Fundamentals of Tribal Casino Gaming Requlation — A Primer for Requlators

Top 10 Considerations for Tribal Gaming Regulatory Agencies Regarding
Construction Audits

While many Tribal Gaming Regulatory Agencies (TGRAs) focus primarily on daily gaming
floor operations, the oversight of large-scale capital projects represents a critical task in
protecting tribal assets. Considering the massive financial investment and the inherent
risks of fraud, waste, and mismanagement associated with complex builds, a robust
construction audit function is essential. TGRAs ensure that construction projects are
completed safely, transparently, and within negotiated costs. Following are the top ten
considerations for TGRAs regarding construction audits.

1. Engage Specialized Auditor Training

Construction auditing is distinct from operational or financial auditing. TGRAs must invest
in specialized training for internal auditors to understand industry standards, on-site safety
protocols, and construction-specific documentation. This ensures auditors can effectively
inspect materials and equipment, invoices, change orders, surplus material disposition,
and government-required documentation without compromising safety or project flow.

2. Define a Dedicated Lead Auditor Role

Appointing a Lead Auditor creates a vital bridge between the construction management
company, the casino operator, and the TGRA. This individual serves as the primary liaison,
attending planning meetings to ensure the regulatory body is never "out of the loop"
regarding project developments or shifts in scope.

3. Pre-Initiation Document Review

Before a project begins, the TGRA must secure and review foundational documents. This
includes:

o Letters of Agreement and contract forms.
o Detailed drawings, specifications, and addenda.

e Consensus documents that define the legal and operational boundaries of the
project.

4. Oversight of the Project Management Company

Since tribes typically hire a third-party project management firm to oversee contractors,
the TGRA must establish this firm as the primary point of contact. The regulator’s role is to

audit the auditors, ensuring the management company is holding sub-contractors




accountable to the Tribe’s interests. TGRA construction audit personnel must have access
to the following documents which shall include, but not be limited to:

5. Rigorous Change Order and Amendment Tracking

One of the highest risks for "scope creep" and budget overruns is the change order process.
TGRAs must have full access to all change orders and contract amendments to verify that
every modification is justified, documented, and authorized by the proper casino or tribal
authorities.

6. Verification of Insurance and Bonding

To protect tribal assets, the TGRA must verify the existence and validity of:

7. Labor and Payroll Compliance

Construction projects are labor-intensive and prone to "ghost" employees or tax
mismanagement. TGRAs should scrutinize:

Change orders and amendments to all contracts

Labor documentation, construction plus contracts, and cost plus contracts
Records related to payroll tax and worker compensation insurance payments
Waste and scrap disposition records

Contractor and subcontractor equipment rental receipts

Cost plus contracts

Monthly job cost detail, detailed job cost history, monthly labor distribution detail,
total job to date labor distribution detail, employee timesheets

Daily foreman reports

Daily superintendent reports

Detailed subcontractor status reports

Copies of all documentation supporting all reimbursable job costs (subcontractor
payment applications, vendor invoices, internal cost charges, etc.)

Liability and Builder’s Risk insurance.
Performance and Payment bonds.

Subcontractor Default Insurance (SDI). This ensures the Tribe is not financially
vulnerable if a contractor fails to perform or accidents occur.

Labor distribution details and employee timesheets.
Payroll tax records and worker’s compensation payments.

Daily foreman and superintendent reports to reconcile reported labor hours with

actual on-site activity.




8. Material Waste and Equipment Scrutiny

To prevent fraud and mismanagement of construction material and physical assets, TGRA
auditors should:

e Monitor Waste: Review records for scrap disposition.

e Verify Invoices: Scrutinize receiving documents to ensure material quantities and
prices match the orders.

¢ Rentvs. Buy: Analyze the cost-effectiveness of equipment rentals versus the cost of
purchasing.

9. Utilization of Advanced Monitoring Tools

Modern construction auditing benefits from visual and systematic tracking tools. TGRAs
should consider:

e Time-Lapse Recordings: Reviewing footage to ensure materials are being used
efficiently.

e Checklists and Punch Lists: Implementing standardized tools to track milestones
and outstanding tasks systematically.

10. Engagement of Third-Party Consultants

Recognizing the limits of internal TGRA expertise is a regulatory strength. TGRAs should be
prepared to engage external construction audit consultants to guide internal TGRA teams
through complex technical inspections. The process concludes with a final,
comprehensive audit report submitted to the Gaming Commission and Tribal Council to
ensure full transparency.
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