Fundamentals of Tribal Casino Gaming Requlation — A Primer for Requlators

Top 10 Considerations for Tribal Gaming Regulatory Agencies Regulating
Food and Beverage Operations

The addition of warehouses, vendor purchasing, and loading dock operations shifts Food
and Beverage (F&B) operations oversight from a service function to a full supply chain risk
model regulated by the TGRA. From a TGRA perspective, the highest risk breakdowns
typically occur:

e Before inventory reaches the kitchen (procurement and receiving)
¢ While inventory is stored (warehouse controls)
¢ When inventory is converted to comps or unrecorded consumption

Arobust regulatory framework treats F&B as an integrated, auditable component of the
gaming enterprise, subject to risk-based controls consistent with TICS/MICS philosophy
addressing material regulatory risk in the areas of:

¢ Revenue leakage (comps, cash, inventory)

e Public health liability

e Patron experience impacting gaming revenue
The following are the top ten considerations for TGRAs regulating casino F&B operations.
1. Regulatory Jurisdiction and Scope of Authority

TGRAs must explicitly exercise regulatory oversight of all F&B operational sections,
including:

o Kitchens, bars, and service outlets
¢ Warehouses and storage facilities
e Loading docks and receiving areas
e Procurement and vendor relationships

The regulatory scope should be outlined in TGRA regulations and TICS to ensure no
operational gaps where fraud, diversion, or unrecorded transactions may occur.

2. Public Health and Food Safety Compliance

TGRA oversight must include:

o Kitchen and service areas




¢ Warehouse storage conditions (temperature, spoilage controls, cross-
contamination)

e Receiving procedures at loading docks (inspection of incoming goods)
Regulators should ensure end-to-end food safety controls, from delivery through service.
3. Vendor Procurement and Supply Chain Integrity
F&B purchasingis a high-risk financial and fraud vector. TGRAs should require:

e Approved vendor lists and due diligence procedures

e Competitive procurement or pricing controls

e Segregation of duties (ordering, receiving, invoice approval)

¢ Monitoring for related-party or conflicted vendors
Special focus:

e Alcoholdistributors

¢ High-volume or sole-source suppliers

e Emergency or off-contract purchases

e Vendor representatives maintaining office space/workstations within the casino
back-of-house

e Long-standing relationships developed between casino F&B managers and vendor
representatives

4. Loading Dock and Receiving Controls
The loading dock is a primary vulnerability point for theft, substitution, and collusion.
Required controls:

¢ Independent verification of deliveries against purchase orders

¢ Dual sign-off on receiving reports

e Surveillance coverage of all receiving areas

e Time-stamped delivery logs

e Procedures for refused or partial shipments

TGRA oversight should treat the loading dock similarly to a controlled access point for

assets, analogous to a cage or count room in terms of risk exposure.




5. Warehouse and Storage Controls
F&B warehouses must be regulated as secured asset environments.

Key requirements:

Restricted access (badge/key control, logging)
Segregation of high-value inventory (especially alcohol)
Perpetual inventory systems

Routine independent counts and reconciliations

Environmental controls (temperature, spoilage prevention)

Shrinkage, diversion, and undocumented withdrawals are primary regulatory risks.
6. Inventory Management and Cost Controls

Building on warehouse oversight, TGRAs should ensure:

Inventory movement tracking (receiving > storage > issuance > consumption)
Documented requisition processes from warehouse to outlets

Variance thresholds with mandatory investigation

Analytics on usage trends vs. revenue

Documented tracking of product spoilage identification and disposition

Inventory must be traceable across its full lifecycle.
7. Complimentary (Comp) Food & Beverage Controls
Comp programs must be tightly controlled due to direct revenue impact.

Requirements:

Authorization thresholds tied to player value
System-based issuance (no manual comps without audit trail)
Reconciliation between comp issuance and POS redemption

Monitoring for abuse by hosts or staff

8. Cash Handling and POS System Integrity

F&B outlets must maintain controls equivalent to other revenue centers:

POS audit trails and restricted access




o Controls over voids, refunds, and discounts

o Cashreconciliation and variance review

e Integration with accounting systems

o Surveillance of all POS stations

e TGRA undercover programs to verify employee integrity at POS stations
9. Alcohol Service Compliance and High-Risk Inventory Oversight
Alcoholintroduces both regulatory liability and inventory risk.
Oversight should include:

Licensed service and documented staff training

Controls over high value liquor inventory in warehouses, storage rooms, and bars

Monitoring for overservice and prohibited service

Incident reporting and surveillance coordination

Alcohol should be treated as a dual-risk asset (compliance & theft).

10. TGRA Audit Authority, Surveillance Integration, and Independence
Effective TGRA oversight requires:

o Full TGRA access to warehouses, loading docks, procurement records, and data
management systems

e Surveillance coverage of:
o Loading docks
o Warehouse access points
o High-volume inventory areas

e Authority to audit vendor relationships and purchasing decisions

¢ Independence from operational casino management




Suggested TGRA Audit Checklist: F&B Operations (Including - Warehouse,
Procurement & Dock Controls)

1. Governance, Jurisdiction, and Regulatory Coverage

Control Objective: TGRA authority explicitly covers F&B supply chain (procurement >
receiving > storage > issuance - service).

Audit Procedures:
e Verify TICS/MICS include:
o Warehouse operations
o Loading dock/receiving
o Procurement and vendor controls
e Confirm audit authority extends to all F&B facilities and records.
Evidence:
e Tribal Gaming Ordinance
e TGRAregulations
¢ TICS/MICS sections (F&B, warehouse, procurement)
2. Vendor Procurement and Purchasing Controls

Control Objective: Purchases are authorized, competitively sourced, and free from fraud
or conflicts.

Audit Procedures:
¢ Review approved vendor list and onboarding due diligence.
e Testasample of purchases for:
o Purchase Order (PO) approval
o Competitive pricing or justification (if sole source)
o Properauthorization thresholds
e Perform 3-way match testing (PO - receiving = invoice).
e Analyze:

o Split purchases below approval thresholds

o Unusual vendor concentration




o Pricevariances over time

o Review conflict-of-interest disclosures.
Evidence:

e Vendor masterfile

e Purchase orders and approval logs

¢ Contracts and pricing agreements

e Invoices and bills of lading
3. Loading Dock and Receiving Controls

Control Objective: Allincoming goods are verified, accurately recorded, and protected
from theft or substitution.

Audit Procedures:

e Observe live delivery (if possible) or walkthrough process.

Verify:
o Deliveries compared to PO before acceptance
o Quantity and quality inspections performed

o Independentreceiving personnel (not purchaser)

Test receiving reports for:
o Dual sign-off (receiver & supervisor)

o Timely system entry

Review logs for:
o After-hours deliveries

o Partial shipments or substitutions

Confirm surveillance coverage of:
o Dockdoors
o Receiving areas

o Warehouse

o Highrisk product storage areas




e Test exception handling:
o Rejected goods
o Damageditems
o Short shipments
Evidence:
e Receiving logs and reports
e Delivery schedules
e Surveillance coverage maps and footage samples
¢ Exception/variance reports
4. Warehouse and Storage Controls

Control Objective: Inventory is secured, access-controlled, and protected from loss or
misuse.

Audit Procedures:
o Verify restricted access controls:
o Badge/key logs
o Access authorization lists
¢ Inspect physical security:
o Locked cages for high-value items (e.g., alcohol)
o Segregation of duties (custody vs. recordkeeping)
o Review environmental controls:
o Temperature logs
o Spoilage prevention practices
o Testwarehouse withdrawals:
o Authorized requisition forms
o Matching to outlet usage

o Evaluate surveillance coverage of:

o Entry/exit points




o High-value storage zones
Evidence:
e Access logs and authorization lists
e Inventory storage layouts
e Temperature and sanitation logs
e Requisition forms
e Surveillance logs
5. Inventory Management and Movement Tracking
Control Objective: Inventory is tracked across its full lifecycle with accurate records.

Audit Procedures:

Test inventory flow traceability:

o Receiving » warehouse - outlet » POS sale/comp

Perform sample reconciliation:

o Beginning inventory + purchases — usage = ending inventory

Review variance thresholds and investigation procedures.

Analyze high-risk categories:
o Alcohol

o High-costfood items (e.g., seafood, steak)

Test cycle count program and independence of counts.
Evidence:
e Inventory system reports
e Countsheets and reconciliations
e Variance investigation reports
6. Complimentary (Comp) F&B Controls
Control Objective: Comps are authorized, tracked, and reconciled.

Audit Procedures:

e Testcompissuance vs. authorization matrix.




Trace comps:

o Player account > POS redemption > accounting

Identify unusual patterns:
o High comping employees

o Off-hours comp activity

Verify no warehouse or outlet “informal comps” bypassing system.

Verify prohibition or restrictions on employee product gifting

Evidence:

Comp reports

Player tracking system data

Exception reports

Casino F&B policies and procedures
7. POS System and Revenue Controls
Control Objective: All sales are recorded accurately with strong audit trails.
Audit Procedures:
o Test:
o Voids, refunds, discounts (approval required)
o System access controls
e Verify integration with:
o Accounting system
o Player tracking system
e Reconcile POS sales to deposits.
Evidence:
¢ POS logs and audit trails

o Exceptionreports

¢ Reconciliation reports




8. Cash Handling Controls

Control Objective: Cash is safeguarded and reconciled.

Audit Procedures:

Observe cash handling at outlets.

Test drawer reconciliations and over/short thresholds.

Verify segregation of duties.

Trace deposits to general ledger.

Evidence:

Cash count sheets
Depositrecords

Variance logs

9. Alcohol Control and High-Risk Inventory Oversight

Control Objective: Alcohol is controlled as both a regulatory and high-value inventory risk.

Audit Procedures:

Trace alcoholinventory:
o Vendor - receiving > warehouse > bar > sale
Test pour controls and standard yields.
Review breakage/spillage logs.
Verify compliance with service laws (ID checks, training).

Analyze shrinkage rates vs. benchmarks.

Evidence:

Alcohol inventory reports
Usage/yield reports
Training certifications

Incident logs

TGRA Compliance Department notices of policy violations




10. Public Health and Food Safety Compliance
Control Objective: Safe handling from receiving through service.
Audit Procedures:
e Review health inspections and corrective actions.
¢ Testtemperature logs (including receiving and warehouse storage).
e Inspect sanitation practices.
Evidence:
e Inspection reports
e HACCP logs
e Cleaning schedules
¢ Equipmentrepair and replacement documentation
12. TGRA Access, Surveillance, and Audit Independence
Control Objective: TGRA maintains full oversight capability across supply chain.
Audit Procedures:
e Confirm TGRA access to:
o Warehouses
o Loading docks
o Product storage areas and food service venues
o Procurement systems
¢ Review surveillance coverage for:
o Dockareas
o Warehouse access points
o Product storage areas
o POS stations

o Testretention and accessibility of audit trails.

e Assessindependence from casino managementinfluence.




Evidence:
e Access permissions
e Surveillance system reports
e Auditlogs
High-Risk Focus Areas (Priority Testing)
Emphasize expanded testing in:
@ critical Risk
e Loading dock receiving discrepancies
¢ Warehouse access and shrinkage
e Alcoholinventory controls
¢ Vendor purchasing irregularities
Moderate Risk
¢ Inventory variances (food)
e Comp abuse
o POSoverrides
Lower (but required)
e Sanitation logs
¢ Routine documentation compliance
Expected TGRA Audit Outputs
e Findings tied to specific control failures (not just observations)
¢ Riskrating (High/Moderate/Low)
¢ Root cause analysis (process vs. personnel vs. system)
e Corrective action plan with deadlines
e Follow-up audit or continuous monitoring plan
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