STATE OF MICHIGAN

MICHIGAN GAMING CONTROL BOARD

PUBLIC MEETING

Cadillac Place

3062 W. Grand Blvd., Suite L-700

Detroit, Michigan

Tuesday, December 13, 2011
9:30 a.m.

MINUTES

On Tuesday, December 13, 2011, the Michigan Gaming Control Board held a public meeting at the Board office in the Cadillac Place, 3062 W. Grand Boulevard, Suite L-700, Detroit, Michigan.

Present:
In attendance were the following Board members:



Ms. Barbara Rom, Chairperson



Judge Benjamin Friedman



Mr. Michael Watza



Mr. Robert Anthony


Also attending were:



Richard Kalm



Mary Kapp


Melinda Leonard


Diane Brown
Business:


Ms. Rom called the staff briefing of the public meeting to order at 9:35 a.m.  There was no preliminary business to discuss.  

Ms. Rom stated the first order of business was to approve the minutes from the November 9, 2011, regular public meeting.  Ms. Rom noted all Board members had previously received the minutes and asked if there were any questions or concerns.  

It was then moved by Mr. Anthony and seconded by Judge Friedman that the minutes of the November 9, 2011, meeting be approved.  A voice vote was taken.

Motion carried.

Mr. Kalm reported since the last Board meeting Kathryn Pittman resigned her position in the Records section and Cheryl Starks was promoted to a Regulation Officer in the Enforcement section.  Mr. Kalm stated there were several new employees hired as Regulation Officers; Brian Troester, Gary Paolella, Chuck Pappas, and Kenneth Bean.  There are currently 105 employees working and 15 vacant positions.
In regard to the Board’s budget, Mr. Kalm reported as of November 30, 2011, total expenditures were $2,182,476.11, which left an unexpended balance of $24,127,323.89 in appropriated funding for fiscal year 2012; this included the Horse Racing Budget which was transferred to Gaming and funds for anticipated expenditures to the Attorney General’s Office and the Michigan State Police.  
Mr. Kalm next reported revenue for November 2011.  For the month of November 2011, the aggregate revenue for all three Detroit casinos was up 3.3 percent compared to the same month last year.  However, revenue was down by .4 percent compared to October 2011.  Revenue for MGM Grand Detroit (MGM), MotorCity, and Greektown was up by 2.7 percent to $49 million, 1.5 percent to $37 million, and 7 percent to $20.4 million, respectively, compared to the same month in 2010. The market shares for MGM, MotorCity, and Greektown for the month of November 2011 were 42 percent, 33 percent, and 25 percent, respectively.
For the month of November 2011, gaming taxes for the three Detroit casinos were $9.3 million compared to $9.0 million for the same period last year.  
For the three months ending November 30, 2011, aggregate revenue for all three casinos was up by 3.0 percent compared to the same three month period last year.  Revenue for MGM, Motorcity, and Greektown for the three months ending November 2011 was $145.9 million, $113.7 million and $84.8 million, respectively.  Revenue for the three months ending November 2011 for MGM and MotorCity was up by 3.5 percent, 4.1 percent, and .7 percent respectively compared to the same three month period last year.   Gaming taxes for the three months ending November 2011 were $27.9 million compared to $26.2 million for the same period last year.
In regard to supplier licensing and vendor registration, Mr. Kalm advised the Board as of November 30, 2011; 1,192 active vendor exemptions were registered and 367 casino supplier companies have been granted exemptions from supplier licensing requirements.  As of November 30, 2011, there were a total of 12 active temporary non-gaming licenses and five active temporary gaming licenses in effect.  In addition, there were 114 annual supplier licenses granted to date and in effect.
In regard to employee licensing, Mr. Kalm advised the Board as of November 30, 2011, the Board’s Employee Licensing Section issued a total of 2,205 occupational licenses to MGM employees; 1,837 occupational licenses to MotorCity employees; and 1,671 occupational licenses to Greektown employees.  In addition, for the month of November 2011 1,377 employees of various licensed casino suppliers have been granted occupational licenses.  Mr. Kalm went on to state the number of temporary licenses for casino and supplier employees is currently 15.  
Mr. Kalm advised the Board for the month of November the required background investigations for 41 pending Level 1 and 2 licenses had been completed and would be considered for approval by the Board at this meeting and pursuant to Board Resolution No. 2002-02.  He previously approved 126 renewal requests and 23 Level 3 requests on behalf of the Board.  

Mr. Kalm reported on MSP Board related activity.  Since the November 2011 meeting D/Sgt. William Terry joined the MSP Gaming Section.  Five D/Spl. positions and two D/Sgt. positions remain vacant.   Significant MSP activity included the investigation of 53 original complaints and 17 arrests.  Mr. Kalm also noted an additional arrest was made from a warrant authorized from a previous incident by MSP.  There were 18 total arrest counts (charges).  Mr. Kalm stated nine of the complaints investigated and eight of the arrests were made of disassociated persons.
The next item on the agenda was a presentation of Board Resolution 2011-01 acknowledging the contributions and accomplishments of Barbara Rom.  Ms. Rom was a member of the Board since 2004 and became Chairperson in 2009.  Ms. Rom’s appointment expired on December 31, 2011, and she chose not to renew her term.  Mr. Kalm presented the framed Resolution to Ms. Rom.
Melinda Leonard also presented Ms. Rom with a plaque which was signed by Attorney General Bill Schuette recognizing Ms. Rom’s many years of dedicated service to the Board.

Next, the Board considered for approval the recommendations of the Executive Director and the Licensing Division’s staff regarding the 28 Level 1 and 2 occupational license applications.  
It was moved by Judge Friedman and seconded by Mr. Watza that the Board enter an order accepting and adopting the recommendations of the Executive Director and the Licensing Division’s staff for the pending 41 Level 1 and 2 occupational license applications.  A voice vote was taken.
Motion carried.

Next, the Board considered the Executive Director’s Report and Licensing Division’s staff recommendation regarding the pending supplier license application of U.S. Foodservice, Inc.
Mr. Eric Egan and Mr. James Pyle were present to answer any questions Board members may have had.  Mr. Anthony mentioned the alleged activities that took place at U.S. Foods several years ago and asked if these activities took place prior to the current ownership.  Mr. Pyle answered affirmatively.

There being no other questions from Board members, it was moved by Mr. Anthony and seconded by Mr. Watza that the Board enter an order finding and concluding U.S. Foodservice, Inc. and its qualifiers are eligible and suitable for licensure under the licensing standards and requirements of the Act and Rules of the Board, and accordingly, grant its supplier license application.   A voice vote was taken.
Motion carried.

Ms. Rom stated the next item on the agenda was the pending supplier license renewals of Allied-Eagle Supply Company, LLC, Basement Beats, LLC, China Town Market, Inc. d/b/a Dai Lai Grocery, Data Financial, Inc., Konami Gaming, Inc., Midwest Game Supply Company, MIG East, LLC, and Motor City Electric.
Mr. Anthony asked for a representative from Motor City Electric to come forward and asked if he understood correctly that Motor City Electric has recent refocus on its conflict of interest policy.  Mr. Waddell stated that was correct and Mr. Anthony asked him to explain how it is being implemented and practiced.  Mr. Waddell explained when new employees are hired, the human resources manager reviews the policies with the employee and they go through a process of education during training sessions. The employee then signs an affirmation stating they reviewed the policies.  Mr. Anthony wanted to know if there is any time subsequent to then when the employees have to reaffirm.  Mr. Waddell stated they do that when the policies are updated but otherwise this is not done.  Mr. Anthony suggested they might want to consider doing so.
There being no other questions from Board members, it was moved by Judge Friedman and seconded by Mr. Watza that the Board enter orders finding and concluding Allied-Eagle Supply Company, LLC, Basement Beats, LLC, China Town Market, Inc. d/b/a Dai Lai Grocery, Data Financial, Inc., Konami Gaming, Inc., Midwest Game Supply Company, MIG East, LLC, and Motor City Electric, and their qualifiers are eligible and suitable for licensure under the licensing standards and requirements of the Act and Rules of the Board, and accordingly, grant these requests for a one-year period beginning December 13, 2011.  A voice vote was taken.
Motion carried.

Ms. Rom stated the next item on the agenda was the approval of the proposed Acknowledgement of Violation of supplier licensee Cummins-Allison Corporation. 
Jason Geissler, Assistant Attorney General, explained Cummins-Allison’s incident arose out of an incident at Greektown Casino where the casino required service on some of the machinery located within the count room.  Cummins sent out two employees, one of which was licensed by the Board and had a current license.  The other individual, Mr. Pacic, was licensed at one time by the Board but his license had lapsed six months prior.  He had his credentials on his person when he walked into the casino but that particular licensed had lapsed.   Both individuals went through the security checkpoints at Greektown Casino and were allowed to gain access to the count room.  One of the Board’s Regulation Officers had conducted a check on them and discovered what had happened with Mr. Pacic’s license.  At that time the Regulation Officer went to the count room and insured Mr. Pacic was removed.  The violation was for having unlicensed persons in a restricted area of the casino.
Mr. Geissler has spoken with counsel for Cummins-Allison and learned they have taken some remedial steps.  Prior to this incident it was the policy of Cummins-Allison for the employees to be responsible for maintaining their own licensing and to insure they were kept current.  Since this incident they have being reviewed by a branch office manager, as well as going to the corporate office for their compliance department to check on a monthly basis thereby insuring all licenses are current.  Cummins-Allison immediately made an application to the Board to have Mr. Pacic’s license renewed, and it was granted.  Mr. Pacic was re-licensed within two weeks.

There being no questions by the Board, it was then moved by Mr. Watza and seconded by Mr. Anthony that the Board accept the proposed Acknowledgement of Violation as agreed to by the Michigan Gaming Control Board and issue an order adopting, accepting, and incorporating the Acknowledgement of Violation as the Board’s final decision.   A voice vote was taken.
Motion carried.

The next item on the agenda was the approval of the proposed Acknowledgement of Violation of casino licensee MGM Grand Detroit.  Assistant Attorney Jason Geissler explained the violation was regarding MGM’s violation of the Gaming Control Act Rules involving disassociated persons.  MGM was running a promotion called the Play It Up iPod promotion.  One of the Regulation Officers had been doing a search to see if any individuals receiving information regarding this promotion were on the DPL.  The officer found there were three individuals in particular on the DPL who received a direct mailing-- two received direct mail and one received an e-mail.  In past practice of MGM there was no check to see if any of the individuals had been placed on the DPL.  Since this incident, they now check before any mailings go out to insure there is nobody on the mailing lists that should not be.  They also added a step where in addition to the surveillance department, that was the sole entity receiving the DPL sent from the Board, their marketing department will receive the list.  Cindy Bliss, the Compliance Director from MGM, also addressed the Board.  Ms. Bliss explained this was a timing issue between when the list went to production and when the individuals were placed on the list.  
Mr. Watza expressed concern over the $50,000 fine being excessive.  Mr. Geissler explained $25,000 of this amount is being held in abeyance.

There being no other questions it was then moved by Mr. Anthony and seconded by Mr. Watza the Board accept the proposed Acknowledgement of Violation as agreed to by the Michigan Gaming Control Board and issue an order adopting, accepting, and incorporating the Acknowledgement of Violation as the Board’s final decision.   A voice vote was taken.

Motion carried.

The next agenda item was the request for approval of the CCM Detroit Entertainment debt transaction and related supplier licensing exemptions.  Mr. Anthony stated it was his understanding the Board was going to be giving authority to the Executive Director to approve the transaction under certain conditions once the transaction is consummated.  Ms. Leonard from the Assistant Attorney General’s office explained the proposed order contemplating a delegation to the Executive Director, concerns only changes to the documents themselves.  If before closing, or even after closing, there needs to be changes to the documents, then MotorCity would not have to come back to the full Board for those changes to the documents to be approved unless the changes fall under certain categories which are outlined in the Board Order.  The approval at this meeting is for the debt transaction as a whole.

Mr. Solomon and Mr. Dall from MotorCity Casino addressed the Board.  Mr. Dall explained they are looking for approval to refinance their $269.4 million in unsecured notes with new unsecured notes for an amount not to exceed $275 million.  The difference being they would roll some of the fees into the transaction.  MotorCity is asking to have the flexibility to go up to an 11 percent rate if necessary.
Ms. Rom asked Peter Weipert from Grant Thornton to summarize his conclusions about the transaction.  Mr. Weipert stated this is basically a refinancing, other than the change in the interest rate.  Ms. Leonard also reiterated the approval the casino has requested is only for a period of 120 days.  After 120 days, the casino would need to come back before the Board to show there were changes in their debt structure which needed to be addressed or changes in their revenues, etc.  Mr. Kalm also emphasized the Board continually audits all three casinos.
There being no other questions from Board members, it was moved by Judge Friedman and seconded by Mr. Watza that the Board enter an order finding and concluding approving the debt transaction and related supplier exemptions for Detroit Entertainment, LLC and CCM Merger, Inc.   A voice vote was taken.
Motion carried.

Next, Ms. Rom asked if there were any members of the public who wished to address the Board.  Mr. Frank Cusmano addressed the Board and in conclusion stated, “I leave it to the discretion of the members of the Board how to proceed in order to give the public adequate notice about exactly who or what is prohibited by the Act”.  There being no other members of the public who wished to address the Board, Ms. Rom then stated the Board needed to consider a motion to go into closed session immediately following public comment for the purpose of receiving legal advice and counsel from the Board’s attorney regarding pending Board litigation and receiving confidential notification regarding the names of the individuals placed on the Board’s Disassociated Persons List since the Board’s last public meeting on November 9, 2011, as required by the Act.  
Ms. Rom also stated the Board’s next regular public meeting was scheduled for February 14, 2012, at 9:30 a.m.
Therefore, it was moved by Mr. Watza and seconded by Judge Friedman the Board consider a motion to go into closed session immediately following the first portion of the public meeting for the purpose of discussing pending Board litigation with the Board's attorney, discussing background investigations, and receiving confidential notification of persons placed on the Board's Disassociated Persons list since the Board's public meeting on November 9, 2011.  A roll call vote was taken.


Ms. Rom
Aye


Judge Friedman
Aye

Mr. Watza
Aye


Mr. Anthony
Aye

Motion carried.

After the closed session the public meeting was reconvened and there being no other business, Ms. Rom adjourned the meeting at 10:25 a.m.

____________________________

Diane Brown, Board Secretary
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