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SENATOR RODERICK D. WRIGHT:  We’ll get started.

Again, for people watching, this is the Senate G.O. committee. We’re going to hear a revision, amended tribal compact, for the Coyote Valley Band of Pomo Indians.  What we’re also going to do today, for people who are watching, the Rules Committee is going to forward a bill today to the Senate Floor.  I understand the Assembly G.O. Committee is going to hold a hearing later today on the same subject.  The idea is that the legislature would like to complete this process before the end of the session, and we have sine die so we have all the principles in place.

I think I’d like to start with the administration.  Thank you for being here, Mr. Appelsmith.  And I think what I’ll do in order is go to Mr. Appelsmith from the Administration, and then I think I’ll go to Senator Chesbro and Mr. Chairman.  Then we’ll come back to you to wrap it up.
MR. JACOB APPELSMITH:  Thank you, Mr. Chairman.  Good Morning.  I am senior advisor to Governor Brown and I served as lead negotiator on the compact before the committee today.  I have a few general comments and then I’ll go over some of the compact’s key provisions.

The state and the Coyote Valley Band of Pomo Indians entered into a compact in 2004.  The Tribe has been operating a small gaming facility under that compact with between 250 and 349 machines and a temporary sprung structure that is nearing the end of its useful life.

At the time of the 2004 compact, the Tribe intended to replace that structure with an updated, competitive facility, but the Tribe encountered various planning and financial obstacles and ultimately the recession of 2008.  Given the current economy and competitive environment in the Tribe’s market and the terms of that compact, as well as the Tribe’s obligations of the county of Mendocino and its primary creditor, the Tribe has no realistic possibility of benefiting from its gaming facility.  That is reflected in the last three fiscal years in which the Tribe is paid approximately $1.4 million through the state and the county annually and has either operated at a loss or otherwise not provided any earned revenue to the Tribe.

During that time, the Tribe further incurred debt and failed to move toward the necessary replacement of a temporary facility.  The Coyote Valley Tribe is a band of Pomo Indians with land approximately five miles north of Ukiah.  The Tribe has 316 members, about half of whom are children, and the Tribe has poverty and healthcare challenges that unfortunately are typical of California native people.  Casino gaming was supposed to help Tribes, like Coyote Valley, but it has not helped Coyote Valley at all.

As part of the governor’s commitment to California native people, he has maintained that a tribe should be the primary beneficiary of its gaming facility, a belief that is reflected in federal law.  It is for this reason that the governor agreed to renegotiate this compact, and the new compact provides a structure that demonstrates a good-faith effort on the part of California to allow for a solution to the ongoing financial crisis at Coyote Valley.  If the Tribe is successful in taking advantage of this opportunity, the Tribe will be able to benefit from its gaming facility which in turn will provide economic benefits to the surrounding community.


Under the new compact, the Tribe is required to continue to make payments to the state under the terms of the existing compact until such time as it is able to secure meaningful financial concessions from its primary creditor.  The compact also envisions concessions from the county of Mendocino which the county has already made.


The Tribe has 30 months to secure concessions from its lender.  And if it is successful, it will trigger the concessions the state is making under the new compact’s payment terms.  Under those terms, the Tribe will have a restructuring period that will last between four to six years.  The Tribe’s payments to the state will go to the special distribution fund, and percentages ranging from 7 percent of net win to 15 percent and permission ?? fees to the revenue-sharing trust funds of $900 to $1,950.  After the restructuring period, the Tribe’s payments increase by having higher percentages applied to lower machine counts.  So, for example, during the restructuring period, the percentage moves from 7 to 10 percent of net win at Machine 300—it’s 601.  But after that period, it increases from 7 percent to 10 percent, beginning at Machine 351.


Major provisions of the compact, in terms of regulation or substantively identical to earlier compacts, there are a few evolutions.  For example, we have simplified the definition of net win to make it easier and more efficient to audit.  We have made technical changes regarding the revenue-sharing trust fund to clarify the limited duty of the state regarding that fund, as well as adding the concept of the new fund the legislature created under the Graton compact, the tribal nation’s grant fund.

I’d be to answer any questions, Mr. Chairman, Members of the Committee.


SENATOR WRIGHT:  When we come back, I want to go to Senator Chesbro.


SENATOR WESLEY CHESBRO:  Well, thank you very much, Mr. Chairman, for holding this informational hearing.  I’m pleased to author this amendment ratification on behalf of the Coyote Valley Band of Pomo Indians who are located in Mendocino County, in my district.  Coyote Valley has done an excellent job of working with the Mendocino County Board of Supervisors to resolve local issues; and as a result, the board of supervisors unanimously supports this compact amendment.


The Coyote Valley Compact of 2004 had terms that had been proven to be less than favorable for this Tribe.  Nevertheless, the Tribe has fully complied and made every payment to the state, to its own detriment.  I am pleased that the current administration has seen the need to address the financial disparities suffered by the Coyote Valley Tribe.


The negotiated compact you will hear today is one that will allow the Tribe to obtain the type of sustainability envisioned by the people of the state when tribal gaming was approved at the ballot box.  The goal of AB 787 is to allow the Coyote Valley Tribe to obtain long-term financing to meet its obligations to the state, to the county, and to its primary creditor while ensuring the continued employment or over 150 persons which makes the Tribe one of the largest employers in the county as well as allowing the Tribe to improve the educational status, health, and general welfare of its membership.


I’d like to introduce members and representatives of the Coyote Valley Tribe of Pomo Indians that will speak in greater detail about the Tribe and its renegotiated contract.  We have John Feliz, Jr., the chair of the Coyote Valley Band of Pomo Indians; we have Richard Campbell who’s the chief of the Tribe’s General Council, and tribal attorney, Little Fawn Boland to address you.


SENATOR WRIGHT:  Thank you.  Mr. Chairman?


MR. JOHN FELIZ, JR.:  Thank you, Mr. Chairman and Members of the Committee.


My name is John Feliz, Jr.  I am the chairman of the Coyote Valley Band of Pomo Indians located in Mendocino County.  I also serve as a vice-chairman at the Consolidated Tribal Health Project, the Tribal Consortium, located in Mendocino County, Ukiah, California.  I am honored to be here today to represent the Coyote Valley Tribal Council and our entire membership and our compact endeavor, seeking ratification of the Amended Tribal-State Compact between the Tribe and the state.  I’m a little short so I’ve got to scoot this up.  Too tall.

In 1994, facing 90 percent unemployment on the reservation, the Coyote Valley Tribe saw the benefits derived by other gaming Tribes and decided to open a gaming facility.  In 2004, the Tribe and the state entered into a Tribal‑State Gaming Compact related to the operation of our tribal government gaming facility, the Coyote Valley Casino.  On July 25, 2012, the Tribe and the governor entered into an amended tribal gaming compact to benefit our tribe and our future.  Before I discuss the amended gaming compact, I would like to share a little history of the Tribe with the members of the committee today.

The Coyote Valley Reservation is approximately 70 acres located in Mendocino County.  We have 317 tribal members.  In 1958, our Tribe was condemned by the federal government and illegally terminated for the purpose of constructing the Coyote Valley Dam and the Lake Mendocino Reservoir.  The federal government gave a few tribal members small compensation for their improvements and forcibly removed the people from our land.


Our tribal members became homeless.  When we tried to get help from the federal government, we were told we did not exist.  Along with deplorable living conditions, as well as other needs, such as healthcare, education, and employment, our greatest need was homes and tribal land.


In 1977, a federal court restored federal recognition status to the Coyote Valley Tribe.  The Tribe received a housing grant and purchased 57 acres which is now home of the Coyote Valley Tribe.  Through a joint housing authority, the Coyote Valley Tribe built 30 homes on our new reservation for our tribal members and began to build our tribal nation.  Currently 31 percent of our tribal members reside on that reservation—a little warm in here—excuse me.  Coyote Valley has government offices which employ 25 people.  The Tribe has a number of different programs that operate within the reservation to assist members and the surrounding communities.

Our partnership with the local Redwood Valley County Fire District has allowed for the recent purchase of a new fire truck for the community, and we continue to support fire district and appreciate the meaningful relationship we have been fortunate to build with our local agencies.  The reservation also operates its own police department and works in collaboration with local law enforcement agencies to preserve the peace and safety of the citizens of the reservation and to promote effective community policing efforts for our community.

The reservation also offers health and human services programs, an education program, a recreation facility, and a number of cultural preservation and tribal-awareness programs for drug elimination and alcohol and substance abuse.  The community has also formed a Coyote Valley Community Outreach program which has been in existence for the past 15 years and has contributed to a number of charitable organizations, including local community food banks, and has assisted in fundraising efforts to promote the Tribe’s interest.
Today we continue to provide the above services.  However, many programs and services have been cut back drastically as a result of the volatile economic conditions the Tribe faces.  We have been forced to cut back services within our Tribe to the rate of 30 percent.  Although in 1994, the Tribe’s unemployment rate topped 90 percent, today 65 percent of our tribal members residing on the reservation continued to be unemployed.  The average household income for a family living on the reservation is $26,695.  The average reservation household is four-and-half people per house.  Excuse me.
As a result of the evolution of tribal government gaming, Coyote Valley operates our gaming casino under the 2004 Tribal-State Gaming Compact.  The Tribe employs approximately 150 people in our gaming facility, both tribal member and nonmember.  The Tribe’s casino is the only profit-generating business on the reservation and provides the only source of consistent revenue to fund essential government programs.

As stated, the initial compact negotiated in 2004 contains unfavorable terms that are not favorable for the Tribe’s feasible economic stability to promote the future of our gaming operation.  The amended gaming compact authorizes the Tribe to operate up to 1,250 Class III gaming devices, though the Tribe’s gaming facility currently operates 250 machines.
In stark contrast to the 1999 compacts, Coyote Valley has been required to remit payment to the state on the very first gaming device while others are not required to make such payments to the state that operate more than 200 devices.  Coyote Valley has fully complied with the terms of its compact and made negotiated payments to the state of California.  However, those payments have and continue to be very onerous to the Tribe.  Continued operation under the compact does not allow the Tribe to materially benefit from the compact and is not economically feasible for the Tribe to maintain its operation under that.

SENATOR WRIGHT:  It’s not something that you said.  I just want to establish a quorum.

Secretary, if you’d—that’s okay.

COMMITTEE SECRETARY:  Wright?

SENATOR WRIGHT:  Here.

COMMITTEE SECRETARY:  Wright present.  Anderson?

SENATOR JOEL ANDERSON:  Here.

COMMITTEE SECRETARY:  Anderson present.  Berryhill?

SENATOR TOM BERRYHILL:  Here.

COMMITTEE SECRETARY:  Berryhill present.  Calderon?  Cannella?

SENATOR ANTHONY CANNELLA:  Here.

COMMITTEE SECRETARY:  Canella present.  Corbett?  De León?  Evans?  Hernandez?

SENATOR ED HERNANDEZ:  Here.

COMMITTEE SECRETARY:  Hernandez present.  Padilla?

SENATOR ALEX PADILLA:  Here.

COMMITTEE SECRETARY:  Padilla present.  Walters?

SENATOR MIMI WALTERS:  Here.
COMMITTEE SECRETARY:  Walters present.  Wyland?

SENATOR MARK WYLAND:  Here.
COMMITTEE SECRETARY:  Wyland present.  Yee?

SENATOR LELAND Y. YEE:  (Inaudible)
COMMITTEE SECRETARY:  Yee present.

SENATOR WRIGHT:  Okay.  The chair notices that we do have a quorum, and you get to finish.

MR. FELIZ:  Thank you.

SENATOR WRIGHT:  It wasn’t something you said. That’s kind of a procedural thing that we do, so I don’t know what you to…
MR. FELIZ:  Thank you, Chairman.  It is warm in here so it gave me a few moments to catch my breath.

In closing and in just speeding up through my speech and in respect for the time that you folks have, we appreciate the efforts of the governor and his senior legal advisor, Mr. Jacob Appelsmith, for their service at this date and for the diplomacy and their time in working with the Coyote Valley Tribe.  With the Tribe and the Governor’s Office approaching this endeavor and with the understanding of the economic conditions presented by the Tribe, a continued commitment to the citizens of California and state resources and respect for public policy, the Tribe feels that this gaming compact will benefit both the state and the Tribe in the future that will allow for continued resources to be provided as contemplated under the gaming compact.  The Tribe would also like to thank Senator Noreen Evans and Assemblymember Wes Chesbro for their support in authoring this bill on behalf of our Tribe.  We appreciate that.

In closing, we also would like to thank Members of the Committee, and you, Mr. Chairman, for your leadership today.  Thank you.

SENATOR WRIGHT:  Okay.  The only question I would have would be to the administration.  I know we’ve had a couple of compacts bounced back.  Are we comfortable that this compact will pass muster with the Department of the Interior?

MR. APPELSMITH:  Yes, we are, for a couple of reasons.  The last ones were bounced back, but they were concerned about the amount of revenue sharing at 15 percent.  This compact is designed with a graduated structure where those were 15 percent from the first machine on, so it’s a very different structure.

We also in this situation have consideration for this compact that was not present under the other two compacts, which is that we are making concessions under the compact; and therefore, we don’t anticipate that the Interior will have any problems with it.
SENATOR WRIGHT:  Okay.  Are there any other questions from the committee?  Senator Yee?

SENATOR YEE:  Thank you very much, Mr. Chair.  This is really to the administration.  I know this is a difficult issue but, you know, maybe you can help me understand or the committee to understand, what’s the basis or what’s the criteria that we are now going to establish for Indian reservation gambling to then come back to a committee for a review and possible changes within the provisions of the original agreement?

MR. APPELSMITH:  The governor’s view is, that if a Tribe can demonstrate to him that it is not materially benefitting from its gaming operation, then he is going to look at the compact to determine whether there’s something that can be done through the compact to help solve that problem.  There may be situations where the compact is not the problem, and we’ve had Tribes approach us to talk about that very issue and we’ve declined to renegotiate for that reason.  There’s other situations where Tribes are doing quite well and they just don’t want to pay the state as much as they’re having to pay right now, and those are also situations where we have not agreed to renegotiate.

What we want to see is a Tribe being able to help tribal citizens.  And if the compact is part of what’s standing in the way, then we’re going to try to help the Tribe restructure the compact, also its commitments to other creditors, as we did in this situation here.  So I think this is a relatively unusual situation.  There are probably some other small Tribes we may hear from.  We have not thus far.  There are many large Tribes that we have heard from, the vast majority of which do not fall in the category of not being able to benefit from their gaming operations.

SENATOR YEE:  Just a follow up then, are you saying, that in the course of the initial negotiation, albeit that it was a different administration, that we may have had information that would suggest that this was not—it may have been good for the state but not necessarily for the Tribe—but we went ahead and negotiated it anyway?

MR. APPELSMITH:  I don’t think that is quite it.  I think it’s more that the Tribe had—it was a very, it was a very generous compact to the state, no question, but I would never say that on its face it was unfair.  What turned out was that the Tribe had marketing studies that really didn’t bear out the type of debt it had to incur to create this project, and then the Tribe just plain had a lot of bad luck.  And whose fault that is, I don’t know, but they were going to build a larger facility--they were going to finance a larger facility—and the foundations of it are sitting there as you drive into their current facility, to their sprung structure.  It just didn’t pan out; and therefore, the Tribe has been left in a situation where it really cannot benefit from this compact or its gaming facility.
SENATOR CHESBRO:  If I may, Mr. Chair, the Tribe obviously can answer this better than I, but my impression is that the expansion attempt coincided with both the radical decline in timber employment in the county so local money available may be spent on the casino but also the overall decline of the economy that we’ve experienced so severely in this building and in government and business, of course.  I don’t know if they want to elaborate on that, but my impression is that that was a definite hit, really bad timing.  They were about to go and then everything collapsed financially.
MR. FELIZ:  Thank you, Senator Yee, for that question.

Yes, also the Tribe was contemplating a larger facility and planned and reached agreements pursuant to that original plan.  We also were subject to the volatility of the economic conditions that we all faced from that moment.  We began scaling back a number of planned amenities in the venue.  Also, we realized that the gaming compact that we were operating under fits a market area similar to the size of San Diego County.  So altogether, the compact, the economics that we face, both internally and externally, do not make sense for the gaming operation to continue.  It’s, a sense, going to put us out of business eventually and will not be able to commit the resources that have agreed upon under that compact, to the state as well.

SENATOR WRIGHT:  Further questions from the committee?
Senator Anderson?

SENATOR ANDERSON:  I’d like to just commend the Tribe for fulfilling their commitments to the state and to their community.  I know this has been a tough road up to now.  I know that, you know, the cash flow of your operation has been very difficult and strained and yet you continued to stay current with all that stuff.  And at a day and age when so many people are not keeping their word, I just want to commend you for all your hard work so thank you for that.

SENATOR WRIGHT:  Okay.  Well, we’re—further questions from the Committee?

Again, we don’t take a vote here.  Our Rules Committee will today advance a bill to the Senate Floor that is authored by Senators Chesbro and Evans—I still call him Senator—he was in the Senate when I was in the Assembly—that ideally we will vote on today, I think.  You’ll have support on both sides of the legislature, at least in the Senate, and then we’ll have to do this process all over again on the Assembly side.  Their process is a little different but not that much.  But again, we don’t need to take a vote, so the fact that we’re not voting doesn’t mean that there’s disagreement in the Senate.  It’s just that, you know, our process is that that’s not what we do.

What I will close with—I don’t know if there’s anyone here from the public that wishes to make a comment relative to the compact.  Okay.  Going once—yes, sir?

MR. RICHARD CAMPBELL:  Senator, I’m not with the public, but as tribal chief of the Band representing the General Council, which is all the members, I want to thank you and this committee for hearing our concerns on our gaming.  And also I’d like to thank Evans and Chesbro and especially Jacob and the governor for being such fair negotiators, and our lawyer for helping us.  Thank you very much.

SENATOR WRIGHT:  Well, I mean, in this economy, you’ll still have challenges…

MR. CAMPBELL:  Oh, yes, definitely.

SENATOR WRIGHT:  …because you’ve still got to go deal with your creditors.

MR. CAMPBELL:  Oh, yes.

SENATOR WRIGHT:  You know, I mean, unfortunately for you, I mean, we’ve kind of sort of put a real hard kibosh on much of the industry that was going to provide the revenue that you needed but Senator Chesbro’s working on that as well, and we hope to kind of, sort of, get a revival of the timber industry in that area.  If people buy more wood, then the loggers will have more money.  And if they have more money, then they’ll have more disposable income and then they’ll need more entertainment.  So it’s kind of a circular process where, you know, we hope everybody is going to be able to do well.

So that being the case, I thank all of you for coming.  Either today, hopefully today, we will get this bill before and we’ll get this closed out ideally before we get away from here next week.  So without further—I’m sorry.  Senator Wyland.
SENATOR WYLAND:  Just briefly, Mr. Chairman.  I appreciate you describing the problem of our overall economy, and you as well, Senator Chesbro, for describing the problems in the logging and timber industry, many of which could, by actions of this body, I would point out, be helped greatly.  Thank you all.
SENATOR WRIGHT:  Thank you so much, and then we’ll be adjourned.
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