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CHAI RVAN Di G ACOMO COLINS: CGood norni ng, everyone. M
nane is Mary Di G acomo Colins. |I'mthe Chairman of the
Pennsyl vani a Gami ng Control Board. W have a quorum
present .

This has been Sunshined as a public neeting.
It is a hearing, Inre: The matter of Louis A
DeNapl es, Principal Licensee, No. 1312 and Mount Airy
#1, LLC, Category 2 slot machine |icensee, License No.
1311.

As is our practice, we have two prelimnary
matters. The first is to request that all cell phones
and Bl ackBerries be turned off.

The second is to begin this process with the
Pl edge of Allegiance. So, we'll do that.

(Pl edge of Allegiance.)

CHAI RVAN Di G ACOMO COLINS:  Thank you. Al
right. Let me start with sone introductory remarks,
then we will begin this hearing.

On January 30th, 2008, the Gam ng Control
Board's Executive Director issued a Tenporary Energency
Suspensi on Order upon the Principal License of Louis A
DeNapl es, sole owner of Muwunt Airy #1, LLC, a Category 2

| i cense sl ot machi ne hol der.
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In addition, on January 31st, 2008, the Gam ng
Control Board's Executive Director issued a Tenporary
Enmer gency Suspensi on O der upon Munt Airy #1, LLC
relative to the oversight of that entity during the
peri od of the suspension of its owner and Principal,
Loui s DeNapl es.

The Tenporary Emergency Suspensions were issued
pursuant to Board Regul ation 403a.7 after DeNaples and
Mount Airy, No. #1, LLC, each were charged by the
Dauphi n County Court of Common Pleas with four counts of
maki ng fal se statenments under oath all eged to have been
committed in proceedings before this Board during the
i censing phase of Louis DeNaples and Mount Airy #1,

LLC

The Board's regul ations further establish that
the Board nust provide Notice of the Tenporary
Suspension to the licensee and afford the |icensee an
opportunity to be heard to satisfy requirenments of due
pr ocess.

Thus, the purpose of this proceeding is to
provi de the opportunity for Louis A DeNaples and Munt
Airy #1, LLC, to hear the evidence presented forning the
basi s of these requests for suspension and to present
any response, which they deem appropriate in defense of

t he suspensi on and any inpositions of conditions of
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i censure

The Board will first hear fromthe Ofice of
Enf orcenment Counsel regarding its evidence that it
relies upon in support of its request for suspension.

The O fice of Enforcenent Counsel will also
address any renedial relief it is requesting that the
Board inpose with respect to M. DeNaples and Mount Airy
#1, LLC.

After the Ofice of Enforcenent Counse
presents its case, the Board will then hear from counsel
for M. DeNaples and Mount Airy #1, LLC, who, if they
elect to do so, may present evidence and argunent in
response.

Further, if there are w tnesses presented,
opposi ng counsel will, of course, have an opportunity to
cross-exam ne those w tnesses.

Now, I'll ask Cyrus Pitre, who is our Chief
Enf orcement Counsel to begin his presentation

MR. PITRE: Good norning, Chairman Colins,
menbers of the Board.

The O fice of Enforcenent Counsel w Il present
two separate matters for the Board's consideration
today. Both matters arise out of the sane series of
events or circunstances.

The first matter filed involved the Emergency



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Order for the suspension of Principal License No. 1312
issued to Louis A. DeNapl es.

The second matter involves the Emergency O der
pl aci ng conditi ons upon the Category 2, Slots License
No. 1311, Mount Airy #1, LLC

The O fice of Enforcenent Counsel and counsel
for Louis A DeNaples and counsel for Munt Airy #1,

LLC, have stipulated to the following facts as such
facts relate to the matters presently pending before the
Board in this instance.

These stipulated facts have been filed with the
Board's clerk, and | would Iike to now read those
stipulated facts into the record.

CHAI RVAN Di G ACOMO COLINS: How are they

mar ked?

MR. PITRE: They can be marked as Joi nt Exhibit
1.

CHAI RVAN Di G ACOMO COLINS:  Thank you.
Pr oceed.

MR. PITRE: And now, cones the Pennsyl vani a
Gami ng Control Board' s Ofice of Enforcenent Counsel and
Category 2 Slots Licensee Munt Airy #1, LLC, who agreed
to the follow ng stipulation of facts.

Mount Airy #1 LLCis a Category 2 Slots

Li censee, and as such has been licensed by the
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Pennsyl vani a Gam ng Control Board on July 19th, 2007.

Louis A DeNaples is a Principal of Category 2
Sl ot Machi ne Licensee Mount Airy #1, LLC, and as such
was issued a Principal License by the Pennsylvania
Gam ng Control Board on February 27th, 2007.

On January 30th, 2008, the Pennsylvania State
Police filed separate crimnal conplaints upon Louis A
DeNapl es and Mount Airy #1, LLC

The crimnal offenses alleged in each of the
above referenced conplaints included four separate
counts of Perjury, which are incorporated under the
Pennsyl vani a Race Horse Devel opment and Gam ng Act.

These of fenses are alleged to have occurred
during statenments before representatives of the Board on
August 16t h, 2006 and/or Septenber 28th, 2006 and each
is graded as a felony of the third degree.

On January 30th, 2008, the Ofice of
Enf orcenment Counsel requested and received an Energency
O der suspending the Principal License of Louis A
DeNapl es.

On January 30th, 2008, attorney for Louis A
DeNapl es voluntarily accepted service of this Order.

On January 31st, 2008, the Ofice of
Enf orcenment Counsel requested and received an Energency

Order placing conditions upon Category 2 Slots Licensee
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Mount Airy #1, LLC

On January 31st, 2008, Joseph D Amat o, General
Manager for Mount Airy #1, LLC, voluntarily accepted the
service of said Oder |ocated at M. Pocono,

Pennsyl vani a.

And pursuant to an Order, the Board schedul ed a
hearing on each matter schedul ed for today February 5th,
2008 at 10:30 a.m

The O fice of Enforcenent Counsel and counsel
for Mount Airy and M. DeNaples agree that these are the
facts and these facts should be submtted before the
Boar d.

CHAI RVAN Di G ACOMO COLINS:  Very good.

That exhibit is accepted?

MR, DONNELLY: It is.

MR PITRE: At this time, | would request
perm ssion to now offer what has been previously narked
as the follow ng exhibits for the record as they relate
to the Energency Order for Suspension of Principal
Li cense 1312 issued to Louis A DeNapl es.

It should al so be noted that these exhibits
have been provided to counsel for Munt Ary and
M. DeNaples, | believe, as has been submtted to the
Boar d.

The following listed exhibits are of fered:
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Marked previously OEC-1, request for an Emergency Order
for Suspension of Principal License dated January 30t h,
2008.

CEC-2 is a Tenporary Energency Order for
Suspensi on of Principal License and Proof of Service
dated January 30th, 2008.

CEC-3A is the police crimnal conplaint against
Louis A DeNaples dated January 30th, 2008.

CEC-3B is a Dauphin County District Attorney
press rel ease dated January 30t h, 2008.

CEC-3C is the Fourth Dauphin County
Investigating G and Jury Presentnent No. 6 dated January
23rd, 2008.

CEC-3D is the Fourth Dauphin County
Investigating Grand Jury Report No. 1 dated January
23rd, 2008.

CEC-4A is a statenment of condition notification
on behalf of Munt Airy #1, LLC, doing business as Munt
Airy Casino Resort dated January 30th, 2008.

And CEC-4B is a copy of the executed statenent
of conditions of Category 2 Slots Operator License No.
F-1311.

At this time, barring no objection from counse
for Louis A DeNaples, the Ofice of Enforcenent Counse

woul d request that the aforenentioned narked exhibits be
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noved into the record.

CHAI RVAN Di G ACOMD COLINS:  Counsel ?

MR. DONNELLY: We have no objection to them
being in the record. But we vigorously object to the
concl usions and statenments contained in the docunents
that emanated fromthe Grand Jury.

As to the docunents being into the record and
before the Board for its review, we have no objection.

CHAI RVAN Di G ACOMO COLINS:  Thank you. They
are accepted with your objection and with your
stipul ated purpose noted.

MR PITRE: The Ofice of Enforcenent Counsel
woul d now of fer what has previ ously been marked as the
following exhibits for the record as they relate to the
Emer gency Order placing conditions upon Category 2 Slots
Li cense No. 1311, Mount Airy #1 --

CHAI RVAN Di G ACOMD COLINS: How is that --
these are all marked CEC exhibits. Gkay. Go on

MR. PITRE: Yes. For the separate matter.

CHAI RVAN Di G ACOMO COLINS: Go on. Thank you.

MR PITRE: It should also be noted that these
exhi bits have been provided to counsel for Munt Ary
#1, LLC.

In this instance, CEC-1 is a request for an

Emer gency Order placing conditions upon Category 2 Slots
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Li cense.

CEC-2 is the Enmergency Order placing conditions
upon Category 2 Slots License.

CEC-3A is a police crimnal conpl aint against
Mount Airy #1, LLC, dated January 30th, 2008.

CEC-3B is a Dauphin County District Attorney's
press rel ease dated January 30th, 2008.

CEC-3C is the Fourth Dauphin County
Investigating Gand Jury Presentnent No. 6 dated January
23rd, 2008.

CEC-3D i s the Fourth Dauphin County
Investigating G and Jury Report No. 1 dated January
23rd, 2008.

CEC-4A is a statenment of condition notification
on behal f of Munt Airy #1, LLC, doi ng busi ness as Munt
Airy Casino Resort dated January 30th, 2008.

CEC-4B is a copy of the Executed Statenent of
Conditions to Category 2 Slot Operator License No.

F- 1311.

At this tine, barring no objection from counsel
for Mount Airy #1, LLC, the Ofice of Enforcenent
Counsel woul d request that the aforenentioned narked
exhi bits be noved into the record.

MR. DONNELLY: Wth the sane objections, Your

Honor, we will permt the docunents to be noved into the
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record.

CHAI RVAN Di G ACOMO COLINS:  Thank you.

They are accepted into the record --

MR PITRE Wth that --

CHAI RVAN Di G ACOMD COLINS:  -- on the sane --
with the same provisions.

MR PITREE Wth that, Chairman Colins--

CHAI RVMAN Di G ACOMO COLINS:  Just one npnent.

Sorry.
MR. PITRE: Ckay.
CHAI RVMAN Di G ACOMO COLINS: Okay. M. Pitre?
MR PITRE At this tinme, Ofice of Enforcenent
Counsel would like to call its first witness, Executive

Di rector Anne Neeb.
CHAI RMAN Di G ACOMO COLINS:  If you'll cone
forward and I'll ask that you be sworn since you're

testifying as a wtness.

ANNE LaCOUR NEEB, called as a w tness, being

duly sworn, testified as follows:

DI RECT EXAM NATI ON

BY MR PI TRE:

Q Pl ease state your name for the record?
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A Anne Neeb.

Q And you are enployed at the Pennsylvania Gam ng
Control Board, correct?

A Yes. |1'mthe Executive Director.

Q On January 30th, 2008, at ny request, you
signed an Order inposing an Energency Suspension of
Loui s DeNapl es, Principal License, correct?

A That is correct.

Q And on January 31, 2008, at ny request, you
si gned an Emergency Order inposing conditions upon Munt
Airy Casino and Resort, correct?

A That is correct.

Q After you signed these conditions, did you have
an occasion to travel to Mount Airy; and if so, for what
pur pose?

A Yes, | did travel to Mount Airy. | went with
Kevi n Hayes, who is the Director of Gami ng Qperations
for the purpose of neeting with the managenent staff,
the Audit Conmmittee, and representatives fromthe
| enders to discuss the effect of the Oder that | had
si gned, the Emergency Order.

Q And can you explain to the Board the type of
managenment team or what type -- explain the nanagenent
teamthat is currently in place regarding the day-to-day

operations at Mouunt Airy Casino?
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A Yes, | can. The original managenent teamthat
is in place consists of a Director of Qperations, a
Chief Financial Oficer, and then directors as set forth
in their internal controls, which we approved at the

initial opening of the conpany.

Those duties and responsibilities are still in
pl ace as are required by the gam ng -- our regul ations.
Q Can you discuss with the Board or explain to

the Board the Audit Conmittee and their purpose?

A Right. The Independent Audit Comrittee was --
is in place. They also met with us when we went right
after the Order was signed. That's a three nmenber
i ndependent panel consisting of Bradford Snmith, who is
the former Chairman of the New Jersey Casi no Conmmi ssion
Barbara Lang, who is an accountant who specializes in
casi no auditing; and Robert Peloquin, who is a forner
Federal prosecutor, who has served as security and
safety advisor for nultiple gam ng operations.

We had the opportunity to nmeet with themfor
several hours and go over the Orders, the Energency
Orders as in place.

W, additionally, gave them additiona
instructions and duties that we asked themto perform
until such tine that the Board could reviewthe

Tenporary Order of Suspension.
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Q Does the Audit Conmittee on a regular basis
prior to the -- prior to the neeting of the Emergency
Orders that you signed, did they have anything to do
wi th the day-to-day operations at Munt Airy Casino?

A No. The Audit Conmmittee is not the manager of
the casino, but the Audit Commttee does review -- is an
overseer, functions and managenent deci si ons pertaining
to anything that is of a regulatory nature but they are
not managenent. They are sinply there as -- for
oversight and to report their findings.

Q And if you know you can answer this question,
what was M. DeNaples' relationship regarding the
day-to-day operations at Munt Airy Casino?

A M. DeNaples is not listed in any managenent
role at the casino. He is a Principal Licensee and, as
| understand, listed as an owner of the property and
casi no.

Q Now, pursuant to ny request and the O der that
you issued with regard to the energency conditions that
were placed on Mount Airy, specifically, No. 8, you
ordered that a trustee be appointed by the Board to have
oversi ght of Munt Ary #1, LLC?

A Um hum

Q In your opinion, is a trustee needed for

day-to-day operations or is the Munt A ry managenent
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t eam capabl e of doing this?

A The purpose of a trustee is to serve in a
position in the capacity of an overseer, to be a |iaison
bet ween t he conpany, which includes managenent and
managenent deci sions and the Gaming Control Board and to
serve as the eyes and ears to the Board during the --
during the pendency of the suspension of the Principal
owner of the license.

Q And has your opinion changed as to whether or
not a trustee is needed in this instance?

A No. | do believe that a trustee would be
appropriate in a matter such as this.

MR. PITRE: | have no further questions.

CHAI RVAN Di G ACOMO COLINS: What we're going to
do now, | have a question. |'ll ask the Board if
there's any questions. Then I'll turn the w tness over
for Cross Exami nation.

Wul d you state for the record why or what the
reasons were for you signing the Tenporary O ders.

M5. LaCOUR NEEB: The O fice of Enforcenent
Counsel presented to me a request for the energency
suspensi on of the Principal Licensee here, Louis
DeNapl es, based upon the fact that M. DeNapl es was
i ndicted or presentnment was handed down by the Dauphin

County District Attorney.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

17

In that presentnment, there were allegations
made concerning M. DeNaples' veracity with the Board.

As a result of review ng that presentnment and
our rules and regul ations and the notion in request
provided to me by the O fice of Enforcenment Counsel,
thought it would be in the best interest of the
Commonweal th at that tinme to sign the Energency
Suspensi on of the Principal Licensee.

CHAI RVAN Di G ACOMO COLINS:  Thank you.

M. Gnty, any questions? Conmm ssioner @ nty?

COMWM SSI ONER G NTY: | don't have any
guesti ons.

CHAI RVAN Di G ACOMO COLINS:  Conmi ssi oner Soj ka?

COW SSI ONER SQJKA:  No questions at this tine.

CHAI RVAN Di G ACOMD COLINS:  Commi ssi oner
Ri vers?

COW SSI ONER RI VERS: No questi ons.

CHAI RVAN Di G ACOMO CCLINS:  Conmi ssi oner
McCabe, any questions?

COW SSI ONER McCABE: No questions yet.

CHAI RVAN Di G ACOMO COLINS:  Conmi ssi oner Coy?

COWMM SSI ONER COY:  No questions.

CHAI RVAN Di G ACOMO COLINS:  Conmi ssion Angeli?

COMM SSI ONER ANGELI:  Anne, in your experience,

have you ever been involved in an action of this nature.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

18

M5. LaCOUR NEEB: | have been involved in an
action wherein a trustee is appointed to oversee the
operation of a casino.

| have had some experience where some crim nal
charges were brought against Principals of casinos,
operating licensed casinos, not in Pennsylvania but in
Loui si ana.

COWMM SSI ONER ANGELI:  Thank you. No further
guesti ons.

CHAI RVAN Di G ACOMO COLINS:  Counsel ,

Cr oss-exam ne?

MR. DONNELLY: Just one questi on.

CROSS EXAM NATI ON

BY MR. DONNELLY:

Q M ss Neeb, do you have -- in your dealings with
t he managenent of Mount Airy, have you reached a
conclusion as to its conpetence?

A I"mreluctant to venture an opinion as to
conmpetence. However, | have had an opportunity to neet
wi th the managenent team and have had very in-depth
di scussi ons.

I have al so been able to view the financial

records of the conpany to see that it is perforning,
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performng well. Usually, that's a pretty strong
i ndi cator of the company's managenent deci sions.

Q Ckay. And during the neetings when you were up
there, did you also neet with staff of the facility?

A Yes, | did. Mself and our Director of
Operations spent at | east one, maybe two full days there
neeting with the key enpl oyees, which woul d be your
managenent staff and their subordinates for all areas of
casi no operati ons.

Q To your know edge, is the facility current with
its filings with the Pennsyl vania Gami ng Control Board?

A Yes, it's current with its filings.
Additionally, there are no open enforcenent actions
bei ng brought agai nst the casino for any viol ations of
internal controls.

MR, DONNELLY: That's it. Thank you very nuch.
CHAI RVAN Di G ACOMO COLINS:  Any Redirect?

MR. PITRE: One follow up question.

REDI RECT EXAM NATI ON

BY MR Pl TRE.
Q M ss Neeb, if a trustee was not appointed to
oversee the operations at Munt Airy Casino, can you say

what type of position that would put Mount Airy in with
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regard to its -- its sole nmenber being suspended, sole
nmenber of the LLC?

A Yes. Wthout having a trustee, the practical
situation here in viewing the entity that is the owner
of LLC -- of the LLC, M. DeNaples is the Principa
Li censee and the 100 percent owner.

In that, we have requested or | have requested
that he be renpbved fromthe operation of ganing

It would create a possible inpracticality to
continue with some sort of oversight if the Principa
had to be renoved.

This was one of the rationale actually behind
the request for the trustee to allow the business to
continue to operate with an individual who woul d serve
in a fiduciary position and oversee the operations of
the casi no and assi st nanagenent as needed or at |east
observe managenent deci sions bei ng made and hopi ng t hat
t hose deci sions would be made in the best interest of
the conpany and in the best interest of the
Commonweal t h.

CHAI RVAN Di G ACOMO COLINS: Thank you.

Yes, Comm ssi oner M Cabe?

COMM SSI ONER McCABE: | just have a question.
Is there anybody acting in that capacity now as overseer

of a casino?
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M5. LaCOUR NEEB: Yes. At the tine the O der
was signed basically, what happened was |I -- when | net
wi th managenent at the casino, | instructed themthat
any and all decisions and issues that cane about, they
woul d have to report to me directly as Executive
Director, which they have done. W' ve had an open
di al ogue every day nonstop. | would be happy to pass
that on to a trustee

COW SSI ONER McCABE: That's ny next question.
Then if a trustee is not appointed, do you stil
maintain that role as the overseer?

M5. LaCOUR NEEB: Well, if the trustee is not
appointed, it would be difficult because it would
i nvol ve sonme oversi ght.

W do have stepped up -- we have stepped up
sonme of our regulatory presence at the casino. CQur
casi no enforcenent agents are working, and we are
wor ki ng through sonme additional internal controls that
woul d be in place.

It would be quite difficult, to be honest, to
try to oversee a casino that is a couple hundred mles
away from Harrisburg; and, it places quite a burden on
staff.

COWM SSI ONER McCABE: Thank you

MR. PITRE: | just have one nobre question.
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BY MR PI TRE:

Q Is it safe to say that without putting a
trustee in place that the possibly the only other
alternative would be to suspend the license of the
casi no and possi bly shut down the casino?

A That woul d be an option and a decision for the
Board. Again, it's all about regulatory oversight is
the issue. | believe that the -- in order to affect the
regul ati ons and t he mandates that we have in our
regul ation, Act 71, it would be in the best interest to
appoint a trustee as overseer, as is conmonly done in
situations like this in gamng jurisdictions where for
what ever reason, there is sone sort of interruption in
t he ownership or a suspension of the owner or of major
Principals in a casino

CHAI RVAN Di G ACOMO COLINS:  Thank you. Very
good. Thank you.

Your next w tness?

MR PITRE: Susan Hensel.

CHAI RVAN Di G ACOMO COLINS:  Susan we're going
to ask you to take an oath, please.

SUSAN HENSEL, called as a w tness, being duly

sworn, testified as foll ows:

DI RECT EXAM NATI ON
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BY MR PI TRE:
Q Pl ease state your nane
A Susan Hensel .
Q And your place of enploynent?
A Pennsyl vani a Gami ng Control Board.
Q And what do you do at the Board, Susan?
A I'"'mthe Director of Licensing.
Q Now, you have heard sone testinmony with regard

to a trustee today. What, if any, license would be
required of this trustee should the Board decide to
appoint a trustee in this instance?

A Because a trustee woul d have oversight over the
activities of a licensed entity, the trustee would be
required to be licensed as a Principal.

Q And what type of application would be required
for that |icensure?

A A Principal is required to conplete a
mul ti-jurisdictional personal history disclosure form
and a Pennsyl vani a suppl enent to that form

Q And that would need to be filed with your

of fice?
A That is correct.
Q Now, can a potential trustee get a tenporary

credential; and if so, what is the procedure for that?

A The Board's regul ations provide for tenporary
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credentials to be issued to Principals, and the
procedure for that is for the Principal to submt both

t he personal history disclosure formand the

Pennsyl vani a suppl ement that | nentioned, for the

Princi pal applicant to be photographed and fingerprinted
by the State Police and for a crimnal check to be run
on that person's fingerprints.

Provi ded that no issues cone back regarding
that check of the fingerprints, the applicant is
eligible for a tenporary credenti al

A tenporary credential issued by the Bureau of
Licensing is in effect for 120 days and is renewabl e.

Q Now, during the tinme that this -- after the
tenporary credential is issued, what happens to the
application of the trustee?

A The application goes through the ful
i nvestigatory process, that begins with the Bureau of
Li censing conducting its review of the application to
ensure that all information that is required to be
provi ded has been provi ded.

Once the Bureau of Licensing is satisfied that
the application is conplete, it's handed off to the
Bureau of |nvestigations and Enforcenment for
i nvestigation.

Once the investigation is conplete, a report
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comes back to the Bureau of Licensing, which prepares a
background investigation and suitability report for the
Board. Then the Board takes action on whether or not to
approve a pernanent |icense.

Q And do you feel confident that the regul ations
promul gated by the Board and the Act provide for the
licensure of the trustee as a Principal?

A | do.

MR. PITRE: | have no further questions.

CHAI RVAN Di G ACOMO COLINS:  Very good. Let ne
ask the Board if there are questions.

Commi ssi oner Angel i .

COMM SSI ONER ANGELI: Just one question. How
many people are already Principal applicants at Munt
Airy?

M5. HENSEL: W currently, | believe, have one
Princi pal Licensee at Munt Airy.

COW SSI ONER ANGELI: That's all?

MS. HENSEL: That's it.

CHAI RVAN Di G ACOMO COLINS:  Conmi ssi oner Coy?

COW SSI ONER COY: No questi ons.

CHAI RVAN Di G ACOMO CCOLINS:  Conmi ssi oner
M Cabe?

COWMWM SSI ONER McCABE: No questi ons.

CHAI RVAN Di G ACOMO COLINS:  Conmi ssi oner
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Ri vers?

COW SSI ONER RI'VERS:  No questi ons.

CHAI RVAN Di G ACOMO COLINS:  Conmi ssi oner Soj ka?

COWM SSI ONER SQJKA:  No questi ons.

CHAI RVAN Di G ACOMO COLINS:  Conmi ssioner G nty?

COMM SSI ONER G NTY:  No questi ons.

CHAI RVAN Di G ACOMO COLINS:  Very good.

Cross-exani ne, M. Donnelly?

MR. DONNELLY: | have no questi ons.

CHAI RVAN Di G ACOMO COLINS:  Very good. Thank
you.

Do you have any other w tnesses?

MR PITRE: No, ma'am

CHAI RVAN Di G ACOMO COLINS:  Very good.
M. Donnelly, at this point, you may begin your
present ation.

MR. DONNELLY: Thank you. Wth ne today is Don
Shiffer of the firmof Wight and Rei hner; Richard
Sprague of the firmof Sprague & Sprague and M chael
Sklar with ny firm

Thank you for the opportunity to appear today.
W're here in tinmes of --

CHAI RMAN Di G ACOMO COLINS: Do you have
Wi t nesses?

MR. DONNELLY: | do. | have one wi tness.
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CHAI RVAN Di G ACOMO COLINS: Okay. Then I'm
going to ask you to nake a brief opening, have your
wi tness, and then nmake a nore conprehensive closing, if
that suits you.

MR. DONNELLY: That is fine. Thank you.

CHAI RVAN Di G ACOMO COLINS:  Thank you.

MR, DONNELLY: | will address today a nunber of
things, what is going on at the casino currently through
Joe D Amato, who is the Chief Executive Oficer and talk
a bit about the Audit Committee, what is in place now as
terns of governance, some of the experiences that other
casinos in this position have, and also M. Sprague wll
address sonme of the allegations that we very vigorously
have and continue to object to that have been placed in
the record by the Dauphin County Grand Jury.

Wth that, | will call Joseph D Amato.

JOSEPH D AMATO, called as a witness, being duly

sworn, testified as foll ows:

DI RECT EXAM NATI ON

BY MR DONNELLY:

Q Good norning, M. D Amato.

A Good nor ni ng, John.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

28

Q What is your position at Muwunt Airy?

A I'"'mthe Chief Executive Oficer of Mount Airy
Casi no and Resort.

Q Can you give the Board sone of your background
prior to your joining with Mount Airy?

A | have approximately 38 years of financial and
adm ni strative experience. Beginning of ny career, |
was in public accounting with one of the, then,
bi g- ei ght accounting firnmns.

| spent about 10 or 11 years in the hospitality
i ndustry. Subsequent to that and for the past 25 years,
I'"ve been in the gam ng industry.

| started with the Gol den Nugget in Atlantic
Cty and worked with Bally's in Atlantic City, with the
Trunp Organi zation in both Gary, Indiana and Atlantic
Cty and with Resorts International based in Atlantic
Cty, four and a half years with Seneca Gamni ng
Cor poration, which was a Native American operation up in
western New York. For approximtely a year now, |'ve
been in this position with Munt Airy.

Q As part of your duties, did you assenble a team
to assist you in the operation of the casino?

A Yes, | did.

Q Can you tell ne briefly about who is on that

t eanf?
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A Yes. It's a teamw th over 200 years of gam ng
and hospitality experience. TimYahn is our Director of
Sl ot Operations with approximately 27 years, | believe.

Jacki e Bl ower, our Executive Director of
Mar keting has approximately 30 years in gam ng

Qur Director of Resort Qperations, Mary Rakus
has approxi mately 25 years in the gamng industry.

It's replete with people even in the
adm ni strative area, our Executive Director of
Adm ni stration, which handl es certain admnistration
areas, as well as human resources has 25 years.

W' re a seasoned group of executives that know
how to run an organi zation of this type.

Q Have you been presented with the Enmergency
Orders that were entered by M ss Neeb?

A Yes.

Q And are you aware of your obligation under that
Emergency Order with regard to M. DeNaples' ability to
gain access to information regardi ng the busi ness
operations of Mount Airy?

A Yes, | do. And | have al so passed that nessage
on to the managenent staff as well.

Q And what is your understanding of the current
stat us?

A Yes. W are to have no contact at all nor is
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he permitted to be on the property. W cannot discuss
any operational type of issues with himor any nmatters
pertaining to the casino and hotel operations.

Q You understand that would be directly and
indirectly?

A That is correct.

Q Tell us, if you will, M. D Anato approxi nately
how many enpl oyees are presently at Mount Airy?

A We have approxi mately 900 of enpl oyees which
nost of themare full-tinme enpl oyees.

Q About what is the payroll on a weekly basis?

A Payroll with benefits is a little bit north of

$500, 000 a week.

Q Do those enpl oyees have benefits?
A Yes. W have a conprehensive benefit program
i ncludi ng nedi cal, dental, 401K, |ife insurance,

disability, and those types of itens.

Q Approxi mately how nmuch in paynents to the |ocal
and non-| ocal vendors does the casino nmake on a nonthly
basi s?

A Not including the construction that is in the
final phases approximtely 750 to $800, 000 a week.

Q Approxi mately, what do you estimate your rea
property taxes of the property to be?

A They are probably, since we haven't done a
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final assessnent fromthe |ocal township yet, we believe
it will be north of two mllion dollars.

Q Do you have an idea of what the -- the facility
is paying in gamng taxes to the Conmonweal t h?

A It's approximately 21 million dollars, which
also includes a -- | believe it's a 1.4 mllion dollar
| ocal share that we recently paid.

Q For the casino to be closed, all of those
paynments woul d cease?

A That is correct.

Q Let me talk a bit about the Audit Commttee.
Have you, yourself, personally met with the -- the
| ndependent Audit Committee that was appointed to
oversee the operations of Munt Airy?

A Yes, | have.

Q Dd you neet with themlast week when M ss Neeb
was present?

A Yes, | did.

Q During the course of those neetings, are you
aware as to whether the Audit Conmittee has net with the
person operating the internal audit for the conpany?

A Yes, they have net with him

Q Did they neet with that man publicly and
privately?

A Mostly privately. There was some general
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di scussion. Then |I was asked al ong with anyone el se
attendi ng the neeting that was, you know, in rmanagenent
to | eave the neeting.

Q What are the responsibilities of the Departnent
of Internal Audit at Mount Airy?

A It's primary focused on regul atory conpliance
and al so on adnministrative and financial conpliance.
Their No. 1 responsibility is that the procedures and
the controls we have in place comply with all of the
rules and regul ations of the Gami ng Act and the Board.

Q Did the Audit Conmittee also neet with the
Director of Surveillance privately and publicly?

A Yes.

Q And can you tell us what the responsibilities
are of the Director of Surveillance?

A Director of Surveillance has oversight over all
of the camera operations on the gamng floor, as well as
sonme of the non-gam ng areas.

Again, part of that surveillance is to ensure
the integrity of the games and the internal controls and
t he processes we have conply with all rules and
regul ati ons.

Q And as with Internal Audit, were you excused
fromthe neeting to neet with the Director -- so that

the Audit Comrittee could neet privately with the
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Director of --

A Yes. And also to that -- their nmonthly reports
go directly to the Gam ng Board wi thout ny review

Q Reports of the Audit Conmttee -- Interna
Audit and Surveillance?

A That is correct.

Q And did the Audit Commttee nmeet with the Chief
Financial O ficer during its neetings?

A Yes, they did.

Q And how about the -- well, they nmet with you,
the CEO Did they neet with the head of security?

A | believe they met with probably every critical
menber of the nmanagenent teamincluding certain people
in the financial areas.

Q | understand the conpany is in the process and
may have al ready created an anonynous 800 nunber where
persons can call the Audit Committee directly to report
any wongdoing that they are aware of; is that correct?

A That is correct. | don't believe its been
finalized yet, but we are in the process of establishing
t hat .

Q G ven the recent events, did the Audit
Committee ask you for nmore intense reporting to then?

A Yes.

Q And what did they ask you for, just |ast week?
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A I would have to supply themw th daily cash
reports, obviously, the nmonthly financial reports, any
reports given to the Ganming Board and things of that
nat ure.

Q Budget s?

A Ch, yes and budget information.

Q Now, is that |ndependent Audit Conmittee -- can
you estimate how nmany tel ephonic or in-person nmeetings
t hey have had since Cctober 16th?

A | believe we have had three in-person neetings
and probably four to six tel econference calls.

Q Now, al so, you' re aware fromthe Energency
O der that the -- Mss Neeb entered that the Audit
Committee was to see to it that -- to begin the process
of creating i ndependent banking accounts; is that
correct?

A That is correct.

Q Did the Audit Conmittee undertake that
obl i gation?

A Yes, they did.

Q As | understand the Order and tell nme if your
understanding is the sane that the Audit Committee is
responsi ble for creating an escrow account where any and
all profits that woul d have ot herwi se have gone to M.

DeNapl es nust now go into this escrow account; is that
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correct?

A That is correct.

Q And that escrow account is a control of the
Audit Conmittee, which is, in turn, in the O der under
t he super control of Anne Neeb; is that correct?

A That is correct.

Q So, no nonies, as you know, no profits would be
able to leave that facility and go to Louis DeNaples; is
that correct?

A No profits, no conpensation of any Kkind.

Q Al right. Now, that's the escrow account for
profits. What about the operational accounts --

A Yes.

Q -- is the Audit Committee under M ss Neeb's

Order or the Board's Order to create a new operational

account ?

A Yes.

Q Is the Audit Comm ttee responsible for creating
t hat ?

A Yes.

Q As with the escrow account for profits, is it
your understanding that M ss Neeb has ultimte control
over that operational account through the Audit
Conmi tt ee?

A That is correct.
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Q Has the Audit Conmittee, to your know edge,
reported to -- is it presiding -- presenting to the
Board its m nutes?

A Yes.

Q Has the Audit Conmittee -- do you know --

Well, strike that.
MR DONNELLY: That's all | have of this
Wi t ness.

CHAI RMAN Di G ACOMO COLINS: Cross-exam ne?

CROSS EXAM NATI ON

BY MR PI TRE:

Q M. D Amato have you ever been in a situation
like this?

A No.

Q You' ve been -- I'mfamliar with you. | know

you' ve been around quite a while. You've never run
across anything like this?

A I would say |I'mexperienced. Yes. | would --
just to answer your question is that | understand
conpliance with the Orders and the directives of the
Gam ng Board and our -- and our conmitnent to not only

the letter of it but the spirit of it and we will

compl y.
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Q I nean, you wouldn't put your reputation, your
i cense, your career in jeopardy?

A No. Let nme -- because |'ve been licensed in
four states and four jurisdictions. It is a privilege
to work in this industry.

| don't have a right. |If you have your |icense
revoked, it has inplications to your career and ot her
things. That's the advice | give ny staff. [|'mon the
tail end of ny career. There's still a lot of people
working with me that have a few nore years to go.

My advice to them we follow not only the
letter but the spirit of the rules. That goes for al
of the rules and regul ations of the Gami ng Board.

Q If you can explain briefly M. DeNaples'

i nvol venment at Mount Airy Casino and Resort prior to the
suspensi on.

A M. DeNaples had linmted involvenent on a
day-to-day basis. W talk nore on a strategic basis.

It wasn't unusual for owners of that type, | mean, we
woul d tal k about certain things that were going on on
the property but he left the decision making on a
day-to-day basis to nyself and ny staff.

Q And do you feel confident that you can continue
maki ng t hose day-to-day operational decisions wthout

t he presence of M. DeNapl es?
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MR. PITRE: | have no further questions.

CHAI RVAN Di G ACOMO COLINS: M. D Amato, | have
a few -- | have one question. In the managenent team
part of the managenment team of Mount Airy consists of
M. DeNapl es' daughter, Lisa DeNaples; is that correct?

MR. D AVATO  Yes.

CHAI RMAN Di G ACOMD COLINS: Al right. And
woul d you state please and explain to us what her title
is, what her job function and role is in the nmanagenent
makeup of the casino?

MR D AVATO Yes. M ss DeNaples is Vice
President of | believe it's design and construction.

She has been actively involved in the design and the
construction elenents of the casino and will continue in
that role.

I have obviously included her in sone of the --
all of the key executive neetings that I hold so that
she knows what is going on because | do believe she is
licensed as a Principal. So, | keep her infornmed on
what is going on on the property.

CHAI RVAN Di G ACOMD COLINS: In ternms of the
Tenporary Order that is in effect, which is essentially
a Stay Away Order and a severing of comuni cations

regardi ng the business of this casino between M.
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DeNapl es and the managenent staff, as the CEO of the
entity, how have you addressed that issue with Lisa
DeNapl es.

MR D AVATO | had a private neeting with her.
W had a frank discussion as to what the Order nmeant. |
think we concur and we agree that the key el enment for us
right nowis to protect the |Iicense going forward and
that violations of the license could have ramfications
significantly beyond what is current right now

So she has a clear understanding, not only from
me but she knows that she cannot have those type of
di scussions with her father, M. DeNaples.

CHAI RVAN Di G ACOMO COLINS: Let's talk plainly.
What did you nmean by ramfications when you had this
di scussion with her?

MR. D AMATO She, again, here deals, one, with
her own license to be in the gaming industry. Nunber 2,
ram fication could be that the Board decides to suspend
the license of the operations, the operating casino.

CHAI RMAN Di G ACOMD COLINS:  Ckay.

Commi ssi oner G nty, any questions?

COWMWM SSI ONER G NTY:  Just one. Wo do you
report to now?

MR D AMATO Wl --

COMM SSI ONER G NTY:  Wio do you consi der that
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you report to?

MR D AVATO It's a good question. Right now,
I have an interface with the Independent Audit
Committee, obviously. | do talk with M. Donnelly. |
al so, when required, will discuss things with Mss Neeb
because the Order said for certain itenms until a trustee
i s appointed, she will have sone oversi ght
responsibilities.

My key right nowis trying to run the business
on a day-to-day basis, keep it going forward.

COM SSIONER G NTY:  You're still going to have
to deal with strategic business, as well as financing
obligations?

MR. D AVATO Absolutely. Absolutely.

COMM SSI ONER G NTY:  Ckay.

COW SSI ONER SQJKA:  One smal |l question. In
addition to Dr. Lisa DeNaples, are there other nenbers
of M. DeNaples' inmediate or extended famly in the
managenent or on the payroll of Munt Ary?

MR. D AMATO No. One of the daughters,
Dom ni ca, has a consulting agreenent. She hel ps us out
in the retail area

G her than that, she has no involvenent in the
managenent. W have no di scussions with her regarding

anything strategic or marketing or anything of that
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nat ure.

CHAI RVAN Di G ACOMO COLINS:  Commi ssi oner
Ri vers?

COW SSI ONER RI VERS:  Yes.

You have outlined sone of the areas that you
have been asked to performby the Auditing Comm ttee.
What ot her changes have been taking place since this
action?

MR. D AMATO The key change has been that the
-- about the contact with the owner and the | ack of any
additional contact or information flow ng, things of
that nature.

From a day-to-day basis, we are just noving
forward. | feel very confortable in that area. W are
just trying to nove forward, and that is just ny
direction to keep the operations going.

COW SSI ONER RI VERS: Has there been a change
in nmorale in the attitudes of any of the enpl oyees?

MR D AVATO No, sir. | think one of our jobs
and one of the things | told the managenent teamri ght
fromthe start is that we had to becone nore visible on
the property and nake certain that we were avail abl e.

The nmessage went through the managenent team
that if any enpl oyees had any i ssues or concerns that

they felt free to cone into ny office or into any
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managenent office to discuss themand we were avail abl e.
That's the tack we're taking; business as nornal.

COW SSI ONER RI VERS:  Thank you.

CHAI RVAN Di G ACOMO COLINS:  Commi ssi oner
M Cabe?

COMWM SSI ONER McCABE:  Yes, | have a couple. |,
too, have the sanme concern as Judge Colins did about
Li sa.

Have you put in place any internal controls
wi thin your systemto control any type of discussions
with M. DeNapl es?

MR. D AMATO Nothing formal. | have been
waiting for the Final Order to cone out. At that point
intinme, it was ny intention and, in fact, | have
nmeetings schedul ed at 5:00 today and t hen another one
9: 00 tonmorrow norning with nmanagenent staff and that a
letter would go out to all enployees specifically
stating what the Order -- the final conditions placed on
us were and that would be issued to all enployees.

COW SSI ONER McCABE: | have a question on
anot her area on the escrow accounts for the profits. W
keep on referring to the profits of the casino.

Mount Airy consists of a hotel, restaurant,
golf course. Wiere are those profits going? Are they

going into these escrow accounts?
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MR. D AMATO No, sir. Fromny understanding
of profits is what the conbined operation would yield
after all expenses are paid. The revenues and the --
the cashes fromthe revenues are deposited into a
regul ar banki ng account. W pay our bills.

So, at the end of the day or the end of the
year, if we have net inconme, those type of -- if we had
made any distribution during the year to
M. DeNaples, it would have to go into that type of
account .

COW SSI ONER McCABE: That is my concern. |Is
M. Louis DeNaples profiting at all fromthe hotel, from
the restaurants, fromthe golf course?

MR D AMATO In an overall basis, yes. But at
this point, we are not generating net inconme because of
t he preopeni ng expenses during fiscal year 2007.

So, we are actually -- we will operate at a net
loss on the -- but M. DeNaples has not -- | can tel
you has not taken any funds out of this conpany
what soever since | have started over a year ago.

COW SSI ONER McCABE:  Thank you

CHAI RVAN Di G ACOMO COLINS:  Conmi ssi oner Coy?

COWM SSI ONER COY:  Thank you

M. D Amato, just to repeat, | believe, on the

nunber of enployees currently at Munt Airy?
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MR D AMATO Yes. It's approximately 900. |
think it's alittle less than that, sir.

COW SSI ONER COY: Do you have any idea of how
many of those, the percentage, woul d be Pennsyl vani a
resi dents?

MR D AMATO | believe alnost in the high 90
percent. W have very few out-of-state enployees.

COMWM SSI ONER COY: Do you have any idea of the
total annual payroll then?

MR D AVATO Yes, sir. |It's approximtely --
like | indicated, it's a little over 500 with benefits.
So, it would be approximately 26 to 28, 29 mllion
dollars a year.

COVMM SSI ONER COY: 26, 28 nmillion dollars per
year. They -- a vast mmpjority are payi ng Pennsyl vani a
taxes and are Pennsyl vani ans who are enpl oyed?

MR D AMATO That is correct, sir. Mst of
them are al so | ocal Northeast Pennsyl vani a residents.

COM SSI ONER COY:  I'Il ask you a question, |
don't know whether you -- it seens you have becone a
little bit of an expert on a |lot of things quickly.

Do you think those people would be able to find
gai nful enmploynent quickly or at all in the area if the
casi no operation were to be ceased?

MR D AMATO That's a very difficult question
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for nme to answer.

COW SSI ONER COY: I n your expert opinion?

MR D AVATO | think it would take sone tine
because | think we were a major expansion of the
hospitality and entertai nnent business in the region

I don't think there's anything even renpotely
equi val ent to us that has been built in the area,
perhaps Great Wbl f; but for the nost part, it would
require another -- either all of the other enployers
taking on 8, 900 enpl oyees or some other mgjor industry
comng in to enploy them

COW SSI ONER COY: M. D Amato, | think the
Board at least at this point is relying upon you for
your independence and your personal integrity to see
that the operations continue at Mount Airy.

Does this Board have your assurance that gam ng
operations are operating with integrity at Mount Airy
and can the Commonweal th and its citizens be continually
assured of this type of operation today?

MR. D AMATO Yes, sir. | pledge that. | do
that not only for nmyself but for all of the enpl oyees
that | have and for the nmanagenent team

W will -- as | indicated here earlier, we wll
comply not only with the letter but the spirit of the

directives given to us.
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COW SSI ONER COY:  And M. D Amato, does this
Board have your absol ute assurance that you wl|
continue to operate and rmanage the casino under the
directions of the Board w thout any control or influence
of M. DeNapl es?

MR D AMATO Yes, sir. | have an obligation
that if sonething goes amiss to report it. And I'll
speak for nyself here, ny personal integrity is very
i mportant.

COW SSI ONER COY: Do you under st and,
M. D Amato, that the Board has the right to revoke any
i censed individual who would violate any of the rules
or Orders of this Board and al so i npose significant
fines for nonconpliance?

MR. D AMATO  Yes, sir.

COWMWM SSI ONER COY: Do we have your assurance
that all other business connections involving M.
DeNaples at this facility will also be severed?

MR D AVATO Yes, sir. | hope -- is that
directly with his businesses and things of that nature?

COW SSI ONER COY:  The question infers any
connecti on.

MR D AVATO Including any famly rel ation?

COWM SSI ONER COY:  Yes.

MR D AMATO Ckay. | was not under that
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understanding, but I will -- if that's the directive of
the Board, | will conply.

COWM SSI ONER COY:  1'mnot certain what the
direction of the Board will be yet; but if it is in that
di rection, whichever direction, do we have your
assurance that you will carry out the Orders of the
Board without question?

MR. D AMATO  Yes, sir.

COWM SSI ONER COY: The ATMs that are on the
fl oor of the casino, which bank are they affiliated
wth?

MR D AVATO It's actually an Ohio-based bank
that we -- we have two. One with PNC Bank and anot her
one is with Chio State Bank or Chio Bank that has an
affiliation with M. DeNaples' bank.

W have already notified themthat they have to
sever that relationship and they have to cone in and
pl ace their own | ogos and things of that nature on those
ATM machi nes.

COWM SSI ONER COY:  How soon can the Board
anticipate that that process will be conplete?

MR D AVATO |'m hoping fromnot only that
avenue but also all of the banking rel ationships
somewhere between 30 and 60 days to sever, to set up new

accounts, and get the people in here and sever all of
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the rel ationshi ps.

W'll do it on an expedited basis. |'mwaiting
for the information fromone of the banks we have
al ready contacted to take over the accounts so we can
get that process started.

COM SSI ONER COY:  And M. D Amato, | might ask
t he question, do you -- you continue to understand that
this Board expects your full conpliance with its O ders?

MR D AVMATO  Yes, sir.

COW SSI ONER COY:  Thank you

CHAI RVAN Di G ACOMO COLINS:  Commi ssi oner
Angel i ?

COMM SSI ONER ANGELI: | would Iike to go back
to Comm ssioner McCabe's conmment. |'mtrying to
understand that there's the casino and its funding from
the casino and the revenue fromthe casino and then
there are the ancillary organi zations; the hotel and
golf and all of these other things that may occur. Are
t hese separate accounts?

MR. D AMATO W operate on a departnmental
basis. So, we'll have departnent reports based on
segnent s of business.

But froma cash viewpoint and deposits, it goes
i nto one bank account. Then we pay bills whether they

are casino-related or hotel -rel at ed.
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Al'l of the operating departments are conbi ned.
You have your administrative and marketing costs. Then
you have what -- after you -- your interest cost and
depreci ati on, what you call either net incone or net
profit. It's on a conbined basis.

COVMM SSI ONER ANGELI: As you nove forward,
realize your accounts for |ast year were really not that
great; but as you nove forward, that will be a total
profit that is put somewhere?

MR D AVATO That is correct.

COWMM SSI ONER ANGELI:  And those profits after
all operations are concerned are to be put in the escrow
account s.

MR D AMATO That is correct. The casino
operations normally pays for a substantial piece of al
of the other expenses incurred by the operations
especially on the nmarketing and the adm nistration
si de.

So at the end, we always report net income on a
consol i dated operations basis, not on individua
reporting lines or individual departnents.

So, at the end of the -- whatever the period
the Board deens necessary, we nornmally reinvest under
the direction of M. DeNaples.

For us, it was to reinvest the noney back into
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t he busi ness and pay down debt. It was not about him

t aki ng nmoney out because he had nmade a conmitnent to say
that one of the things he wanted to do was pay down the
debt as rapidly as possible.

So, if you're taking cash out of the business,
which is net incone, however you want to describe it,
you reduce that ability to pay down debt.

One of his -- he has told nme several tines. He
has said, Joe, as we get nore and nore profitable, he
wants to pay down the debt.

COWM SSI ONER ANCELI @ That woul d nean al so, as
you nove forward, you're going to nmake -- soneone is
goi ng to make decisions as to things that have to be
changed or expansions or things of that nature --

MR D AMATO That is correct.

COWM SSI ONER ANGELI @ -- woul d come out of that
general fund for the hotel, for everything?

MR D AVATO  Yes, sir

COWM SSI ONER ANGELI:  No further questions.

CHAI RVAN Di G ACOMD COLINS: M. D Amato, I
understand or | have heard that the entity pays about
1.45 mllion per week in taxes out of the revenue. Does
that sound about right to you?

MR. D AVATO  Yes.

CHAI RVAN Di G ACOMO COLINS: Al right. Very
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good.

Any Redirect?

MR. DONNELLY: Yes. | have a couple of
guesti ons.
BY MR, DONNELLY:

Q Just to make it perfectly clear to the Board,
we understand that all profits however they enmanate are
in that escrow account?

A Yes.

Q M. D Amato, are there also -- as to the
operations, are there also covenants fromthe | enders
that the business nust follow?

A Yes.

Q And does that |limt the kind of strategic
deci sions that the conpany can engage in?

A Yes.

Q And you need the approval of the lenders to do
such things?

A That is also correct.

Q Do | also understand that you need the approval
of this Board for strategic capital decisions that would
af fect the | endi ng?

A Yes.

Q Have you nmet with the | enders of the property?

A Yes, we have net with the lenders probably in
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the | ast week three tines.

Q Are they aware of the Orders, as well, the
tenporary Orders?

A Yes.

Q Let's talk about Dr. DeNaples, M. DeNaples'
daughter. Do you recall a neeting where the Order was
di scussed anong your various officers and directors of
your departnment?

A Yes.

Q And were they advised as to what the Order
requi red?

A Yes.

Q And were they advised by counsel and others
that they nust follow that Oder?

Yes.

Was she present at that Order?

> O >

Yes, she was.

Q Was she advised -- and did all of your people
i ncluding M ss DeNapl es acknow edge that they understood
the Order and woul d abide by it?

A Yes.

Q Do you understand that they -- was it your
under standi ng that they, including Mss DeNaples, are
fully aware of the scope of the existing Orders?

A Yes.
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Q And if there are new Orders that conme out, do
you intend to make everyone aware of precisely what the
Board has ordered themto do in this case?

A Yes. It is our intention to conply with the
directives and conditions placed on us by the Ganing
Boar d.

Q Is there any doubt in your mind that everybody
at that property and at the executive level is
completely and fully aware that they are prohibited from
di scussi ng the business operations of the facility with
M. Louis DeNapl es?

A Yes.

Q And followi ng up on another question --

COW SSI ONER COY:  Just a minute. You said is
there any doubt in your mnd and the answer was yes.
MR D AMATO No. Meaning there was no doubt
inm mnd. Thank you.
BY MR DONNELLY:

Q Fol | owi ng up on anot her question. Do you
understand that all that -- is the conpany in the
process of severing all ties with National Comunity
Bank pursuant to the Emergent Orders?

A Yes.

Q What ever they are?

Yes, we will sever all ties.
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Q Is it -- are you aware that you are to sever
al |l business rel ationships so that none of the
busi nesses that M. Louis DeNaples is involved in do

busi ness with the casino operations?

A That is correct.
Q You are in the process of doing that?
A Yes.

Q And back to the day-to-day operations, how have
operati ons been since these Orders were issued?
A It's been -- other than some of the neetings we
have had, it's been extrenely normal business as usual.
W had a fantastic Saturday night, and we just
need weather to cooperate, a little less fog and snow
and ice would be beneficial for us.
MR. DONNELLY: Thank you.
CHAI RVAN Di G ACOMO COLINS: Al right.
Now, M. Petri, would you like to nake a
statenent at this point, a closing statenent?
MR PITRE: Chairman Colins, | would like to
call Susan Hensel back to the stand to clarify a
statenent she nmade in response to a question
CHAI RVAN Di G ACOMO COLINS:  Very good.
MR PITRE: | believe it was Conmi ssioner
Angel i that posed the question with regard to Princi pal

Li censes at Mount Airy Casino. | think Susan would like
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to clarify that.

M5. HENSEL: Yes, | would clarify that in
addition to M. DeNaples' Principal License, we do have
three Audit Comm ttee nenbers that have been |icensed as
Princi pal s.

W also initially licensed two ot her
Principals, but they have since petitioned the Board for
surrender of their |icenses.

CHAI RMAN Di G ACOMD COLINS: Al right. Thank
you.

Any questions for Mss Hensel ?

MR. DONNELLY:  No.

CHAI RVAN Di G ACOMO COLINS:  Very good.

G osing statenents M. Pitre?

MR PITRE: In closing, Chairman Colins, |
think that the facts continue to warrant the suspension
of M. DeNaples in this instance.

I think that the facts warrant continued
condi ti ons placed upon Mount Airy along with the
pl acenment of a trustee over the property.

In that regard, the Ofice of Enforcenent
Counsel would file two notions this norning. One notion
is to continue the Emergency Suspension of
M. DeNaples' Principal License and inposing conditions

upon that suspension, that notion has been submitted to
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the Board for its review

Anot her notion that has been filed is to
continue the conditions inposed upon the Category 2
Slots License with the appointnent of a trustee with the
basis being that M. DeNapl es being the only Principal
Li cense issued in that regard at Mount Airy #1, LLC,
aside fromthe Audit Conmittee nmenbers.

I think it's in the best interest of the
Commonweal th to keep the casino open with the anmount of
tax revenue that has been generated at the facility and
t he nunber of individuals that are enployed at the
facility, | think it would do a disservice to the
Commonweal th to suspend the license of the Category 2
Slots License in this instance.

Additionally, | believe that because
M. DeNaples did not have involvenent in the day-to-day
operations at the casino, | don't think that this would
pose any type of burden in the day-to-day operations of
t he casi no.

And with that, the Ofice of Enforcenment
Counsel would request that with regard to the suspension
of M. DeNaples that all profits fromthe ganing revenue
due to M. DeNapl es earned during his Principal License
suspensi on be placed in an escrow account at a financi al

institution not associated with M. Louis DeNaples or
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any of his famly nenbers and Mount Airy #1, LLC s,
Audit Conmittee shall cause this escrow account to be
establ i shed.

Addi tionally, we would request that
M. DeNaples is prohibited fromreceiving any
conmpensati on, consideration, or distribution generated
by the slot machines or the anmenities |ocated at Munt
Airy #1, LLC, during the suspension.

Al'l such compensation, consideration, or
di stribution shall be placed in the escrow account
established by the Audit Conmttee.

We further request that M. DeNaples continue
to be excluded fromentering the property enconpassi ng
Mount Airy Casino and Resort during the suspension
period until otherw se ordered by the Board.

W request that M. DeNaples is prohibited from
exercising any control in any capacity relating to the
busi ness operations at Mount Airy Casino and Resort.

W request that M. DeNapl es not have any
contact with any Mount Airy #1, LLC, Principals,

Li censees, Permittees, or Registrants regarding the
busi ness operations at Mount Airy Casino and Resort or
its amenities.

W al so ask that any authorizations of any

type, any powers of attorney, or any other agreenents
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regarding the control of Munt Airy #1, LLC, regardless
of when or where or by whomthese were executed, we ask
that they be unenforceable unless and until such powers
of attorney or other agreenents are approved by the

Boar d.

Wth that regard, we ask that the suspension of
the |icense continue.

Wth regard to the conditions that we're
requesting continue to be inposed upon the Category 2
Slots License of Mount Airy #1, LLC, we request that the
Audit Committee shall imrediately cause to be set up
operati onal accounts and escrow accounts at a financial
institution not associated with Louis DeNaples or his
fam |y nenbers.

W request that the Audit Committee shall have
oversight of all operations -- shall have oversight of
all operations and the Board's Executive Director or
ot her person deenmed appropriate by the Board shall have
oversight over the Audit Conmittee.

We request that all profits fromgam ng and
non- gam ng revenue due to Mount Airy Casino and Resort
earned fromthis date forward shall be placed in the
af orenenti oned escrow account.

We request Mount Airy Casino and Resort's

exi sting executive managenent or any other person deened
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appropriate by the Board shall utilize all necessary and
all newly established operational accounts to pay any
and all operational expenses, taxes, debts services of
Mount Airy Casino and Resort, all sunms due to the
Commonweal t h, invoices presented by the Pennsyl vani a
Departnment of Revenue, and fees and invoices presented
by the Board.

W al so ask that any person authorized by the
Board shall provide notice to the Board s Executive
Director or another person deened appropriate by the
Board and the Audit Committee prior to making any
expendi tures fromthe af orenenti oned escrow account, not
specifically set forth above.

W ask that the Audit Committee not pay Louis
DeNapl es any conpensation, consideration, or
di stribution generated by the sl ot machines or anenities
| ocated at Mobunt Airy Casino and Resort until further
ordered by the Board.

Al'l such compensati on, consideration, or
di stribution we request be placed in a separate escrow
account that shall be established under the conditions
that we have set forth previously.

W also ask that effective imediately the
Audit Committee nenbers, Principals, Licensees,

Permttees, Registrants, vendors, enployees, or any



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

60

ot her person associated with Mount Airy Casino and
Resort or its anenities shall have no contact whatsoever
wi th Loui s DeNapl es regardi ng busi ness operations of
Mount Airy Casino and Resort or its anenities.

The O fice of Enforcenent Counsel requests that
a trustee be appointed by the Board to have oversi ght of
Mount Airy Casino and Resort and its anmenities.

W al so request that any authorizations of any
type including any powers of attorney or any other
agreenents regarding the control of Munt Ary Casino
and Resort regardl ess of when, where, or by whom
executed are unenforceable unless and until such powers
of attorney or other agreenents are approved by this
Boar d.

Wth that, the O fice of Enforcenent Counse
cl oses its case.

CHAI RVAN Di G ACOMO COLINS:  Thank you.

M. Donnel ly?

MR DONNELLY: Yes. | would like to be brief
and | would like to have Richard Sprague address sone
matters.

As my portion of it, I want to point out to the
assenbly and people here, the serious anpunt of overview
and overlay that is currently in place at this casino

hot el .
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As M. D Amato --let's start at the top.
First, there's this Board that through its statutes and
reans and reans of regulations is required to be
involved in virtually all strategic decisions of a
casino, certainly with regard to refinancing, financing
docunents, and docunents that would in any way change
the situation that is currently in place with regard to
the profits that would | eave the casino or how the
casino is operated on a level, a high level.

Second of all, the lenders to this casino have
covenants as M. D Amato testified, covenants both
positive and negative in the | endi ng docunents, which
the Gaming Board is well aware of which further restrict
those actions that the casino operations can engage in
or cannot engage in.

Were those covenants to be changed in any way,
we woul d be required to cone back to this Board. Those
are the first two | evels of governance.

Nunber 3, there are persons fromthe State
Police and fromthe Gam ng Board who are in and out of
the property on a regul ar basis review ng and nonitoring
t he busi ness before this happened. That has been
intensified after this event.

Nunber 4, the Central Conputer Systemis tied

into all of the slot machine transactions unlike states
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such as New Jersey where there are a great deal of
transactions in cash at the table, there are drops of
cash for the gam ng tables. W don't have that
situation in the Commonweal th. W have the Centra
Computer Systemthat records revenues and cash coming in
and out.

Nunber 5, there is this Board on October 16th
appoi nted an I ndependent Audit Committee. As BIE
counsel stated or | think Licensing, those persons are
three persons of the highest caliber.

The Chairperson is a forner head of the United
States Strike Force for the Federal Governnent, who was
involved in crimnal justice for virtually all of his
career, was licensed in two jurisdictions.

Nunber 2, the former Chairperson of the New
Jersey Casino Control Conmi ssion. By the way, the first
person is an attorney. The second, fornmer Chairperson
of the New Jersey Casino Control Commi ssion, who was
licensed in the state of New Jersey and who is an
at t or ney.

Nunber 3, Barbara Lang, who worked in Bally as
a financial officer is a CPA and was a CPA for all of
the Atlantic City progressive trusts for nmany, many
years having to do with the sl ot nachi ne operations that

were operated by nulti-casino operations.
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She was an accountant for all of those trusts.
I think at one point there were 31 trusts that have been
established to naintain the -- maintain and account for
and pay the jackpots that were generated from
mul ti-casino slot systens; for exanple, Megabucks, which
is hooked up to all kinds of casinos, she was the
accountant for those 31 systens.

Since then, since the Emergency Order has cone
in, the Audit Conmittee's role has intensified. As M.
D Amato stated, he is now giving cash flow reports,
budgets to them and nonthly financial statenents.

They, as you well know, are also, in turn
engaged in the retention by Order of this Board of the
i ndependent CPA to audit the financials of this casino.

So, yet, another overlay of protection by an
i ndependent CPA firmthat will performthe audits of
t hi s casi no.

Those I ndependent Audit Committee nmenbers have
had nunmerous neetings; and at those neetings, they
excuse managenent and have the Director of Interna
Audit is -- reports directly to the Audit Commttee and
the Director of Surveillance reports directly to the
Audit Committee. Managenent is out of the room so that
t hose persons can speak frankly and report to the Audit

Committee anything that they are aware of inproper that
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i S going on.

In turn, those mnutes are forwarded to the
Gam ng Board. The Gaming Board, in turn, knows what the
Audit Committee is doing. People watching people. That
is what this is about.

It's one person here. One person that has
been, we believe, utterly and conpletely and fal sely
charged and that we believe to our entirety that these
charges will be refuted and will go away.

But until they do, there are any nunber of
redundant systens that are in place that are going to
make sure that this casino can operate so that these
900, give or take, people can continue to have jobs,
continue to have positions so that that the entire
operation of gam ng can continue in a way that everyone
in this Cormonweal th and everyone in this roomwth --
can be absolutely, positively assured is going with the
hi ghest integrity and with the hi ghest accountability
and with literally hundreds and hundreds and hundreds of
i ndependent peopl e wat chi ng.

It would be an inpossibility, | say, not an
impracticability, an inmpossibility for anything inproper
to go on in that casino with all of these reviews.

And if for some reason that possibility

happened, it woul d be found out imediately and reported
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i medi atel y.

Now, let's talk about the Principals that are
there. These persons, all this staff are aware of the
Enmergency Order. Al of the staff has been advi sed what
they are to do under these Orders.

They all understand very clearly that they are
to have no contact directly or indirectly with Louis
DeNapl es under the period of this suspension.

They all have self interests, like all of the
people in this roomhave self interests. Not only have
they been |icensed and been found by this Board to have
good character, honor, and integrity, not only have nost
of them been licensed in other jurisdictions, but I
think everyone in this roomcan also rely on their own
self interest, which as
M. D Amato testified is to preserve their own
reputations, preserve their own livelihood and to do the
honest and appropriate thing. They will do that.

M. D Amato will do that.

Everyone -- alnost all of the people -- well,
virtually all of the people at this senior |evel are
seasoned casi no enpl oyees, who have been in ot her
jurisdictions.

I nmet with themthe other day and advi sed them

as to what the Order was and how serious it was and how
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it must be conplied wth.

| saw a lot of gray hair around that room |
didn't see any persons who weren't sophisticated and
under stood what the inplications were for the people who
they feel responsible for, at first thenselves and their
fam lies and second the enpl oyees and so on and their
own personal integrity.

So, | think there can be no question that what
isin place is -- can continue with everyone having
conplete faith that operations will be to the highest
degree of integrity.

Looki ng across the border to what has happened
in New Jersey, it was the only tinme a casino was shut
down was when there was a |lack of financial capability
for that casino to operate.

There have been nunerous exanples that this
Board is aware of. The two that come -- when
i ndi vi dual s were suspended or elimnated fromthe
casi no.

The two that are nost relevant are the Caesars
and the Bally's situation. The Perlmans, who are the
founders of Caesars and who unlike
M. DeNapl es were steeped into the casino operations,
under st ood the casino operations and were emnently

engaged in the operation of the casinos, had to exit
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from Caesars.

The Caesars personnel were told that they could
have nothing nore to do with the people who forned the
conmpany, who hired them who heretofore ran the conpany
and they didn't. The conpany ran. It prospered.

Per| mans were not invol ved.

In Bally, very simlar situation,

M. O Donnell, again, who had been at the forefront of
t he conpany, who knew, understood gam ng, operated the
facility, was engaged in operation, had to | eave the
facility.

Bal Iy continued and the executives under Bally
continued to operate. They operated in conpliance with
those Orders of the Ganing Conmission and that facility
prospered. People kept their jobs.

| have absolutely no doubt that the sanme thing
wi I | happen here. Louis DeNaples was not involved in
operations and never suggested that he woul d be.

In all of the testinony before this Board, it
was rmade clear that he was not going to be operating on
the day-to-day basis that he did not know the casino
busi ness, and he was going to rely on seasoned casi no
executi ves.

So, it is unlike the Perlman situation, unlike

the O Donnell situation. But even in those extrene
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situations, the Commi ssion, the New Jersey Conmi ssion's
O ders were and the facilities continued and the
benefits of casino gami ng continued to help the

enpl oyees and the taxpayers.

Wth that, | would like to ask M. Sprague to
address the statenments -- the presentnment and the
statenents that are in the presentnent to give this
Board a brief understanding of what the true facts are
and what we believe the true facts will show when this
matter is resolved

CHAI RVAN Di G ACOMO COLINS:  Thank you very

much.

M. Sprague?

MR SPRAGUE: Chairnman Colins and nmenbers of
the Board, | thank you very rmuch for the opportunity to
be here.

W' ve gone through a nunber of matters in this
hearing but it's all predicated upon four charges that
have been brought against M. DeNapl es; and
unfortunately, when people hear the word indictnment or
present ment and charges, everybody runs for the hills.
Everybody runs for cover

Once those charges have been announced,

M. DeNapl es has been crucified. He has been pilloried,

and he has been denounced and not just
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M. DeNapl es.

This Board has been bitterly attacked. | can
bring to you editorials fromtoday's Inquirer, if you
want it. | have it here. Al other papers around the
state suggesting that there's a lack of credibility with
this Board, there's a lack of integrity.

There have been attacks on the staff of this
Board. There has been attacks on the Bureau of
I nvestigati on of this Board.

There have been attacks in the |egislature
suggesting that this Board should not have its
i nvestigative staff, it should be taken over el sewhere.
That's the situation that we're dealing with right here

To really evaluate what is before you, |
suggest you have to have some understandi ng of these
char ges.

I thought it was interesting when it was
suggested and questioned to M. D Amato, a situation
i ke this.

I can pick up the papers in terns of the -- as
t hough M. DeNapl es has been convicted. |1'mnot here,
you're not a jury and I'mnot here to try to convince
you of guilt or innocence; but | think we have to
under stand these charges because | suggest and | have

been a prosecutor in the past for approximtely 18 years
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and | suggest to you that this prosecution is a travesty
of justice.

Instead of M. DeNapl es bei ng sonmeone who

committed perjury, | believe the crinme has been
committed by the prosecutors. | want to go through this
wi th you.

I''m choosing nmy words very carefully here
because it's inportant when you go back and you nmake
your deci sion what you're going to do and whether you're
going to bar this man fromever being there, pre-trial,
what action you're going to take.

You' re dealing with a human bei ng, who has been
suffering all that we know about. Let's start with the
report because what | want to show you is the m sconduct
that has been presented to the public and to you, |
believe, to try to force this Board because what they
want to do, in part, they don't want this Board having
any responsibility for its own investigations and they
want your Bureau of I|nvestigation taken away from you

Let me -- | have not heard anybody, maybe
Chai rperson Colins but no one el se has stood up, | am
telling this Board and | will say it to the public, your
staff and your investigators fromthe begi nning have
done an incredible job, a job that they should hold

their heads up high. They have no reason to run for



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

cover.

71

But now, let's deal with what these natters are

that bring us here today. You were given the report.
I"mnot sure what exhibit it is. Do you renmenber?
MR. DONNELLY: 3C, | believe.

CHAI RVAN Di G ACOMO COLINS: W have it.

MR, SPRAGUE: Fine. | think you have to first
understand and | want to read to you the | aw because it

m ght be good if the press, which is so willing to just

smear and attack and others, understood what the law is.

W do live in a country where, | believe, the

| aw shoul d be applied and upheld. | want to take up the

report.

This report, as you know, was made public and

why do | say that because let ne read what the lawis.

It's about time sonebody started |ooking at it.

The law in terms of a report when an
investigating Grand Jury issues a report and that is
what they issued here, one of the itens is a report.

Upon the subm ssion of a report, if the

Supervi sing Judge finds that the filing of such report

is a public record, may, may, | stress the word
prejudice, stress the word prejudice, fair

consi deration, stress the word fair consideration, of

pendi ng crim nal of fense, and you have the presentnent,
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| aw demand?

That Judge, not that he may in his discretion,
not that he mght think it over, is mandatory. He
shall, the magic words are shall, he shall O der such
report seal ed and such report shall not be subject to
subpoena or public inspection during the pendency of
such crimnal matter

Wiy is that? So as not to have the prejudice
t hat has occurred.

Keeping that in mind and let's go to the
pertinent part of the report that you have.

CHAI RVAN Di G ACOMO COLINS: M. Sprague,
clearly, the charges and the nature of the charges are
very relevant to this proceeding today. Let's bring us
right to that, if you woul d.

MR, SPRAGUE: Yes. And | think you have to
understand the report here because part of this,
Chairman Colins, is understanding why this report is

rel eased because | suggest it is rel eased because the

72

under|ying purpose here is M. DeNaples is a guinea pig

He's a scapegoat.
It is to cause pressure publicly and on this
Board, in a sense, to disavow what you have done in the

past .
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Just bear with ne. This will be brief.

CHAI RVAN Di G ACOMO COLINS:  Very good. Thank
you.

MR. SPRAGUE: On page 22 of the report, they
throw in Sal vatore Avellino have is a known nenber of
the Lucchese Organi zed Crine Fanmily based in New York.
Not any basis of a perjury charge. The perjuries that
are charged are not him But they put himin because
he's a nmenber of the Lucchese Organized Crinme Famly.
Prejudicial on a pending charge? O course, it is
mandating that this had been seal ed, of course. Wy
not? To have it out in the public.

By the way, what is it that they say, that this
person on one occasion nmany years ago net DeNaples. Wy
is that reported? Wat has it got to do with anything?

Let's go on. They have in the report and this
Board had the testinmony about that one case where M.
DeNapl es had pl eaded nol o contendere sone 35 years ago
and then there was a -- sonebody fixed a juror and what
do they have in this report here?

Not seal ed. The Gand Jury received credible
evi dence tending to show that the briber acted on behalf
of the Bufalino Crinme Family as a favor to Louis
DeNapl es.

Let ne read to you fromthe FBI report --
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CHAI RVAN Di G ACOMO COLINS:  Sir, at this point,
I"mgoing to ask you to really be nore succinct about
t hi s.

"Il tell you why. | believe the issues before
us are very sinple, whether or not this presentnent as
it's been issued is sufficient to cause this Board to
continue with the Emergency O der.

And so, without rehashing the information in
the exhibit, which is here for us to review, | would
like you to -- if you would, wap this up very quickly.

MR, SPRAGUE: |I'Ill certainly abide by your
instruction. But | think you should know that the FBI
report says and |I'mreading -- tal king about that
bribery, our investigation did not -- did not indicate
that DeNapl es was involved in the jury tanpering charge.
That's in this report that is issued. Let ne get then
to the presentnent, since you want to get right to that.

CHAI RVAN Di G ACOMO COLINS:  Thank you.

MR. SPRAGUE: Let's deal with the sinplest one
first. There's four people. The last one is a | awyer
named Wite, Ron Wite.

In their presentnment concerning him it's Count
4. They recite: M. DeNaples said he did not know Ron
Wiite. They talk about a conversation in 1999.

Menbers of the Board, in 1999, M. Wite had an
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unbl em shed reputation. He had not been convicted of
anything. He was a |awer. He was a person practicing,
and he was a nenber of many, many conmttees of the Bar
Associ ati on appointed by the Court.

So, in the suggestion that M. DeNaples
committed perjury here, perjury has got to be nmaterial
to sonething. The thing that woul d have been nmateri al
for this Board was associ ati ons by
M. DeNaples with known crimnals, with menbers of the
nmob. What in the world is the materiality of M.
DeNapl es in 1999 whet her he knew a | awer?

Now, in 2004 or 6, was that |awer then
indicted for sonmething? Yes. That nmakes hima nenber
of the nob and material for sonething that happened in
1999? O course not. That perjury charge isn't worth

the paper it is witten on.

Now, let's deal with -- in addition, let's take
M. Ai. That's No. 3. This is on Page 10 of the
presentnment. What is their question? [|'mreading from

t he presentnent.

How about C arence Faller? And by the way,
they don't have in the precedi ng question, did you have
busi ness with these people. No. And | believe he's
also Ali? That's the question.

Now, it's axiomatic in perjury to commt
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perjury, there has got to be a question to you. The
guestion is, and | believe he's also Ali? That's a
statenent. That's not a question.

What is M. DeNaples' answer? He's asking his
own question. This is M. DeNaples: Do | know hinf
No; but based on this due diligence for this application
over here, it's a possibility that hinself and another
bl ack person canme with a |ocal consultant to our conplex
to tal k about bringing some sludge from Phil adel phia to
our facility and a very, very short time conversation.

That, menbers of the Board, is what the claim
is of perjury here and what is it that they say?

This testinony that DeNaples did not know Ali
was false. He didn't say there he didn't know him |
just read to you what he said.

So, even there, they are setting up a false
straw when they then go on and say, DeNaples' testinony
that he was not interested in the proposal, that was the
sl udge proposal, that was al so fal se.

Here, what is it that we know? They put in
this presentnent and you've got it in front of you, a
wi retap conversation and it goes on for nmany, many
pages.

In view of Chairman Colins's instructions, |'m

not going to take the tinme to read it. You' ve got it in
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front of you.

But what do you see in that taped conversation?
Two things. DeNaples is tal king about getting a parking
space for his daughter up near the University of
Pennsyl vani a.

Is that sonething that violates what | just
read to you, that in sone way is perjury? O course
not .

What else is in that conversation? A person
naned Brazil and Ali are tal king about whether or not
M. DeNaples would be interested in a contract fromthe
City of Philadel phia for waste.

To the untutored person, that may be the sane
as sludge; but | can assure you that sludge is totally
different fromwaste

Al that M. DeNaples had said was he turned
down and woul dn't do sludge. So, they have in here this
Wi retap conversation would there be an interest in doing
wast e.

Now, that in no way contradicts, that in no way
says the statenent that M. DeNaples said was in in any
way a lie.

More inportantly, if you look at the
present ment, and nobody | ooks at it as closely as the

| awyer representing sonmebody, is there any suggestion
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that at the tinme of that conversation with Ali -- which
by the way, taped, nothing incrimnating on there -- is
there anything in there suggesting that Ali at that tine
was a nenber of organized crinme, that he was a known
crimnal?

You look at it yourself. There is no such
suggestion because it isn't true. The conviction of A
happened years | ater.

So, what are they going to suggest here? That
it was in some way material for you? That Ai, who at
the time of the testinmony in front of you and in terns
of what he -- DeNaples had contact with Ali, he's not
being convicted. He's not a nmenber of organized crine.

To have perjury, it's got to be material. The
only thing that would have been material to this Board
was whet her or not DeNaples had an association with
t hese corrupt people, these gangsters, these crininals.
It doesn't apply to them

What are you then left with? ©OCh, and by the
way, you have to bear with me, you all saw, |'msure you
did, the headline a week ago in the Inquirer certainly
and around the state. The State Police --

CHAI RVAN Di G ACOMO COLINS: Sir, let's stick to
the information in the presentnents, as they relate to

this matter today.
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MR SPRAGUE: This does.

CHAI RVAN Di G ACOMO COLINS: 1'mgoing to -- at
this point, we're anxious to get the evidence and to
reviewit. So, I"'mgoing to ask you to wap this up, if
you woul d, sir.

MR. SPRAGUE: M only point is that there was
t he big announcenent that the State Police withheld the
evidence of this tap fromthis Board.

I think you ve got to permt me to tal k about
it because I think it is relevant for you because what
" msuggesting to you is when that was rel eased, it was
made to | ook as though the State Police had this danm ng
phone tap, which they had withheld fromthis Board.

But what | want you to understand is, if you
| ook at that phone tap, there was nothing damming in it.
It's a contrived appearance as though they w thheld
somet hi ng from your own investigators, which woul dn't
have amobunted to anything. That gets to ny initial
point to you, which was that this -- DeNaples is a
scapegoat here.

Let nme say one other thing, since | know you're
getting inpatient, Judge.

CHAI RMAN Di G ACOMD COLINS: It's ny
prerogative.

MR. SPRAGUE: That's right.
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CHAI RVAN Di G ACOMO COLINS:  No, 1'm not
inmpatient. Actually, I'mtrying to keep you on-1line
with the issues and you very succinctly sunmari zed what
you were going into with respect to that headline, and
appreciate that. |I'mtrying to keep you rel evant.
That's all.

MR. SPRAGUE: Let ne also point out to this
Board because you're evaluating this prosecution as
wel |, Mouunt Airy, the entity, the LLC is charged with
perjury.

Wul d it shock you to know in the history of
the United States, a corporation is not charged with
perjury? A corporation doesn't take an oath; and there
are cases, Judge, I'll speak to you in your capacity as
a Judge, that say while the | aw defines a corporation as
a person for certain purposes, there are certain crines
for which a corporation cannot be prosecuted. The cases
say perjury is one of them bigany is another, rape is
anot her, |1 could go on and on.

But perjury and the reason -- the only case
that there has been even an attenpt to prosecute a
corporation for perjury was in Al abama. The Court threw
it out because it didn't even conme under the definition
of a person.

| say that to you why in this case they throw
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in a prosecution for perjury against the LLC other than
for its public inpact? To pressure this Board.

Now, finally, accepting what |I'm saying in
terms of White and Ali, not known crimnals, perjury is
not going to stand up there.

You end up with a guy naned Billy D Eia and
you have read in there the charge that he is facing from
perjury hinself to attenpted nmurder. That's the wi tness
you're going to use to all of these sanctions against
M. DeNapl es because he is the witness on hinself,

D Eia and he's the witness on this person that died
sonme 15 or 20 years ago, Russell Bufalino.

What is it that is this great striking
testinony that is in there by M. D Elia that he saw
M. Bufalino somewhere with M. DeNaples and it | ooked
i ke they knew each ot her.

And what else? To show the friendship by
D Eia, this person who has had all of these charges
agai nst him and you know what M. DeNapl es has
acconpl i shed in those 30 years since that one nol o plea.

DEiais saying, well, to show the
rel ati onshi p, when M. DeNaples' father was dying or
di ed, he wanted his son Louis DeNaples to give ne Billy
D Eia his rosary beads and as it turned out in the

testi nony, green, green rosary beads. Nonsense.
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The beads are buried with M. DeNaples and if
you want to dig up the body, we'll dig up the body for
you. We've got witnesses to showit.

That's your case agai nst DeNaples, the ultinmate
case is this person, D Elia, against what DeNapl es has
acconpl i shed si nce.

When you go and eval uate and del i berate what
you're going to do in ternms of the casino, how strong is
this case for strong action by you. | say it isn't
there. Thank you.

CHAI RVAN Di G ACOMO COLINS:  Thank you very
much.

MR PITRE: Chairman Colins, if | may, | would
just like to add that the charges -- in the opinion of
the OFfice of Chief Enforcenent Counsel, the pending
charges agai nst M. DeNaples and Munt Airy Casino are
enough to continue the suspension of
M. DeNaples and to inpose those conditions. The
charges al one.

CHAI RVAN Di G ACOMO COLINS:  Thank you very
much. We're going to proceed as follows: |'mgoing to
-- the record is closed now W' ve accepted into
evi dence the exhibits.

We have heard fromthe w tnesses, and we are

going to recess to an Executive Session as pernitted
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under the Sunshine Act to engage in quasi-judicial
del i berations regarding this enforcenent matter

Fol | owi ng the Executive Session, what | would
like to do is reconvene -- it's 12:25. | would like to
reconvene back here at quarter of 3:00.

At that point, we will consider any notions
relevant to the matters requested by the O fice of Chief
Enf or cement Counsel .

At that -- at that tine, after we' ve come back
and we will speak to the press, respond to the press
regardi ng the events today, but our staff and the Board
will not speak to the press while we are in the
del i berati ons process.

So, we'll be back here at quarter of 3:00.
Thank you very nuch

(Executive Session.)

CHAI RMAN Di G ACOMD COLINS: Al right. 1'11
reconvene this hearing at this time. The Board has had
an Executive Session during which tine we engaged in our
qguasi -j udi cial deliberations regarding the issues before
us as raised by the Ofice of Chief Enforcenent Counsel

As a result of those deliberations, there is an
Order that will be proposed to the Board. |'mgoing to
ask for our Chief Counsel, Frank Donaghue at this tine

to read that proposed Order into the record.
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Then after that is done, I'll see whether or
not there is a notion by this Board to adopt that Oder
and a second and then we will vote on it.

So, if you will proceed, M. Donaghue

MR. DONAGHUE: Thank you. And now, this 5th
day of February, 2008, it is hereby ordered that upon
consi deration of the evidence presented to the Board,
the Principal License of Louis A DeNaples is hereby
suspended until further O der of the Board.

The suspension is conditioned as foll ows:

That all profits fromgam ng and ot her revenues
of Mount Airy #1, LLC, earned and due to Louis DeNapl es
during the suspension of his Principal License be placed
in an account or accounts established pursuant to this
O der.

That Louis A. DeNaples is prohibited from
recei ving any conpensation, consideration, or
di stribution generated by or related to slot machines or
anmenities located at Mount Airy #1, LLC, during the
suspensi on.

Al'l such compensation, consideration, or
di stribution shall be placed in the account or accounts
establ i shed pursuant to this Order.

That Louis DeNaples is excluded fromentering

t he property enconpassing Mount Airy #1, LLC, during the
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suspensi on.

That Louis DeNaples is prohibited from
exerci sing any control or dom nion over Mount Airy in
any capacity during the suspension.

That Louis DeNapl es shall not have any direct
or indirect contact with any Mount Airy Principals, Key
Enpl oyees, Licensees, Permttees or Registrants
regardi ng the business operations of Mount Airy or its
ameni ties during the suspension.

That all other Principals and Key Enpl oyees of
Mount Airy are hereby put on notice of this Order and
the conditions set herein and have a duty to report to
the Board any viol ations of which they have know edge.

That this Order supersedes and replaces any
aut hori zations of any type, including any powers of
attorney or other agreenents regarding control of Mount
Airy regardl ess of when, where, or by whom executed
except as provided in Paragraph 16 of this O der.

It is further ordered that Dr. Anthony Ceddi a
is appointed trustee to serve at the Board's pl easure
and under the Board's supervision in the capacity of
Loui s DeNapl es.

This appointnent is conditioned as foll ows:

That the trustee by this Order is hereby issued

a Tenporary Principal License, subject to his conpliance
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with the Board regul ations and the Bureau of Licensing' s
policy regarding the issuance of a tenporary license
until such time as a Permanent Principal License can be
i ssued pursuant to the Pennsyl vani a Race Horse

Devel opnent and Gami ng Act.

That the trustee is hereby instructed that he
shal | exercise only those powers and performthose
duties as stated herein in a matter consistent with this
O der and Act.

That the trustee shall have the foll ow ng
powers, duties, and responsibilities subject to the
supervi sion of the Board and in a manner consistent with
this or any other subsequent Order by the Board.

A, to take neasures that are customary and
reasonable to facilitate the continuation of the
busi ness of Mount Airy as a Category 2 Slot Machine
Li censee acting as its sol e nenber.

Sai d neasures shall be consistent with those
general ly taken in the ordinary course of business and
in a manner that conmplies with this Order and the
provi sions and purposes of the Act and the regul ations
adopt ed by the Board.

To exercise all rights and obligations of Louis
DeNapl es under the operating agreenent of Munt Airy #1,

LLC
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To take at the trustee's discretion, take into
possession all property of Louis DeNaples relating to
Mount Airy.

To establish an account or accounts consistent
with the purposes of this O der

The account or accounts rust be established in
a financial institution that is not owned in whole or in
part or otherw se controlled by Louis DeNaples or any of
his fam |y nenbers or in which Louis DeNaples or any of
his fam |y nenbers serve in any capacity.

The account or accounts nmay be the sane
accounts that have been established pursuant to the
docunents evi dencing the debt financing incurred by
Mount Airy in August of 2007 and referred to as the
fi nanci ng docunents.

2, where necessary, facilitate the operati on of
Mount Airy within the ordinary course of business and
wi th Board approval obtained secured credit or other
financing using the property of Munt Airy as
col I ateral

The trustee shall have the burden of
denonstrating to the Board that secured credit or other
financing is in the ordinary course of business and in
the best interest of Munt Airy.

To neet as soon as practicable but no later
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and thereafter as needed with the I ndependent Audit
Conmmi ttee established pursuant to Condition 53 of Munt
Airy #1, LLC s, Statenent of Conditions.

The purpose of such nmeeting will be for the
| ndependent Audit Committee to apprise the trustee of
t he ongoi ng findi ngs and actions.

To neet as soon as practicable but not |ater
than seven days followi ng the execution of this order
and thereafter as needed with all Principals and Key
Enpl oyees of Munt Airy.

The purpose of such a neeting will be to
provide the trustee with all information available to
assi st the exercise of authority under this Oder.

Nothing in this Order precludes the trustee
fromneeting with any ganmi ng or non-gan ng enpl oyee of
Mount Airy.

To neet as soon as practicable but no later
than ten days followi ng the execution of this Oder and
thereafter as needed with the Executive Director of the
Pennsyl vani a Gam ng Control Board.

The purpose of this neeting will be to apprise
the Executive Director of the trustee's plans and
actions in the exercise of his authority under the

Order.

88
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To have full and conplete access to the
personnel , books, records, papers, and facilities
related to the relevant assets and to any other relevant
information of Louis DeNaples, which relate to the
operation of Munt Ary.

2, if necessary and upon approval of the Board
hire any | egal counsel, consultant, investnent banker,
busi ness broker, appraiser, or other representatives and
assi stants as necessary to carry out the trustee's
aut hority under this O der

Retention of any counsel or other consultant
pursuant to this Order shall be at reasonable and
customary rates as approved by the Board.

To ensure the conpliance of Louis DeNapl es and
all other Principals and Key Enpl oyees of Mount Airy
with this Oder and to imredi ately report any violation
to which he has know edge

To file a witten report with the Board at the
end of each cal endar nmonth follow ng the execution of
this O der.

To do any and all further acts that fulfill the
pur poses and objectives enunerated in this Oder, the
Act and regul ations and to performany additional duties
as ordered by the Board.

That the trustee has a fiduciary duty to the
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Board and the Conmonweal th of Pennsyl vani a.

That the trustee shall gain approval of the
Board prior to exercising his authority with regard to
any i npendi ng change of ownership, change of control,
material change in financial status, restructuring or
transfer of assets of Mount Airy #1, LLC, or the
execution of a contract on behal f of Munt Airy, which
falls outside the ordinary course of business.

That all slot nmachine and ot her revenues of
Mount Airy #1, LLC, other than state gam ng receipts and
operating expenses including but not linmted to any
paynments for payroll, health benefits, vendors, taxes,
debt service, patron w nnings, fees and invoices
presented by the Board incurred in the ordinary course
of business shall fromthe execution of this Order be
paid into the account or accounts established and
controlled by the trustee and remain there until further
O der of the Board.

The trustee shall provide notice to and seek
t he approval of the Board prior to making any
expendi tures fromthe account or accounts that are not
in the ordinary course of business.

That all reasonabl e expenses incurred in the
exercise of the trustee's authority pursuant to this

Order including the trustee's conpensation shall be
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submtted to the Board for approval. Al expenses
approved by the Board shall be paid by Mount Airy as
part of its operating expenses.

That the trustee shall not be personally liable
for any action taken within the scope of his authority
under this Oder.

The trustee shall, however, obtain sufficient
liability insurance coverage and post a bond in the
sufficient amount to protect himfromacts and om ssions
occurring during the duration of the trusteeship

The cost of such insurance and bond shall be
paid by Mount Airy as part of its operating expenses.

That Louis DeNapl es and Mount Airy shal
execute docurents hol ding the trustee harnl ess for any
actions taken within the scope of his authority.

That nothing in this Oder shall be construed
to supersede, invalidate, or hinder the operating or
fi nanci ng docunents including any powers of attorney or
aut hori zations granted to the | enders under the
financi ng docunents or the ability of the lenders to
enforce their rights thereunder.

That the Board hereby appoints Mark M @ eason
of d eason and Associ ates as i ndependent Certified
Publ i c Accountant designated to assist the trustee in

the exercise of his authority under this O der.
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That the Board may amend this Order or execute
any new Order to limt, expand, or nodify the powers,
duties, or purpose of the trustee with regard to Munt
Airy as it deens necessary to conply with the Act.

That nothing in this Oder shall limt or
affect the Board's authority to suspend, revoke, or
ot herwi se condition any license or to inpose any
adm nistrative fine or penalty or to take any other
enforcenment action under the Act.

This Order shall remain in effect until further
O der of the Board.

CHAI RMAN Di G ACOMD COLINS: Al right. Thank
you.

Now, nay | have a notion? |s there a notion
for the Board to adopt the Order as read by Chief
Counsel ?

COW SS| ONER MECABE: Madam Chair, after review
of the Orders of the Executive Director, along with the
evidentiary record presented, | nove that the Board
adopt the Order as read into the record by our Chief
Counsel to continue the suspension of the Principal's
Li cense of Louis A DeNaples and also to appoint a
trustee to oversee the managenent of Mount Airy #1, LLC
during the period of the suspension of Louis A DeNaples

and until otherwi se Ordered by the Board.
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CHAI RVAN Di G ACOMO COLINS: May | have a
second?

COWM SSI ONER G NTY:  |'11l second.

CHAI RVAN Di G ACOMO COLINS: At this point, is
t here any coment or discussion?

Let me ask first, Counsel, let ne ask the Chief
Enf orcement Counsel, is there anything you would like to
say before we vote, sir?

MR PITRE: No, Chairman Colins.

CHAI RMAN Di G ACOMD COLINS: M. Donnel ly?

MR. DONNELLY: Yes. | think this is beyond the
power of the Gam ng Act.

CHAI RVAN Di G ACOMO COLINS:  Very good.

Any comments by the Board before we vote?

COM SSI ONER G NTY: | have a coupl e of
guestions for counsel.

The intent here is to -- is to continue Munt
Airy's as a going concern?

MR DONAGHUE: That is correct.

COWM SSI ONER G NTY:  And not hi ng we are doi ng
here today woul d prohibit us fromtaking further action
as circunstances mght indicate?

MR. DONAGHUE: That is absolutely correct.

COW SSI ONER SQJKA:  There was nmention in the

Order, M. deason's nane, which does not appear -- no



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

94

reference made to a specific accountant. Do we wish to
i ncl ude that?

CHAI RVAN Di G ACOMO COLINS: Wl |, the notion,
as | heard it, included an adoption of the Order as read
by the Ofice of Chief Counsel. 1It's noted that the
Certified Public Accountant named Mark G eason is naned
in that Order that is offered for our vote. Thank you.

Commi ssi oner Rivers, any conment?

COW SSI ONER RI VERS: No conmment .

CHAI RVAN Di G ACOMO COLINS: Conmi ssi oner

M Cabe?
COW SSI ONER McCABE:  No.
CHAI RVAN Di G ACOMO COLINS:  Conmi ssi oner Coy?
COWMM SSI ONER COY:  No comment.
CHAI RVAN Di G ACOMD COLINS:  Commi ssi oner
Angel i ?
COWMM SSI ONER ANCELI:  No conment.
CHAI RVAN Di G ACOMO COLINS:  Then, at this
point, I would like to ask our Secretary, Paul Resch, to

take a vote pl ease.
MR, RESCH.  Conmi ssioner Angeli?
COW SSI ONER ANGELI :  Yes.
MR, RESCH.  Conmi ssi oner Coy?
COWM SSI ONER COY:  Yes.

MR. RESCH.  Conmi ssioner Gnty?
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COW SSI ONER G NTY:  Yes.

MR RESCH  Conmi ssi oner M Cabe?

COW SSI ONER McCABE:  Yes.

MR RESCH  Conmi ssi oner Rivers?

COW SSI ONER RI VERS:  Yes.

MR. RESCH.  Conmi ssi oner Soj ka?

COW SSI ONER SQJKA:  Yes.

MR RESCH  Chairnman Colins?

CHAI RMAN Di G ACOMD COLINS:  Yes.

MR. RESCH. Mdtion passes.

CHAI RVAN Di G ACOMO COLINS:  Thank you.

The Board wi |l be issuing an opinion consi stent
with this Oder explaining the reasoning and the basis
for our decision.

That opinion, | hope, will be issued tonorrow.
I"'mgoing to sign the Order right now, and we will
adj ourn.

As | nentioned, in about 15 m nutes, we would
be happy to answer questions. W' |l neet you outside.
W wi |l answer questions concerning our actions today.
Thank you very nuch

(The neeting concluded at 3:00 p.m)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

96

| hereby certify that the proceedi ngs and evi dence are
contained fully and accurately in the notes taken by ne
on the within proceedings and that this is a correct

transcript of the sane.

Hillary M Hazlett, Reporter
Not ary Public



