Fundamentals of Tribal Casino Gaming Requlation — A Primer for Requlators

Top 10 Considerations for Tribal Gaming Regulatory Agencies Regarding
Casinos and Cannabis

Many Tribes are evaluating legal and regulated commercial cannabis operations as an economic
development resource. Where commercial cannabis operations intersect with gaming
enterprises operated by tribes, concerns for Tribal Gaming Regulatory Agencies (TGRAs) arise.
For TGRAs, the central regulatory challenge is not merely whether cannabis is lawful under
tribal or state law, but whether operational overlap with gaming activities could jeopardize
compliance obligations under the Indian Gaming Regulatory Act (IGRA) or attract heightened
federal scrutiny. The strongest mitigation strategy emphasized throughout the following
considerations is strict separation between gaming operations and cannabis enterprises across
regulatory oversight, finance, personnel, surveillance, and operational infrastructure.

These considerations focus on protecting gaming integrity, maintaining compliance with the
IGRA, and minimizing exposure to scrutiny from federal regulators.

1. Preservation of Gaming Integrity

Despite legalization by several states and tribal nations, cannabis remains a prohibited
substance under the federal Controlled Substances Act (CSA). The foremost concern for a TGRA
is whether association with a federally illegal cannabis enterprise could undermine the integrity
of the tribal gaming operation. Because cannabis remains a Schedule | controlled substance
under the CSA, regulators must evaluate whether cannabis activity creates reputational,
operational, or regulatory risks inconsistent with IGRA’s mandate to protect gaming from
corrupting influences.

Key regulatory questions include:
¢ Could cannabis operations negatively affect public confidence in gaming integrity?

e Could federal agencies view the cannabis enterprise as compromising the gaming
environment?

e Does operational overlap create exposure to federal enforcement scrutiny?
2. Separation Between Gaming and Cannabis Enterprises

A TGRA should strongly evaluate whether the cannabis operation is sufficiently segregated from
the gaming enterprise operationally, financially, structurally, and administratively. The more
integrated the operations become, the greater the risk that federal regulators may view the

cannabis business as part of the gaming operation itself.




Areas requiring separation include:

Legal entities

Accounting systems

Staffing

Branding and marketing
Operational management
Surveillance system oversight
Security personnel and resources

Vendor relationships

3. Protection Against Improper Use of Gaming Revenues and Assets

IGRA restricts the use of gaming revenues and gaming-related assets. A TGRA must determine
whether gaming resources are directly or indirectly subsidizing cannabis operations.

Potential risk areas include:

Shared utilities

Shared security personnel

Shared surveillance infrastructure
Shared administrative staff
Shared maintenance operations

Use of gaming-funded improvements for cannabis facilities

Regulators should require auditable allocation methodologies and strict financial segregation
controls.

4. Facility Licensing and Approved Use of Gaming Property

If cannabis operations are located on or adjacent to the tribe’s gaming enterprise, the TGRA
should assess whether facility licensing implications exist. Repurposing existing casino-related
structures may trigger concerns regarding approved gaming floor plans or facility licensing
conditions.

Critical considerations include:

Physical separation from gaming areas




5. Surveillance and Security System Segregation

Casino surveillance systems operate under stringent regulatory standards and approved TGRA
internal controls. Extending those systems into cannabis operations creates significant
commingling concerns.

TGRAs should evaluate:

Although casino-grade surveillance may improve cannabis security, regulators must weigh
operational benefits against regulatory compliance risks.

6. Cash Handling and Anti-Money Laundering Exposure

Cannabis businesses are highly cash-intensive and may create heightened anti-money
laundering (AML) concerns when located near casino operations. TGRAs should ensure there is
no overlap between gaming cash controls and cannabis cash management systems. Strict cash
segregation procedures are essential.

Regulatory concerns include:

7. Employee Licensing and Suitability Determinations

Independent ingress and egress
Revised facility maps or licensing documentation
Restricted access controls

Land use designation implications

Whether cannabis surveillance systems should remain fully independent
Whether shared camera systems violate approved surveillance standards
Whether surveillance storage or monitoring overlap creates regulatory exposure

Whether integrated monitoring complicates audit trails and evidentiary controls

Shared cash count rooms

Shared armored transport services
Overlapping cage operations

Co-mingled deposits

Suspicious transaction reporting exposure

Bank Secrecy Act implications




TGRAs must carefully evaluate whether cannabis employees should fall under gaming licensing
authority. Licensing cannabis employees through gaming regulatory systems could
unintentionally imply that cannabis operations are part of the gaming enterprise. Tribes
operating legal cannabis enterprises frequently establish an independent cannabis commission
or regulatory agency designated to ensure compliance with promulgated cannabis regulations.

Considerations include:
e Jurisdictional authority limits
e Federal suitability concerns
e Overlapping employees between casino and cannabis operations
e Background investigation standards

e Reputational risks associated with licensed gaming employees participating in cannabis
enterprises

8. Third-Party Cannabis Partnerships and Contract Exposure

If outside cannabis operators or management companies are involved, TGRAs should carefully
assess whether agreements could inadvertently resemble management arrangements involving
gaming assets. Regulators should require extensive contract review and legal analysis before
approval.

Risk indicators include:

e Shared revenue streams

e Integrated branding

e Operational dependency on gaming infrastructure

e Overlapping executives or decision-makers

e Use of gaming assets by third-party cannabis operators
9. Internal Controls and Audit Trail Integrity

TGRAs should ensure cannabis operations do not weaken gaming internal controls or create
audit ambiguities. Strong internal control systems should exist independently for both
enterprises. Independent audit trails reduce the appearance of operational commingling.

Areas requiring scrutiny include:

¢ Inventory accountability

e Cash reconciliation




e Access controls
e Vendor procurement
e Surveillance retention
e Incident reporting
e Audit documentation
10. Proactive Regulatory Engagement and Risk Management

Given the evolving legal landscape surrounding cannabis and tribal sovereignty, TGRAs should
encourage proactive engagement with federal regulators and legal counsel before
implementation. A documented risk mitigation strategy may help demonstrate good-faith
compliance efforts if regulatory scrutiny arises.

Best practices include:

Obtaining legal opinions

e Requesting informal guidance from the NIGC

¢ Documenting separation protocols and segregating gaming resources from cannabis
operations

e Appointing an independent cannabis regulatory agency and developing cannabis-specific
tribal regulations

e Prohibition on permitting cannabis and cannabis products in casinos
e Conducting enterprise risk assessments

Implementing enhanced compliance monitoring
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