the slot machine licensee regarding
administrative matters and daily operations. However, a
slot machine licensee may allow each of these supervisors
to report directly to a management executive of the
licensee other than the chief executive officer if that
executive reports directly to the chief executive officer.

(2) Each supervisor shall report directly to one of the
following persons or entities regarding matters of policy,
purpose, responsibility and authority, which persons or
entities shall also control the hiring, termination and
salary of each supervisor:

(i) The independent audit committee of the slot ma-
chine licensee’s board of directors.

(ii) The independent audit committee of the board of
directors of any holding or intermediary company of the
slot machine licensee which has authority to direct the
operations of the slot machine licensee.

(iiif) The senior surveillance or internal audit executives
of any holding or intermediate company included in
subparagraph (ii) if the most senior executive in the
reporting line reports directly to the independent audit
committee of the board of directors of the holding or
intermediary company.

(iv) For slot machine licensees or holding companies
which are not corporate entities, the noncorporate equiva-
lent of any of the persons or entities listed in subpara-
graphs (i)—(iii).

(d) The slot machine licensee’'s personnel shall be
trained in all policies, procedures and internal controls
relevant to each employee’s individual function. Special
instructional programs shall be developed by the slot
machine licensee in addition to any on-the-job instruction
sufficient to enable all members of the departments
required by this section to be thoroughly conversant in,
and knowledgeable of, the required manner of perfor-
mance of all transactions relating to their functions.

(e) Notwithstanding other provisions to the contrary, a
slot machine licensee may, with the prior approval of the
Board, designate and assign more than one person to
serve jointly as the supervisor of a department required
by this section. Each person approved to serve as a joint
supervisor of a mandatory department shall be located at

the licensed facility and shall be individually and jointly
accountable and responsible for the operations of that
department.

(f) In the event of a vacancy in the chief executive
officer position or any mandatory department supervisory
position required by subsection (b), the following apply:

(1) The slot machine licensee shall notify the Board
within 5 days from the date of vacancy. The notice must
be in writing and indicate the following information:

(i) The vacant position.
(if) The date on which the position became vacant.

(iii) The date on which it is anticipated that the
vacancy will be filled on a permanent basis.

(2) The slot machine licensee shall designate a person
to assume the duties and responsibilities of the vacant
position within 30 days after the date of vacancy. The
person may assume the duties and responsibilities of the
vacant position on a temporary basis, provided that:

(i) The person does not also function as the department
supervisor for any other mandatory department required
by this section.

(i) The person’s areas of responsibility will not be so
extensive as to be impractical for one person to monitor.

(iii) The position shall be filled on a permanent basis
within 120 days of the original date of vacancy.

(3) Within 5 days of filling a vacancy under paragraph
(2), the slot machine licensee shall notify the Board
thereof. The notice must be in writing and indicate the
following:

(i) The position.
(ii) The name of the person designated.
(iii) The date that the vacancy was filled.

(iv) An indication of whether the position has been
filled on a temporary or permanent basis.

(g) The notices required in subsection (f) shall be
directed to the Bureau of Licensing.

§ 465.12. Access badges and temporary access cre-
dentials.

(@) For the purposes of this section, an access badge is
a form of identification issued by a slot machine licensee
and worn by a slot machine licensee employee, for
purposes of identifying the areas of the licensed facility
where the employee may obtain access in the course of
the performance of his normal duties.

(b) Slot machine licensees shall establish procedures, in
writing, for readily identifying each person permitted,
during the normal course of performing his duties, to
have access to one or more restricted areas within the
licensed facility.

(1) The procedures must include the requirement that
persons wear, in a visible location, an access badge.

(2) The procedures must also include a methodology for
updating the access badge procedures to reflect changes
and amendments in the slot machine licensee’s table of
organization and the positions approved with respect
thereto.

(3) The procedures must further include provisions
expressly addressing access by employees of licensed
manufacturers, licensed suppliers and registered and
certified vendors.
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(c) Slot machine licensees shall also establish proce-
dures, in writing, for readily identifying each person
permitted, under temporary or emergency circumstances,
to have access to one or more restricted areas within the
licensed facility.

(1) The procedures must include the requirement that
those persons wear, in a visible location, a temporary
access badge.

(2) The procedures must also include a methodology for
updating the temporary access badge procedures to reflect
changes and amendments in the slot machine licensee’s
table of organization and the positions approved with
respect thereto.

(3) The procedures must further include provisions
expressly addressing temporary or emergency access by
licensed manufacturers, licensed suppliers and registered
and certified vendors.

(d) The procedures required in subsection (b) are to be
designed, implemented and enforced by the security
department in collaboration with the human resources
department or its functional equivalent. The procedures
in subsection (c) are to be designed, implemented and
enforced by the security department. Procedures address-
ing both access badges and temporary access badges shall
be retained in the security department and be made
immediately available to the Board and the Pennsylvania
State Police upon request. The slot machine licensee shall
cooperate with the Board in making amendments to its
procedures to improve the effectiveness of its access
badge and temporary access badge systems.

§ 465.13. Firearms; possession within a licensed
facility.

(@) Individuals, including security department person-
nel, are prohibited from possessing any firearm or hand-
gun within a licensed facility without the express written
approval of the Board, in accordance with authorization
procedures as the Board determines. Notwithstanding the
general prohibition:

(1) Pennsylvania State Police assigned to its Gaming
Enforcement Office may possess a firearm or handgun
within the licensed facility.

(2) An on duty officer or agent of any local, State or
Federal law enforcement agency having primary jurisdic-
tion over the licensed facility may possess a firearm or
handgun in all areas of the licensed facility except the
gaming floor or restricted areas servicing the slot opera-
tions where that officer or agent is acting in his official
capacity. Officers or agents possessing firearms or hand-
guns within a licensed facility under this section shall
notify the Board and the Pennsylvania State Police
Gaming Enforcement Office of their presence in the
licensed facility. Notification shall be made immediately
upon entry into the licensed facility or prior to arrival at
the licensed facility, if feasible. Notification is not re-
quired if exigent circumstances exist.

(b) A slot machine licensee may not employ off duty
law enforcement officers to provide security related ser-
vices on the gaming floor, in restricted areas within the
licensed facility or in any manner in connection with the
conduct of slot machine operations.

(c) To obtain approval for the possession of a firearm or
handgun within a licensed facility, an individual shall be
required to demonstrate to the Board that the individual:

(1) Has received an adequate course of training in the
possession and use of the firearm or handgun.

(2) Is the holder of a valid license for the possession of
the firearm or handgun.

(3) Has a compelling need for the possession of the
firearm or handgun within the licensed facility.

(d) A slot machine licensee shall post in a conspicuous
location at each entrance to the licensed facility signs
that may be easily read stating: The possession of a
firearm or handgun by any person within this licensed
facility without the express written permission of the
Pennsylvania Gaming Control Board is prohibited.

§ 465.14. Security department minimum staffing.

In accordance with § 465.2(d)(5) (relating to internal
control systems and audit protocols), slot machine licens-
ees shall be required to submit, for Board approval, a
minimum staffing submission with regard to its security
department. The minimum staffing submission must con-
sider the size and layout of the licensed facility as well as
the number and configuration of slot machines on the
gaming floor and must at all times provide for adequate
and effective security of the gaming floor and any re-
stricted areas servicing the gaming operation. A slot
machine licensee may not implement a change or amend-
ment in its security department minimum staffing sub-
mission without Board approval of the change or amend-
ment.

§ 465.15. Cashiers’ cage.

(&) A licensed facility shall have on, immediately adja-
cent or reasonably proximate to the gaming floor, a
physical structure known as a cashiers’ cage to house the
cashiers and to serve as the central location in the
licensed facility for:

(1) The custody of the cage inventory comprised of cash
(currency or coin) and the forms, documents and records
normally associated with the operation of a slot cage.

(2) The initial financial consolidation of transactions
relating to slot machine activity.

(3) Other functions normally associated with the opera-
tion of a cashiers’ cage.

(b) The supervisor of the cashiers’ cage shall, regard-
less of shift, be licensed as a key employee.

(c) The cashiers’ cage must be designed and con-
structed to provide maximum security for the materials
housed therein and the activities performed therein. Its
design and construction must include:

(1) Manually triggered silent alarm systems located at
the cashiers’ window, vault and in any ancillary office
space adjacent or proximate thereto. The systems must be
connected directly to the monitoring room of the surveil-
lance department and to the security department.

(2) A double door entry and exit system that will not
permit a person to pass through the second door until the
first door is securely locked. In addition, the following
apply:

(i) The first door leading from the gaming floor of the
double door entry and exit system must be controlled by
the security department, the surveillance department or,
in the alternative, a Board-approved computerized access
system designed and administered to provide a function-
ally equivalent level of security.

(ii) The second door of the double door entry and exit
system must be controlled by the cashiers’ cage.

(iii) The double door entry and exit system must have
surveillance coverage which shall be monitored by the
surveillance department.
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(iv) An entrance to the cashiers’ cage that is not a
double door entry and exit system shall be an alarmed
emergency exit door only.

(3) Separate manual locks on each door of the double
door entry and exit system, the keys to which shall be
different from each other.

(d) A licensed facility may also have one or more
satellite cages separate and apart from the cashiers’ cage,
established to maximize security, efficient operations or
patron convenience. A satellite cage may perform any or
all of the functions of the cashiers’ cage and must be
equipped with an alarm system in compliance with
subsection (c)(1). The functions which are conducted in a
satellite cage shall be subject to the accounting controls
applicable to a cashiers’ cage set forth in this subpart.

(e) A slot machine licensee shall maintain, immediately
available to the Board and the Pennsylvania State Police,
a current list, with credential numbers, of all persons:

(1) Possessing the combination or keys to the locks
securing the double door entry and exit system restricting
access to the cashiers’' cage and any satellite cage and the
vault.

(2) Possessing the ability to activate or deactivate
alarm systems for the cashiers’ cage, any satellite cage
and vault.

§ 465.16. Accounting controls for the cashiers’ cage.

(a) The assets for which slot cashiers are responsible
shall be maintained on an imprest basis. At the end of
each shift, slot cashiers assigned to the outgoing shift
shall record on a cashiers’ count sheet the face value of
each cage inventory item counted and the total of the
opening and closing cage inventories and shall reconcile
the total closing inventory with the total opening inven-
tory. Each cashiers’ count sheet shall be signed by the
preparing cashier attesting to the accuracy of the infor-
mation thereon.

(b) At the opening of every shift, in addition to the
imprest funds normally maintained by slot cashiers, each
slot machine licensee shall have in the cashiers’ cage, a
reserve cash bankroll adequately funded to pay winning
patrons.

(c) The cashiers’ cage and any satellite cage shall be
physically segregated by personnel and function as fol-
lows:

(1) Slot cashiers shall operate with individual imprest
inventories of cash and their functions shall include the
following:

(i) The receipt of cash and cash equivalents from
patrons in exchange for cash under § 465.22 (relating to
cash equivalents).

(ii) The receipt of personal checks for gaming and
nongaming purposes from patrons in exchange for cash,
subject to any limitations on amount required by the
Board under § 465.20 (relating to personal check cash-
ing).

(iti) The receipt of cash, cash equivalents, checks issued
by the slot machine licensee, annuity jackpot checks, wire
transfers and cashless funds transfers from patrons to
establish a customer deposit under § 465.23 (relating to
customer deposits).

(iv) The receipt of customer deposit forms from patrons
in exchange for cash under 8§ 465.23.

(v) The preparation of jackpot payout slips in accord-
ance with this subpart and technical standards adopted
by the Board under § 465.26 (relating to jackpot
payouts).

(vi) The receipt of gaming vouchers from patrons, or
from authorized employees who received gaming vouchers
as gratuities, in exchange for cash.

(vii) Issuance, receipt and reconciliation of imprest
funds used by slot attendants, including an imprest
change/pouch payout fund.

(viii) The issuance of cash to automated bill breaker,
gaming voucher, coupon redemption and jackpot payout
machines in exchange for proper documentation.

(2) Main bank cashier functions shall include the fol-
lowing:

(i) The receipt of cash, cash equivalents, gaming vouch-
ers, jackpot payout slips and personal checks received for
gaming and nongaming purposes from slot cashiers in
exchange for cash.

(if) The receipt of cash from the count rooms.

(iii) The receipt of personal checks accepted for gaming
and nongaming purposes from slot cashiers for deposit.

(iv) The preparation of the overall cage reconciliation
and accounting records.

(v) The preparation of the daily bank deposit for cash,
cash equivalents and personal checks.

(vi) The issuance, receipt and reconciliation of imprest
funds used by slot attendants.

(vii) The receipt from slot cashiers of documentation
with signatures thereon, required to be prepared for the
effective segregation of functions in the cashiers’ cage.

(viii) The responsibility for the reserve cash bankroll.

(ix) The receipt of unsecured currency and unsecured
gaming vouchers and preparation of reports thereon.

(d) At the end of the gaming day a copy of the cashiers’
count sheets and related documentation shall be for-
warded to the accounting department for agreement of
opening and closing inventories, agreement of amounts
thereon to other forms, records, and documents required
by this subpart and recording of transactions.

§ 465.17. Bill validators and slot cash storage boxes.

(@) Slot machines must be equipped with a bill valida-
tor configured to accept any combination of currency,
gaming vouchers, coupons and other instruments as are
authorized by the Board for incrementing credits on a slot
machine.

(b) Access to the bill validator must be controlled by at
least one lock, the key to which shall be controlled by the
slot operations department.

(c) The bill validator in a slot machine must contain a
secure tamper resistant container known as a slot cash
storage box. All currency, gaming vouchers, coupons and
Board-approved instruments inserted into the bill valida-
tor shall be deposited into the slot cash storage box.

(d) The slot cash storage box must be secured to the
bill validator by two separate locks, the keys to which are
different from each other, one of which may be the lock to
the belly door or main door of the slot machine and a
second of which is the lock on the release mechanism on
the slot cash storage box. The keys shall be maintained
and controlled as follows:
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(1) The key to the belly door or main door of the slot
machine shall be maintained and controlled by the slot
operations department.

(2) The key to the lock securing the release mechanism
on the slot cash storage box shall be maintained and
controlled by the security department. The security de-
partment shall establish a sign-out and sign-in procedure
with regard to this key which includes documentation of
this transfer.

(e) A slot cash storage box must:

(1) Have at least one lock securing the contents of the
slot cash storage box, the key to which shall be main-
tained and controlled by the slot accounting department.

(2) Have a slot opening through which currency, gam-
ing vouchers and coupons can be inserted into the slot
cash storage box.

(3) Have a mechanical arrangement or device that
prohibits removal of currency, gaming vouchers and cou-
pons from the slot opening whenever the slot cash storage
box is removed from the bill validator.

(4) Be fully enclosed, except for openings that may be
required for the operation of the bill validator or the slot
cash storage box. However, the location and size of the
openings may not affect the security of the slot cash
storage box, its contents or the bill validator, and shall be
approved by the Board.

(5) Have an asset number that is permanently im-
printed, affixed or impressed on the outside of the slot
cash storage box which corresponds to the asset number
of the slot machine to which the bill validator has been
attached. In lieu of the asset number, a slot machine
licensee may develop and maintain, with prior Board
approval, a system for assigning a unique identification
number to its slot cash storage boxes. The system must
ensure that each slot cash storage box can readily be
identified, either manually or by computer, when in use
with, attached to, and removed from a particular bill
validator. Each unique identification number must be
permanently imprinted, affixed or impressed on the out-
side of each slot cash storage box that does not otherwise
bear an asset number. The asset number or unique
identification number must be conspicuous and clearly
visible to persons involved in removing or replacing the
slot cash storage box in the bill validator and through the
slot machine licensee’s surveillance system. Notwith-
standing the foregoing, emergency slot cash storage boxes
may be maintained without an asset number or a unique
identification number, provided the word “emergency” is
permanently imprinted, affixed or impressed thereon, and
when put into use, are temporarily marked with the asset
number of the slot machine to which the bill validator is
attached.

(6) Be designed and installed in a manner that renders
the slot machine inoperable in the event of the removal or
absence of the slot cash storage box.

§ 465.18. Transportation of slot cash storage boxes
to and from bill validators; storage.

(@) Slot machine licensees shall place on file with the
Board, in the manner prescribed by the Board, a schedule
setting forth the specific times at which slot cash storage
boxes will be brought to or removed from the bill
validators along with specifications as to what areas of
the gaming floor will be dropped on each pick-up day and
the specific transportation route to be utilized from the
gaming floor to the count room.

(b) Slot machine licensees shall maintain immediately
available to the Board and the Pennsylvania State Police,
a current list, with credential numbers, of all employees
participating in the transportation of slot cash storage
boxes. Any deviation from the schedule setting forth the
specific times at which slot cash storage boxes will be
brought to or removed from the bill validators, change in
the areas to be dropped or the transportation route to the
count room shall be noticed to the Board in advance in a
manner prescribed by the Board.

(c) Slot cash storage boxes removed from bill validators
shall be transported directly to, and secured in, the count
room or a trolley storage area located immediately adja-
cent thereto, configured and secured in a manner ap-
proved by the Board, by a minimum of three employees,
at least one of which is a member of the security
department and at least one of which is a member of the
slot accounting department.

(1) Upon its removal from a bill validator, a slot cash
storage box shall be placed immediately in an enclosed
trolley which is secured by two separately keyed locks.
The keys shall be maintained and controlled as follows:

(i) The key to one lock shall be maintained and con-
trolled by the slot accounting department.

(ii) The key to the second lock shall be maintained and
controlled by the security department. Access to the
security department’s key shall be controlled, at a mini-
mum, by a sign-out and sign-in procedure. The security
department key shall be returned to its secure location
immediately upon the completion of the collection and
transportation of the slot cash storage boxes.

(2) Prior to the movement of any trolley containing slot
cash storage boxes from the gaming floor into the count
room, the drop team supervisor shall verify that the
number of slot cash storage boxes being transported from
the gaming floor equals the number of slot cash storage
boxes scheduled to be collected that day.

(3) A slot cash storage box being replaced by an
emergency slot cash storage box shall be transported to,
and secured in, the count room by a minimum of three
employees, at least one of which is a member of the slot
accounting department and at least one of which is a
member of the security department.

(d) Slot cash storage boxes not contained in a bill
validator, including emergency slot cash storage boxes
that are not actively in use, shall be stored in the count
room or other secure area outside the count room ap-
proved by the Board, in an enclosed storage cabinet or
trolley and secured in the cabinet or trolley by a sepa-
rately keyed, double locking system. The keys shall be
maintained and controlled as follows:

(1) The key to one lock shall be maintained and
controlled by the slot accounting department.

(2) The key to the second lock shall be maintained and
controlled by a security department. Access to the secu-
rity department’s key shall be limited to a supervisor of
that department.

(e) Notwithstanding subsection (c), the security depart-
ment may, immediately prior to the commencement of the
count process, issue its key to the storage cabinet or
trolley to a count room supervisor for the purpose of
allowing count room personnel to gain access to the slot
cash storage boxes to be counted. A key transferred from
the custody of the security department to the count room
supervisor shall be returned immediately following the
conclusion of the count of the slot cash storage boxes and
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the return of the empty emergency drop boxes and slot
cash storage boxes to their respective storage cabinet or
trolley by the count room supervisor. The security depart-
ment shall establish a sign-out and sign-in procedure
which includes documentation of this transfer.

§ 465.19. Acceptance of tips or gratuities from pa-
trons.

Notwithstanding the requirements of § 461.8(n) (relat-
ing to gaming vouchers), a key employee or gaming
employee who serves in a supervisory position is prohib-
ited from soliciting or accepting, and no other gaming
employee may solicit, any tip or gratuity from any patron
of the slot machine licensee where he is employed. The
slot machine licensee may not permit any practices
prohibited by this section.

§ 465.20. Personal check cashing.

(a) Personal checks accepted by a slot machine licensee
under 8§ 501.8 (relating to prohibition on check cashing)
to enable a patron to take part in gaming must be:

(1) Drawn on a commercial bank, savings bank, saving
and loan association or credit union and payable on
demand.

(2) Drawn for a specific amount.
(3) Made payable to the slot machine licensee.
(4) Currently dated, but not postdated.

(b) Personal checks accepted under subsection (a) shall
be presented by the patron directly to a slot cashier who
shall:

(1) Restrictively endorse the check “for deposit only” to
the bank account designated by the slot machine licensee.

(2) Initial the check.
(3) Date and time stamp the check.

(4) Verify that the signature of the patron on the
personal check and the patron’'s physical appearance
agree with information recorded in a patron signature file
created and maintained by the slot machine licensee in
accordance with subsection (c) or with the signature and
photograph or physical description contained on a
government-issued identification presented by the patron.
The slot machine licensee shall retain adequate documen-
tation evidencing the signature verification performed in
connection with the acceptance of each personal check.

(5) For personal checks equaling or exceeding $500,
verify the validity of the check directly with the commer-
cial bank, savings bank, saving and loan association or
credit union upon which it is drawn or with a check
verification service registered or certified as a vendor
with the Board. The slot machine licensee shall retain
adequate documentation evidencing the check verification
performed in connection with the acceptance of each
personal check.

(6) Immediately exchange the personal check for cash
in an amount equal to the amount for which the check is
drawn, not to exceed $2,500 per patron per gaming day.

(c) To record a patron’s signature in a patron signature
file, a slot cashier shall require the person for whom the
file is to be created to present for examination the
following:

(1) If the identity of the patron is to be confirmed in
accordance with subsection (d)(1), one identification.

(2) If the identity of the patron is to be confirmed in
accordance with subsection (d)(2), two forms of identifica-
tion, at least one of which must contain a photograph or
general physical description of the patron.

(d) Before a slot machine licensee may use a signature
recorded in a patron signature file to verify the identity of
a patron or the validity of a signature on a document, the
slot machine licensee shall confirm the identity of the
patron by either:

(1) Comparing the signature on the identification pre-
sented by the patron under subsection (c)(1) with the
signature obtained from the patron and verifying the
address of the patron’s residence with a credit bureau,
commercial bank or, if neither of these sources has the
person’s address on file or will not provide the informa-
tion, with an alternative source, which does not include
any documentation presented by the patron at the cash-
iers’ cage.

(2) Comparing the signature on each of forms of the
identification presented by the patron under subsection
(c)(2) with the signature obtained from the patron and
comparing the photograph or general physical description
contained on at least one of the forms of identification
with the patron’s actual physical appearance.

(e) A patron signature file established and maintained
by a slot machine licensee under subsection (c) must
include, in addition to the patron’s signature, the follow-
ing:

(1) The patron’s name.

(2) The address of the patron’s residence.

(3) The types of identification examined under subsec-
tion (d) and an indication whether the identification
contained a photograph or physical description of the
patron.

(4) For the purposes of this section, a physical descrip-
tion of the patron which includes:

(i) Date of birth.

(ii) Approximate height.
(iii) Approximate weight.
(iv) Hair color.

(v) Eye color.

(5) The date and time that the patron signature file
was established.

(6) The procedure by which the identity of the patron
was confirmed under subsection (d), including:

(i) The source of confirmation, date and time if con-
firmed under subsection (d)(1).

(ii) The date and time of confirmation if confirmed
under subsection (d)(2).

(7) The signature of the slot cashier or cashiers’ cage
supervisor who examined the identification of the patron
and established the patron signature file, which signature
evidences that:

(i) The signature of the patron recorded in the patron
signature file is consistent with the signature on each
form of identification that was examined.

(ii) The physical description recorded in the patron
signature file is consistent with both the actual appear-
ance of the patron and any photograph or physical
description that may be contained on an identification
that was examined.
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(f) Prior to accepting personal checks, each slot ma-
chine licensee shall establish a comprehensive system of
internal controls applicable to the acceptance of personal
checks. The internal controls shall be submitted to and
approved by the Board under § 465.2 (relating to internal
control systems and audit protocols). The internal con-
trols submitted by the slot machine licensee must address
procedures for complying with this section including the
dollar limitation per gaming day contained in subsection
(b)(6).

§ 465.21. Wire transfers.

(&) A wire transfer accepted by a slot machine licensee
on behalf of a patron under § 501.8 (relating to prohibi-
tion on check cashing) to enable a patron to take part in
gaming shall be recorded in the slot machine licensee’s
cashiers’ cage accountability no later than the next
gaming day.

(b) Prior to commencing acceptance of wire transfers
for gaming purposes, a slot machine licensee shall estab-
lish a comprehensive system of internal controls address-
ing the acceptance, verification, accounting for and send-
ing of wire transfers. The internal controls shall be
submitted to and approved by the Board under § 465.2
(relating to internal control systems and audit protocols).

(¢) The internal control procedures developed and
implemented by the slot machine licensee under subsec-
tion (b) must include:

(1) A cashiers’ cage log to record the following informa-
tion with regard to wire transfers accepted:

(i) A sequential number assigned by the slot machine
licensee to the wire transfer transaction.

(i) The date and time of notification.

(iti) The name of the financial institution and account
number to which the funds were transferred.

(iv) The amount of funds transferred.

(v) The name of the patron for whose benefit the funds
were transferred.

(vi) The name and address of the financial institution
from which the funds were transferred and the account
number from which the funds were debited.

(vii) The method by which the slot machine licensee
was notified of the receipt of the wire transfer and, if
noticed by telephone, the name and title of the person
providing notice.

(viii) The signature of the cashiers’ cage employee
receiving and recording the information required by this
subsection.

(ix) When applicable, a notation that the wire transfer
has been reversed under subsection (d).

(2) A requirement that a cashiers’ cage supervisor
other than the cashiers’ cage employee who initially
documented receipt of the wire transfer verify receipt of
the wire transfer.

(3) A requirement that the cashiers’ cage supervisor
verifying receipt of the wire transfer document the verifi-
cation process performed in the log required under para-
graph(1) including:

(i) The method by which the receipt of the wire trans-
fer was verified and, if verified by telephone, the name
and title of the person providing the verification.

(if) The date and time of verification.

(iii) The signature of the cashiers’ cage supervisor
verifying receipt of the wire transfer.

(4) The procedures used to:

(i) Establish, verify and document the identity of the
patron.

(if) Make the wire transfer proceeds available to the
patron at the cashiers’ cage.

(iii) Adjust the cashiers’ cage accountability.

(5) A cashiers’ cage log to record the following informa-
tion with regard to wire transfers sent on behalf of a
patron:

(i) The name of the patron.
(i) The date of the transaction.
(iii) The amount of funds transferred.

(iv) The source of funds transferred (cash, cash equiva-
lent, jackpot payout).

(v) The name and address of the financial institution to
which the funds will be transferred and the account
number to which the funds will be credited.

(vi) The signature of the patron if the request to send a
wire transfer is made in person at the cashiers’ cage.

(vii) Documentation supporting the receipt of a request
by the slot machine licensee to send a wire transfer on
behalf of a patron if the request was not made in person
at the cashiers’ cage.

(viii) The signature of the cashiers’ cage employee
receiving and recording the information required by this
subsection.

(ix) The signature of the cashiers’ cage supervisor or
accounting department supervisor authorizing the wire
transfer.

(6) When sending a wire transfer on behalf of a patron,
the procedures used to:

(i) Verify and document the identity of the patron.
(i) Adjust the cashiers’ cage accountability.

(d) A slot machine licensee, on the next gaming day,
shall take all steps necessary to return to a patron by
wire transfer an amount initially accepted by wire trans-
fer if, at the expiration of 14 gaming days following the
deposit into its operating account of a wire transfer which
has no documented business purpose other than having
been accepted to enable a patron to take part in gaming
both of the following circumstances exist:

(1) The wired funds remain in a slot machine licensee’s
operating account or cashiers’ cage accountability.

(2) The patron has engaged in minimal or no slot play.

(e) The wire transfer returned under subsection (d)
shall be sent to the financial institution from which the
funds were debited. This reversal of the wire transfer
shall be recorded in the wire transfer log maintained
under subsection (c)(1).

§ 465.22. Cash equivalents.

(@) Prior to accepting cash equivalents for gaming
purposes as permitted under § 501.8 (relating to prohibi-
tion on check cashing), a slot machine licensee shall
establish a comprehensive system of internal controls
addressing the acceptance and verification of cash equiva-
lents. The internal controls shall be submitted to and
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approved by the Board under § 465.2 (relating to internal
control systems and audit protocols).

(b) The internal control procedures developed and
implemented by the slot machine licensee under subsec-
tion (a) must include:

(1) A requirement that cashiers’ cage employees per-
form the specific verification procedures required by the
issuer of each cash equivalent accepted. The slot machine
licensee shall retain adequate documentation evidencing
the verification of each cash equivalent.

(2) A requirement that cashiers’ cage employees exam-
ine each cash equivalent for counterfeiting, forgery or
alteration.

(3) When a slot machine licensee elects to incorporate
into its verification procedures a level of reliance on
previously accepted cash equivalents, the procedures
must articulate the general parameters governing the
reliance.

(4) Criteria for cashiers’' cage supervisor involvement in
the verification process.

(5) Procedures for verifying any patron signature on
the cash equivalent. Signature verification must be ac-
complished in accordance with the signature verification
procedures in § 465.20 (relating to personal checks). The
slot machine licensee shall retain adequate documenta-
tion evidencing each signature verification.

§ 465.23. Customer deposits.

(a) At the request of a patron, a slot machine licensee
may hold cash, funds accepted by means of wire transfer
in accordance with § 465.21 (relating to wire transfers) or
cash equivalents accepted in accordance with § 465.22
(relating to cash equivalents) for a patron’'s subsequent
use for gaming purposes. For the purposes of this section,
after complying with this chapter for acceptance and
verification, noncash items shall be considered converted
to cash and deposited as cash for credit to the patron in a
customer deposit account maintained in the cashiers’
cage.

(b) Prior to agreeing to hold a patron’s cash, funds
accepted by means of wire transfer in accordance with
§ 465.21 or cash equivalents accepted in accordance with
§ 465.22 for a patron’s subsequent use for gaming pur-
poses, each slot machine licensee shall establish a com-
prehensive system of internal controls addressing the
receipt and withdrawal of a customer deposit. The inter-
nal controls shall be submitted to and approved by the
Board under § 465.2 (relating to internal control systems
and audit protocols).

(¢) The internal control procedures developed and
implemented by the slot machine licensee under subsec-
tion (b) must include:

(1) A requirement that customer deposits be accepted
at the cashiers’ cage.

(2) A requirement that customer deposits be withdrawn
by the patron at the cashiers’ cage or upon receipt by the
slot machine licensee of a written request for withdrawal
whose validity has been established.

(3) A requirement that the patron receive a receipt for
any customer deposit accepted reflecting the total amount
deposited, the date of the deposit and the signature of the
cashiers’ cage employee accepting the customer deposit.

(4) Procedures for verifying the identity of the patron
at the time of withdrawal. Signature verification must be
accomplished in accordance with the signature verifica-

tion procedures under § 465.20 (relating to personal
checks). The slot machine licensee shall maintain ad-
equate documentation evidencing the patron identifica-
tion process and signature verification.

§ 465.24. Count room characteristics.

(@ A slot machine licensee shall have adjacent or
reasonably proximate to the cashiers’ cage a room, to be
known as a count room, specifically designated, designed
and used for counting the contents of slot cash storage
boxes.

(b) The count room shall be designed and constructed
to provide maximum security for the materials housed
therein and for the activities conducted therein. Each slot
machine licensee shall design and construct a count room
with the following security measures:

(1) A metal door installed on each entrance and exit
equipped with an alarm device which audibly signals the
surveillance department monitoring room and the secu-
rity department whenever a door to the count room is
opened at times other than those times for which the slot
machine licensee has provided prior notice under
§ 465.25 (relating to counting and recording of slot cash
storage boxes).

(2) Each entrance and exit door must be equipped with
two separate locks, the keys to which must be different
from each other and different from the lock securing the
contents of each slot cash storage box. The keys shall be
maintained and controlled as follows:

(i) The key to one of the locks shall be maintained and
controlled by the security department.

(if) The key to the other lock shall be maintained and
controlled by slot accounting.

(iii) Sign-out and sign-in procedures shall be estab-
lished for both keys.

(c) The following must be located within the count
room:

(1) A table constructed of clear glass or similar mate-
rial for the emptying, counting and recording of the
contents of slot cash storage boxes.

(2) Surveillance cameras capable of effective video
monitoring of:

(i) The entire count process.

(ii) The interior of the count room, including any
storage cabinets or trolleys used to store slot cash storage
boxes and any Board-approved trolley storage area lo-
cated adjacent to the count room.

§ 465.25. Counting and recording of slot cash stor-
age boxes.

(@) A slot machine licensee shall file with the Board, in
the manner prescribed by the Board, a schedule setting
forth the specific times during which the contents of slot
cash storage boxes are to be counted and recorded. Any
deviation from the schedule shall be noticed to the Board
in advance in a manner prescribed by the Board.

(b) Computerized equipment utilized to count and strap
currency, gaming vouchers and coupons must:

(1) Automatically provide two separate counts of the
funds at different stages of the count process and, if the
separate counts are not in agreement, document the
discrepancy.

(2) Be capable of determining the value of a gaming
voucher or coupon by independently examining informa-

PENNSYLVANIA BULLETIN, VOL. 36, NO. 48, DECEMBER 2, 2006



7286 PROPOSED RULEMAKING

tion printed on the gaming voucher or coupon. The
information is used by the counting equipment to either
calculate the value internally or obtain the value directly
from the gaming voucher system or coupon system in a
secure manner as approved by the Board. If the gaming
voucher system is utilized to obtain the value of a gaming
voucher or coupon, the gaming voucher system must
perform a calculation or integrity check to ensure that the
value has not been altered in the system in any manner
since the time of issuance.

(c) Persons accessing the count room when uncounted
funds are present shall wear clothing without any pockets
or other compartments with the exception of representa-
tives of the Board, the Department, the Pennsylvania
State Police, the security department and the internal
audit department.

(d) Persons present in the count room may not:

(1) Carry a handbag or other container unless it is
transparent.

(2) Remove their hands from or return them to a
position on or above the count table or counting equip-
ment unless the backs and palms of the hands are first
held straight out and exposed to the view of other
members of the count team and a surveillance camera.

(e) Immediately prior to the commencement of the
count, a count room employee shall notify the surveillance
department that the count is about to begin to facilitate
the recording, under 8§ 465.9(e) (relating to surveillance
system; surveillance department control; surveillance de-
partment restrictions), of the entire count process.

(f) Prior to commencing gaming operations, a slot
machine licensee shall establish a comprehensive system
of internal controls addressing the opening, counting and
recording of the contents of slot cash storage boxes. The
internal controls shall be submitted to and approved by
the Board under § 465.2 (relating to internal control
systems and audit protocols).

(g) The internal controls developed and implemented
by the slot machine licensee under subsection (f) must
include a description of all computer equipment used in
the counting and recording process and other systems, if
any, that communicate with that computer equipment for
purposes related to the counting of gross terminal rev-
enue.

(h) A gaming voucher or coupon deposited in a slot
cash storage box shall be counted and included in the
calculation of gross terminal revenue without regard to
the validity of the gaming voucher or coupon.

(i) A coupon which has not already been canceled upon
acceptance or during the count shall be canceled prior to
the conclusion of the count, in a manner approved by the
Board.

(J) Any variance between the value of cash gaming
vouchers and coupons in a slot cash storage box as
determined in the count room and the value for that
particular slot cash storage box recorded on corresponding
reports generated by the gaming voucher system or
coupon system shall be disclosed to the Board in a
detailed written report citing each variance, the reason
for the variance and the corrective action taken. This
variance report shall be filed by the slot machine licensee
with the Board within 72 hours of the count that is the
subject of the comparison and shall be filed in the
manner prescribed by the Board.

§ 465.26. Jackpot payouts.

(a) Prior to commencing gaming operations, a slot
machine licensee shall establish a comprehensive system
of internal controls addressing jackpot payouts that are
not paid directly from a slot machine. The internal
controls shall be submitted to and approved by the Board
under § 465.2 (relating to internal control systems and
audit protocols).

(b) The internal control procedures developed and
implemented by the slot machine licensee under subsec-
tion (a) must include:

(1) A request for jackpot payout document or, in the
alternative, an electronic entry into a slot computer
system generating jackpot payouts, by a slot attendant or
slot supervisor, evidencing the observation by the slot
attendant or slot supervisor of the winning combination of
characters on the slot machine and a determination as to
the appropriate amount of the jackpot payout based on
the observed winning combinations.

(2) A requirement that the preparer of the request for
jackpot payout document or, in the alternative, the em-
ployee performing the electronic entry into the slot com-
puter system, be a slot supervisor if the hand paid
jackpot is $10,000 or more.

(3) A requirement that the following information be on
the request for jackpot payout document or electronically
entered into the slot computer system and maintained in
stored data:

(i) The date and time of the jackpot.

(ii) The asset number of the slot machine on which the
jackpot was registered.

(iii) The winning combination of characters constituting
the jackpot or a code corresponding to the winning
combination of characters constituting the jackpot.

(iv) The amount of the jackpot payout.
(v) The method of payment requested by the patron.
(vi) The signature or identification code of the preparer.

(vii) The following additional signatures or identifica-
tion codes shall be required if the slot machine or the
progressive meter is reset prior to the patron being paid
or if payment is made directly to the patron by a slot
cashier:

(A) The signature or identification code of a security
department member or slot attendant other than the
preparer attesting to the winning combination of charac-
ters constituting the jackpot and the amount of the
jackpot payout.

(B) The signature or identification code of the slot shift
manager attesting to the winning combination of charac-
ters constituting the jackpot and the amount of the
jackpot payout when the jackpot amount is $25,000 or
more.

(4) A requirement that following preparation the re-
quest for jackpot payout document be immediately trans-
ported by the preparer, or the information made available
by the slot computer system, to the cashiers’ cage where
it will serve to authorize the preparation of a jackpot
payout document.
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(5) A requirement that if the winning patron will not
be paid before the slot machine or progressive meter is
reset, the preparer of the request for jackpot payout
document or the employee performing the electronic entry
required by paragraph (1) shall also prepare a two part
receipt document containing the following information:

(i) The date and time of the jackpot.

(if) The asset number of the slot machine on which the
jackpot was registered.

(iif) The winning combination of characters constituting
the jackpot or a code corresponding to the winning
combination of characters constituting the jackpot.

(iv) The amount of the jackpot payout.

(v) The signature of the winning patron on the original
form only.

(vi) The signature of the preparer attesting that the
information on the receipt document is correct and agrees
with the information on the request for jackpot payout
document or in stored data.

(6) A requirement that the receipt document be distrib-
uted as follows:

(i) The original shall be immediately delivered to the
slot cashier by the preparer, security department member
or verifying slot attendant along with the request for
jackpot payout document if manually generated in accord-
ance with paragraph (1).

(i) The duplicate shall be immediately presented to the
winning patron who shall be required to present the
duplicate receipt document before being paid the jackpot
in accordance with the procedures in this section.

(7) A requirement that the following information be on
any jackpot payout document generated by the slot
computer system:

(i) The asset number of the slot machine on which the
jackpot was registered.

(if) The winning combination of characters constituting
the jackpot or a code corresponding to the winning
combination of characters constituting the jackpot.

(itli) The date on which the jackpot occurred.

(iv) The amount that is to be paid from cashiers’ cage
funds. However, this amount may, in the slot machine
licensee’s discretion, be rounded up to the nearest whole
dollar.

(v) The date, time and method of payment.
(vi) The signature or identification code of the preparer.

(8) A requirement that the data in paragraph (7)(i)—
(vi) not be susceptible to change or removal by any
personnel after preparation of a jackpot payout document.

(9) A requirement that whenever the winning patron is
paid directly by the slot cashier, the following procedures
shall be followed:

(i) A jackpot payout document be generated by the slot
computer system in accordance with paragraph (7).

(if) If a one-part request for jackpot payout document is
involved and a security department member or verifying
slot attendant other than the preparer has not signed the
one-part request for jackpot payout document, the slot
cashier shall summon a security department member or
slot attendant other than the preparer of the request for
jackpot payout document and provide that employee with
the request for jackpot payout document. The security
department member or verifying slot attendant shall

proceed to the slot machine identified on the request for
jackpot payout document and sign the request for jackpot
payout document attesting that the winning combination
of characters on the slot machine and the amount to be
paid match those which appear on the request for jackpot
payout document. If the jackpot amount is $25,000 or
more, a slot shift manager shall also sign the request for
jackpot payout document attesting that the winning
combination of characters on the slot machine and the
amount to be paid match those which appear on the
request for jackpot payout document. The request for
jackpot payout document shall then be immediately re-
turned to the slot cashier.

(iii) After the slot cashier determines that the required
signatures verifying the winning combination of charac-
ters on the slot machine and the amount to be paid have
been placed on the one-part request for jackpot payout
document, if the amount being paid is less than $10,000,
the slot cashier shall pay the winning patron in the
presence of the preparer of the request for jackpot payout
document. If the amount being paid is $10,000 or more
but less than $25,000, the slot cashier shall pay the
winning patron in the presence of the slot attendant
supervisor who prepared the request for jackpot payout
document. If the amount being paid by the cashier is
$25,000 or more, the slot cashier shall pay the winning
patron in the presence of the slot attendant supervisor
and slot shift manager who prepared the request for
jackpot payout document in accordance with this subsec-
tion. Personnel required by this subsection to witness the
payment shall sign the duplicate jackpot payout docu-
ment attesting to the accuracy of the information on the
duplicate jackpot payout document and the disbursement
of the payment to the patron.

(iv) If a receipt document under paragraph (5) was
issued, the duplicate receipt document shall be signed by
the patron in the presence of the slot cashier. The slot
cashier shall compare the signature on the duplicate
receipt document to that on the original receipt document
and make the payment only if the signatures are in
agreement.

(v) When the required signatures are obtained and
payment has been made, the slot cashier shall give the
duplicate jackpot payout document to a security depart-
ment member or slot attendant who shall expeditiously
deposit it into a locked accounting box.

(vi) The slot cashier shall attach the request for jackpot
payout document, if applicable, the original and duplicate
receipt document, if applicable, to the original copy of the
jackpot payout document. The documents shall be for-
warded by the end of the gaming day to the main bank
for reimbursement.

(10) A requirement that whenever a winning patron is
paid by a slot attendant or slot attendant supervisor, the
following procedures shall be followed:

(i) A jackpot payout document be generated by the slot
computer system in accordance with paragraph (7).

(ii) The slot cashier shall disburse the cash or slot
licensee check to a slot attendant or slot attendant
supervisor if the amount of the jackpot is less than
$10,000 and to a slot attendant supervisor if the amount
of the jackpot is $10,000 or more. The employee receiving
the payment shall verify the amount received and sign
the original and duplicate of the jackpot payout document
attesting to the accuracy of the information on the jackpot
payout document and the receipt of the payment from the
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slot cashier. The slot cashier shall retain the original
jackpot payout document and the duplicate jackpot
payout document shall be transported with the payment
to the slot machine.

(iii) If a one-part request for jackpot payout document
is involved and a security department member or verify-
ing slot attendant other than the preparer has not signed
the one-part request for jackpot payout document, the slot
attendant or slot attendant supervisor shall provide the
duplicate jackpot payout document to the security depart-
ment member or verifying slot attendant other than the
preparer at the slot machine who shall verify that the
winning combination of characters on the slot machine
and the amount to be paid match those which appear on
the duplicate jackpot payout document. If the jackpot
amount is $25,000 or more, and the slot shift manager
has not signed the request document, the slot shift
manager shall similarly verify that the winning combina-
tion of characters on the slot machine and the amount to
be paid match those which appear on the duplicate
jackpot payout document.

(iv) When the verifications required by subparagraph
(iii) have been completed, if the payment is less than
$10,000, the slot attendant or slot attendant supervisor
shall pay the winning patron in the presence of the
security department member or second slot attendant
who verified the winning combination of characters on the
slot machine and the amount to be paid. If the payment
is $10,000 or more, but less than $25,000, the payment
shall be made by a slot attendant supervisor in the
presence of the security department member or verifying
slot attendant who verified the winning combination of
characters on the slot machine and the amount to be
paid. If the payment is $25,000 or more, the payment
shall be made by a slot attendant supervisor in the
presence of the security department member or verifying
slot attendant and the slot shift manager who verified the
winning combination of characters on the slot machine
and the amount to be paid. Once the patron has been
paid, the personnel required by subparagraph (iii) to
witness the payment shall sign the duplicate jackpot
payout document attesting that the winning combination
of characters on the slot machine and the amount to be
paid match those which appear on the duplicate jackpot
payout document and the disbursement of the payment to
the winning patron.

(v) If a receipt document under paragraph (5) was
issued, the slot cashier must give the slot attendant or
slot attendant supervisor the original receipt document
along with the duplicate jackpot payout document to be
transported with the payment. The patron shall be
required to sign the duplicate receipt document in the
presence of the slot attendant or slot attendant supervi-
sor. The slot attendant or supervisor shall compare the
signature on the duplicate receipt document to that on
the original receipt document and make the payment only
if the signatures are in agreement.

(vi) When payment has been made and the required
signatures obtained, the security department member or
slot attendant shall expeditiously deposit the duplicate
jackpot payout document into a locked accounting box.

(vii) The slot attendant or slot attendant supervisor
shall immediately return the original and duplicate re-
ceipt document, if applicable, to the cashiers’ cage.

(viii) The slot cashier shall attach the request for
jackpot payout document, if applicable, the original and
duplicate receipt document, if applicable, to the original

copy of the jackpot payout document. The documents
shall be forwarded by the end of the gaming day to the
main bank for reimbursement.

(11) A requirement that the slot machine licensee’s
accounting department perform, at the conclusion of each
gaming day, effective income control audit procedures
over the issuance of jackpot payouts including adequate
comparisons to gaming voucher system data.

(12) Details with regard to processing of system over-
rides or adjustments.

(c) Nothing in this section precludes the use of a slot
computer system, approved by the Board, that electroni-
cally records the information required on a request for
jackpot payout document or facilitates through the slot
computer system the verifications and comparisons as to
winning combination of characters on the slot machine or
amount to be paid required under this section.

(d) Nothing in this section precludes a slot machine
licensee from implementing procedures by which a slot
attendant, in the presence of a member of the security
department, utilizes an imprest inventory of funds se-
cured in a pouch or wallet to pay a jackpot of less than
$1,200 that is not totally and automatically paid directly
from a slot machine.

(e) Prior to the payment of a jackpot payout under
subsection (d), each slot machine licensee shall establish
a comprehensive system of internal controls addressing
this method of jackpot payout, the replenishment of the
imprest pouch and the attendant reconciliation process.
The internal controls shall be submitted to and approved
by the Board under § 465.2 (relating to internal control
systems and audit protocols).

§ 465.27. Annuity jackpots.

(@) A slot machine licensee offering an annuity jackpot
payable over 10 years or more may offer a winning patron
the option to be paid in a single cash payout, in lieu of
the annuity jackpot, in an amount that is equal to the
present value of the face amount of the jackpot payout as
calculated in subsection (b).

(b) A slot machine licensee may offer a cash payment
option. The present value of the cash payout option on an
annuity shall be determined by applying a discount rate
to each of the future annuity jackpot payments, taking
into consideration the number of years until each jackpot
payment would otherwise have been received and adding
to that amount the amount of the first cash payment that
would otherwise have been received. For the purposes of
this subsection, the discount rate must equal the United
States Treasury constant maturity rate for 20 year
United States government securities for the week ending
prior to the date of the jackpot, as identified in the
applicable H.15 Statistical Release issued by the Federal
Reserve Board plus 0.5%.

(c) A slot machine licensee may not offer an annuity
jackpot payout unless:

(1) The terms and conditions of the annuity jackpot,
including the effect on the calculation of the theoretical
payout percentage, comply with the act, this subpart and
technical standards on jackpot payouts approved by the
Board.

(2) The Board has approved the specific offer of the
annuity jackpot.

(d) A cash payout made in connection with an annuity
jackpot shall be made in accordance with § 465.26 (relat-
ing to jackpot payouts).
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(e) Prior to the payment of an annuity jackpot, each
slot machine licensee shall establish a comprehensive
system of internal controls addressing the payment of an
annuity jackpot. The internal controls shall be submitted
to and approved by the Board under § 465.2 (relating to
internal control systems and audit protocols).

(1) The internal control procedures developed and
implemented by the slot machine licensee must include:

(i) Procedures to be followed by a winning patron to
exercise a cash payout option.

(i) Procedures with regard to the administration of the
trust agreement established to insure the future cash
payments due under the annuity jackpot award.

(iif) A requirement that the trustee for the trust fund
established by the trust agreement be a slot machine
licensee or, for a wide area progressive system offering an
annuity jackpot, the slot system operator for that wide
area progressive system.

(2) A slot machine licensee may not offer an annuity
jackpot until its supporting trust agreement and the
internal controls required under this section have been
approved in writing by the Board.

§ 465.28. Merchandise jackpots.

(&) A slot machine licensee may not offer a merchan-
dise jackpot payout unless:

(1) The terms and conditions of the merchandise jack-
pot, including the effect on the calculation of the theoreti-
cal payout percentage, comply with the act, this subpart
and technical standards on jackpot payouts approved by
the Board.

(2) The Board has approved the specific offer of the
merchandise jackpot.

(b) A cash payout made in connection with a merchan-
dise jackpot shall be made in accordance with § 465.26
(relating to jackpot payouts).

(c) Prior to the payment of a merchandise jackpot, each
slot machine licensee shall establish a comprehensive
system of internal controls addressing the payment of a
merchandise jackpot. The internal controls shall be sub-
mitted to and approved by the Board under § 465.2
(relating to internal control systems and audit protocols).

§ 465.29. Automated teller machines.

Automated teller machines may be placed at any
location within the licensed facility.

§ 465.30. Waiver of requirements.

The Board may waive one or more of the requirements
of this chapter or technical standards applicable to ac-
counting and internal controls adopted by the Board upon
a determination that the nonconforming control or proce-
dure nonetheless meets the operationally integrity re-
quirements of the act, this subpart and technical stan-
dards adopted by the Board.

§ 465.31. Gaming day.

(&) The beginning and ending times of the gaming day
will be determined by the Board and will be uniform for
all slot machine licensees for the purposes of determining
gross terminal revenue.

(b) Prior to commencing gaming operations, each slot
machine licensee shall submit to the Board, in writing, its
hours of operation, which times correspond to the portion
of its gaming day it will be open to the public for the
purpose of gaming activities. A slot machine licensee may

not commence gaming operations until its hours of opera-
tion are approved by the Board.

(¢) Any change in a slot machine licensee’'s hours of
operation shall be noticed to the Board in advance of the
change in writing or in an electronic format as approved
by the Board.

§ 465.32. Signature.

An employee signature may be in either of the following
formats:

(1) The employee’s first initial, last name and Board
license number, written by the employee, immediately
adjacent to or above the clearly printed or preprinted title
of the employee.

(2) The employee’s unique identification number or
other computer identification code issued to the employee
by the slot machine licensee, if the document to be signed
is authorized by the Board to be generated by a slot
computer system and the method of signature is approved
or required by the Board.

CHAPTER 466. SLOT COMPUTER SYSTEMS

Sec.
466.1. Slot computer systems generally.

§ 466.1. Slot computer systems generally.

(@) All aspects of a slot machine licensee's slot com-
puter system shall be located within the licensed facility
in accordance with technical standards adopted by the
Board.

(b) For the purposes of this section, a slot computer
system includes all aspects of a computer system which
the act, this subpart or technical standards adopted by
the Board either require or permit to be utilized by a slot
machine licensee in the conduct of, or monitoring of, slot
machine operations including hardware, software and
network interfaces used in connection with the operation
of a slot monitoring system, casino management system,
player tracking system, external bonusing system, cash-
less funds transfer system and gaming voucher system. A
slot computer system will not be construed to include the
following:

(1) A slot machine or bill validator.
(2) A wide area progressive slot system.

(3) Other computer systems or applications that the
Board determines are not slot computer systems.

(c) The Board may waive one or more of the require-
ments of this section or technical standards applicable to
slot computer systems adopted by the Board upon a
determination that the nonconforming system protocols
nonetheless meet the integrity requirements of the act,
this subpart and technical standards adopted by the
Board.

CHAPTER 467. COMMENCEMENT OF SLOT
OPERATIONS

Sec.
467.1. Gaming floor plan.
467.2. Commencement of slot operations generally.

§ 467.1. Gaming floor plan.

(@) An applicant for, or holder of a slot machine license,
shall submit to the Board, in a manner the Board
requires, a floor plan of its gaming floor and the re-
stricted areas servicing the slot operation. A floor plan
must be:

(1) Drawn to 1/8 inch scale, unless another scale is
approved by the Board.
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(2) Certified by an architect licensed to practice in this
Commonwealth and depict the following:

(i) The gaming floor with notations as to:
(A) Proposed total square footage.
(B) The perimeter of the gaming floor.

(C) A clearly delineated route for underage persons to
transverse the gaming floor.

(i) Each slot machine area on the gaming floor and
each slot machine location within each slot machine area.
Slot machine locations shall be identified by number in
accordance with 8 463.3 (relating to slot machine loca-
tion).

(iti) The number of slot machines on the gaming floor
in compliance with section 1210 of the act (relating to
number of slot machines), in total and by slot area.

(iv) Each slot seat on the gaming floor in compliance
with § 461.7(t) (relating to slot machine minimum design
standards).

(v) Each surveillance camera installed in compliance
with § 465.10(a) (relating to surveillance system; surveil-
lance department control, surveillance department re-
strictions), noting its type and camera number.

(vi) The cashiers’ cage and any satellite cashiers’ cage,
inclusive of each cashiers’ cage window and window
number, ancillary offices and areas.

(vii) Each count room and any trolley storage area.

(viii) Each automated bill breaker, gaming voucher
redemption, coupon redemption and jackpot payout ma-
chine.

(ix) Each automated teller machine.

(X) Each area designated for the storage or repair of
slot machines.

(xi) Vault and armored car bay locations.
(xii) Additional documentation requested by the Board.

(b) A slot machine licensee may not commence slot
operations until the floor plan depicting its gaming floor
and all restricted areas servicing the slot operation has
been approved in writing by the Board. The approval by
the Board will expressly authorize the maximum square
footage of gaming floor and maximum number of slot
machines which may be operated by the slot machine
licensee.

(c) A slot machine licensee may not change or revise
the square footage of its gaming floor or the number of
slot machines on the floor plan approved under subsection
(b) without prior written approval of the Board.

§ 467.2. Commencement of slot operations gener-
ally.

(@) Prior to the commencement of slot operations at a
licensed facility, a slot machine licensee shall demonstrate
that:

(1) The licensed facility, including the gaming floor and
restricted areas servicing the slot operation, complies in
all respects with the act, this subpart and technical
standards adopted by the Board.

(2) Slot machines and associated equipment installed
in the licensed facility and utilized in the conduct of slot
machine operations have been tested and approved by the
Board in compliance with the act, this subpart and
technical standards adopted by the Board.

(3) The gaming floor plan required under § 467.1(a)
(relating to gaming floor plan) has been approved by the
Board in compliance with the act, this subpart and
technical standards adopted by the Board.

(4) The slot machine licensee’s proposed site plan and
internal control systems and audit protocols have been
approved by the Board in compliance with the act, this
subpart and technical standards adopted by the Board.

(5) The slot machine licensee is prepared to implement
necessary management controls, surveillance and security
precautions to insure the efficient conduct of slot opera-
tions.

(6) The slot machine licensee’s employees are licensed
or permitted by the Board and trained in the performance
of their responsibilities.

(7) The slot machine licensee has complied with condi-
tions prerequisite to commencement of slot operations
contained in the Statement of Conditions executed under
§ 423.3 (relating to license issuance and statement of
conditions).

(8) The licensed facility is prepared in all respects to
receive the public.

(9) The slot machine licensee has successfully com-
pleted a test period in accordance with the terms and
conditions required by the Board.

(b) Upon a slot machine licensee’s successful demon-
stration of the criteria in subsection (a), the Board may
authorize the date and time at which the slot machine
licensee may commence slot operations at the licensed
facility and will fix the maximum square footage of
gaming floor and maximum number of slot machines
which may be operated by the slot machine licensee
pursuant to that authorization.
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