PROPOSED AMENDMENTS TO REGULATION 5

PURPOSE: In accordance with NRS 463.145, 463.150, 463.673, 463.677,
and 463.750 and in conjunction with creating a comprehensive and
unified framework for the registration of independent agents,
independent hosts, manufacturers and distributors of associated
equipment, and service providers in regulation 4, to amend regulations
5.240 and 5.345 regarding the registration of service providers and
independent hosts, including without limitation: 1) making necessary
deletions and changes to conform with the creation of a new section in
regulation 4, which will contain the requirements regarding the
registration of service providers and independent hosts; 2) creating
registration requirements for those persons having significant control
over the operations of a service provider; 3) to clarify that an independent
host, once registered, may act on behalf of one or more licensees or club
venue operators; and to take such additional action as may be necessary
and proper to effectuate these stated purposes.
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5.240 Service Providers.

1. Findings. The Commission hereby finds that service providers are
secure and reliable, that service providers do not pose a threat to the
integrity of gaming, and that service providers are consistent with the
public policy of this State as set forth in NRS 463.0129.

2. Definitions.

(a) “Chair” means the Chair of the Nevada Gaming Control Board or
the Chair’s designee.

(b) “Cloud computing services”:



(1) Consist of the following as defined by the National Institute of
Standards and Technology in NIST SP 800-145 and as further
explained in NIST SP 500-292:

(I) Software as a Service;
(II) Platform as a Service; or
(IIT) Infrastructure as a Service.

(2) The services described in subparagraph (1) do not include the
performance of any service, action, transaction, or operation that would
otherwise require a gaming license or registration pursuant to Chapter
463 of NRS or these regulations, other than a registration as a cloud
computing service provider.

(c) “Cloud computing service provider”:

(1) Means a person who, on behalf of a licensee, provides cloud
computing services by acquiring and maintaining the computing
infrastructure and software necessary to provide cloud computing
services for associated equipment, cashless wagering systems, games,
gaming devices, race book operations, or sports pool operations, in
whole or in part, and otherwise in accordance with paragraph (4) of
section 5.225 and section 5.242.

(2) The services described in subparagraph (1) do not include the
performance of any service, action, transaction, or operation that would
otherwise require a gaming license or other registration pursuant to
Chapter 463 of NRS or these regulations.

(d) “Information technology service provider” means a person who,
on behalf of a licensee, provides management, support, security, or
disaster recovery services for games, gaming devices, or associated
equipment.

(e) “Service provider” means a person who:

(1) Is a cash access and wagering instrument service provider as
defined in NRS 463.01395;



(2) Is an information technology service provider; or
(3) Is a cloud computing service provider.

3. Except as otherwise provided in this subsection, a licensee may
only use a service provider that is registered as such with the Board. A
licensee may use a person holding a manufacturer’s license issued by
the Commission pursuant to NRS 463.650 or registered with the Board
as a manufacturer of associated equipment pursuant to section 14.020
of these regulations as a service provider to the extent the licensed
manufacturer or registered manufacturer of associated equipment is
supporting or providing cloud computing services for gaming products
manufactured by the licensed manufacturer or registered manufacturer

of associated equipment.{The Beard shall make-alist-availableofall
. : : iders.]

4. A licensee continues to have an obligation to ensure, and remains
responsible for, compliance with this regulation, the Nevada Gaming
Control Act and all other regulations of the Commission regardless of
1ts use of a service provider.

5. Except as otherwise provided in this subsection, a person may act
as a service provider only if that person is registered with the Board
Ppursuant-to-this-seetion}. Once registered, a service provider may act
on behalf of one or more gaming licensees. Any person holding a
manufacturer’s license issued by the Commission pursuant to NRS
463.650 or registered with the Board as a manufacturer of associated
equipment pursuant to section 14.020 of these regulations may perform
the services of a service provider without registering pursuant to this
section only if such services are limited to supporting or providing cloud
computing services for gaming products manufactured by the licensed
manufacturer or registered manufacturer of associated equipment. Any
licensed manufacturer or registered manufacturer of associated
equipment that functions as a service provider pursuant to this
subsection shall notify the Board of performing such services within 30
days of commencing such function.



6. Service providers, including feach-direct-orbeneficial ownerof10%
or-more-of the serviceprovider-and} any person having significant

control over the operations of the service provider, as determined by the
Chair, ineluding} that may include without limitation, controlling
shareholders, officers, directors, or other principals, must register

with the Board{-Aregistrationissued by the Board pursuant-to-this

ef—t—he—Peg-ysePa%}eﬂ—} and shall be sublec to the provisions of this
section and Regulation 4.200.

7. A service provider required to register pursuant to this section
shall not provide services as a service provider until the Chair notifies
the service provider in writing that the service provider is registered
with the Board.




—9:} A service provider must not be registered with the Board unless

the Chair is satisfied;-based-on-theinformation providedpursuantte
this-subseetion;} that the service provider meets the standards set forth
i NRS 463.170.

04 9. A service provider shall have the burden of showing that its
operations are secure and reliable.




6 10. The premises on which a service provider conducts its
operations is subject to the power and authority of the Board and
Commission pursuant to NRS 463.140, in accordance with this section
and section 5.242.

B7} 11. To the extent required in Chapter 463 of NRS, a service
provider shall be liable to the licensee on whose behalf the service
provider acts for the service provider’s proportionate share of the fees
and taxes paid by the licensee.

B84 12. The Commission may, upon a recommendation from the
Board, require any person owning, operating, or having a significant
involvement with a service provider to file an application for a finding of
suitability at any time by providing written notice to the person. A
person required to file an application for a finding of suitability
pursuant to this subsection shall apply within 30 days of the person’s
receipt of written notice. Failure to timely submit an application for a



finding of suitability shall constitute grounds for a finding of
unsuitability.

91 13. A person required to file an application for a finding of
suitability pursuant subsection 18} 11 does not have any right to the
granting of the application. Any finding of suitability hereunder is a
revocable privilege, and no holder acquires any vested right therein or
thereunder. Judicial review is not available for decisions of the Board
and Commission made or entered under this section.

{20} 14. If the Commission finds any person owning, operating, or
having a significant involvement with a service provider to be
unsuitable under this section, the registered service provider and
gaming licensees shall, upon written notification from the Board,
terminate any existing relationship, direct or indirect, with such person.
Failure to terminate such relationship may be deemed to be an
unsuitable method of operation.

21} 15. No determination of suitability of a person owning,
operating, or having a significant involvement with a service provider
shall preclude a later determination by the Commission of
unsuitability.

22} 16. All service provider licenses issued by the Commission prior
to July 1, 2019 shall remain valid until such licenses expire on
December 31, 2019. Any service provider, as defined pursuant to this
section, holding a service provider license issued by the Commaission as
of December 31, 2019, shall be deemed registered as a service provider
with the Board as follows:

(a) Until March 2, 2020 if the service provider license was initially
1ssued prior to January 1, 2015; or

(b) For five years following the date of the initial issuance of the
service provider license if the service provider license was initially
issued on or after January 1, 2015.



5.345 Registration and Determination of Suitability of
Independent Hosts.

1. fAn3} Independent hosts, must register with the Board and shall
be subject to the provisions of this section and Regulation 4.200.

Ty . . | | ]

2. An independent host shall not provide hosting or VIP services until
the Chair notifies the independent host in writing that the Board has
registered the independent host. A licensee or club venue operator shall
not allow an independent host to provide hosting or VIP services in its
club venue unless the independent host is registered with the Board

: | o The Board chall-make.a List of rosictored

independent host, once registered, may act on behalf of one or
more licensees or club venue operators.
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—9.} The Commission may require a person registered pursuant to this
section to file an application for a finding of suitability at any time by
sending notice to the person through the United States Postal Service to
the person’s address on file with the Board. A person called forward
pursuant to this subsection shall apply for a finding of suitability as
required by the Commission within 30 days of the person’s receipt of
notice. The notice shall be deemed to have been received by the person 5
days after such notice is deposited with the United States Postal
Service with the postage thereon prepaid.

B0 4. If a person registered pursuant to this section does not file an
application for a finding of suitability within 30 days following receipt of
notice that the Commission is requiring a person registered pursuant to
this section to file an application for a finding of suitability, the Board
shall notify all licensees which operate a club venue and club venue
operators. A licensee or club venue operator shall not allow an
independent host which has failed to file an application for finding of
suitability pursuant to this section to provide services in a club venue. A
licensee or club venue operator allowing such independent host to
provide services in a club venue shall constitute grounds for disciplinary
action.
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B3 5. If the Commission finds a registered independent host to be
unsuitable, the registration of such registered independent host is
thereupon cancelled. A licensee, club venue operator, or independent
host shall, upon written notification of a finding of unsuitability,
immediately terminate all relationship, direct or indirect, with such
independent host. Failure to terminate such relationship may be
deemed to be an unsuitable method of operation. No determination of
suitability of an independent host shall preclude a later determination
by the Commission of unsuitability.

H24 6. Upon the Commission requiring a person who is required to
be registered by this section to apply for a finding of suitability, the
person does not have any right to the granting of the application. Any
finding of suitability hereunder is a revocable privilege, and no holder
acquires any vested right therein or thereunder. Judicial review is not
available for decisions of the Board and Commission made or entered
under the provisions of this section.
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