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CHAI RVAN Di G ACOMO COLINS:  Very good. W will
now hear fromthe petitioner for Mount Airy. | think --
are we -- are we all in our appointed spots? Ckay.

Very good. Thank you. We'Ill begin the Mount Airy
matter.

Counsel, the Petitioner will go forward. Who
is the Petitioner?

M5. DAVENPORT: Mbunt Airy is.

CHAI RVAN Di G ACOMOD COLINS:  Let's allow
Petitioner to go forward. Petitioner has the burden.

M. deason, do you want to pull up -- are you
okay there?

MR GLEASON: | am Your Honor. |If | need to
speak, | can nobve that down.

MS. DAVENPORT: Madam Chai r man, we have
stipulated facts that we would like to adnit into the
record.

CHAI RVAN Di G ACOMO COLINS:  All right. Then we
will begin with that.

M5. DAVENPORT: Thank you. | believe you have
a copy of that. Just a general background, Madam
Chai rman, Commi ssioners, |'m Nan Davenport, Deputy Chi ef
Enf orcenment Counsel for the Central Region

On January 11th, 2008, Mount Airy filed a

petition requesting that the Board approve Denetrius &
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Company, LLC, to provide auditing services for Munt
Airy for the year ending in 2007.

The O fice of Enforcenent Counsel objected to
this petition because our review indicated that
Dermetrius did not nmeet the criteria that was set forth
in Paragraph 12 of the Board's Cctober 2nd, 2007 O der
regardi ng the | ndependent Audit Committee criteria
policy.

The parties have net and have entered into a
stipul ati on agreenent regarding the facts in this case.
| have filed it this norning with the Ofice of Hearing
and Appeals. | would like to read it into the record.

CHAI RMAN Di G ACOMO COLINS: Pl ease.

M5. DAVENPORT: Thank you. Pursuant to 58 Pa.
Code 491a.10, this stipulation agreenent is nmade and
entered into by Petitioner, Munt Airy, #1, LLC, Mount
Airy, and the Pennsylvania Gami ng Control Board's Ofice
of Enforcenent Counsel, CEC, collectively the parties.

The parties do hereby stipulate to the
fol | ow ng.

Nurber 1, on Decenber 19th, 2006, the
Pennsyl vani a Gami ng Control Board, Board, awarded a
Category 2 Sl ot Machine License to Mount Airy.

On February 27th, 2007, the Board granted Louis

A. DeNapl es the sole owner of Munt Airy, a Principal
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Li cense.

On March 23rd, 2007, Mount Airy engaged
Denetrius & Conpany, LLC, Denetrius, to provide
accounting services to the conpany.

Denetrius is a menber of Private Conpanies
Practice Section (PCPS) of the Anerican Institute of
Certified Public Accountants or AICPA and is enrolled in
Al CPA' s Public Conpany Audit Firms Peer Revi ew Program
As such, its policy and practices are subjected to
peri odi ¢ i ndependent peer review.

Nunber 5, Denetrius is a Public Conpany
Accounting Oversight Board, PCAOB, approved accounting
firm

The PCAOB is a regul atory body created by the
Sar banes- Okl ey Act of 2002 to oversee the audit of
public conpanies that are subject to securities |aw.

The PCAOB operates under the oversight of the
United States Securities and Exchange Conmi ssion and has
the authority for registration, inspection, and
di scipline of firnms auditing SEC registrants and
est abl i shes standards for public conmpany audits.

Under the Sarbanes- x|l ey Act of 2002 and the
PCAOB' s rules, certified public accounting firns nust be
regi stered with the PCAOB to prepare or issue audit

reports on public conpanies or to participate in the
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preparation or issuance of such audits.

Nunber 6, one of Denetrius's public company
audit clients is First National Conmunity Bank.

Nunber 7, Denetrius has engaged Morowitz &
Company, LLC, to provide gam ng expertise and services
for ganming and casino audit and internal control matters
at Mount Airy.

Nunber 8, on July 19th, 2007, the Board issued
a Category 2 Slot Machine License to Mount Airy.

Nunber 9, on Cctober 17th, 2007, the Board
approved the Mount Airy |Independent Audit Conmittee
Charter or Charter.

Nunber 10, on Novenber 1st, 2007, RFPs for the
audit services for cal endar year 2007 were sent by
Robert Pel oquin, Chairman of the Mount Airy | ndependent
Audit Committee, to the following CPA firms: Ernst &
Young, KPMG, Price WaterhouseCoopers, BDO Sei dman, G ant
Thornton, and Deloitte & Touche.

Nunber 11, on January 11th, 2008, Munt Airy
filed the instant petition for the approval of Denetrius
& Company, LLC, as Mount Airy #1, LLC s, certified
public accounting firmwhereby it requested that the
Board approve Denetrius as Munt Airy's certified public
accounting firmto provide auditing services for Munt

Airy for the year ending in 2007.
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Nunber 12, on January 31st, 2008, the Ofice of
Hearings and Appeal s granted CEC s notion for a 20-day
extension of tine to respond to the petition.

Nunber 13, on February 6th, 2008, follow ng the
Dauphi n County Investigating Grand Jury's presentnent,
Louis A DeNapl es stepped down as Chairman of the Board
of First National Conmunity Bank

Subsequently, on February 11th, 2008, the
United States Ofice of the Conptroller of the Currency
suspended Louis A. DeNaples fromthat position and
prohi bited himfromparticipation in the affairs of the
bank.

Nunber 14, on February 20th, 2008, OEC filed an
answer to the petition in which it objected to the
petition and requested that the Board deny the petition.

Nunber 15, the answer objected on the stated
grounds that Denetrius did not neet the three criteria
set forth in Paragraph 12 of the Board's Cctober 2nd,
2007 Order regarding the I ndependent Audit Criteria
Conmmi ttee policy.

Nunber 16, Paragraph 12 of the Order states in
pertinent part, quote, the |Independent Certified Public
Accountant shall have a nationally recogni zed and
respected reputation and have expertise in the gam ng

i ndustry.
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Nunber 17, pursuant to the answer, a nationally
recogni zed and respected certified public accounting
firmis one that provides accounting and auditing
services in multiple regions of the United States and
i ncl udes anongst its clients a significant nunber of
publically traded conpani es.

Nunber 18, pursuant to 4 Pa.C S. Section
1207(4), a slot nmachine |licensee shall provide the Board
wi th audited financial statenents not |ater than 60 days
after the end of its fiscal year

Nunber 19, Mount Airy's audited financial
statenents were due February 29th, 2008

Nunber 20, on February 29th, 2008, Dr. Anthony
Ceddi a, the Board-appoi nted Trustee and Mark d eason,

t he Board-approved Account Advisor to the Trustee sent a
letter to the Bureau of Licensing requesting an
extension of tine to file Munt Airy's annual audited
financial statements.

Nunber 21, on March 3rd, 2008, the Bureau of
Li censing advised Mount Airy that it had 45 days unti
April 17th, 2008 to provide the audited fi nancial
st at enent s.

W signed this stipulation this norning. |
would like to nove that into the record

CHAI RVAN Di G ACOMO COLINS:  Any obj ection?
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MR, SKLAR  No.

CHAI RVAN Di G ACOMO COLINS: It's offered as
Joint Exhibit 1 accepted.

Now, you may proceed

MB. DAVENPORT: Thank you, Madam Chair man

MR. SKLAR. Thank you. M nanme is M chae
Sklar. |'mcounsel for Munt Airy #1, LLC. Wth ne
this norning is Barbara Lang the Audit Committee
financial expert, Dr. Anthony Ceddia, the
Boar d- appoi nted Trustee for Munt Airy, Joe D Amato, CEO
of Mount Airy and Mark G eason, the Trustee's
account ant .

CHAI RVAN Di G ACOMO COLINS:  Maybe the first
order of business would be to ask these potenti al
wi tnesses to take an oath, if you woul d.

MS. DAVENPORT: Madam Chairnman, | have Janes
Tal eri co who should be sworn in as well.

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

(Wtnesses sworn en nasse.)

MR. SKLAR  Just to give a brief overview of
the presentation this norning. The critical dates are
March 23rd, 2007, Denetrius was retai ned by Mount Airy
to provide accounting services for the conpany.

On Cctober 17th, 2007, the Board approved
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Barbara Lang, Brad Smith, and Robert Peloquin as Audit
Commi ttee nmenbers and the Board al so approved the Munt
Airy Audit Commttee Charter.

The Audit Conmittee Charter has three
requi rements for CPA firns.

Nunber 1 is independence.

Nunber 2, the CPA firmhad to be a regional
firmand have a significant nunber of publicly traded
audit clients.

Nunber 3, had to have gani ng experience.

So, upon the approval of the Muunt Airy Board,
I"mgoing to have Barbara Lang and Joe D Amato descri be
the efforts that were nmade to retain a CPA firmthat net
those three requirenents. | don't think Barbara has
appeared before the Board before, if she could just give
her background.

CHAI RVAN Di G ACOMO COLINS:  Absol utely.

M5. LANG M nane is Barbara Lang. | ama
CPA. | have been certified for over 25 years. | also
have over 25 years of gam ng-rel ated experience, both
working internally for a gam ng conpany and externally,
serving gamng clients through ny CPA firm which
established in 1987. | also hold an MBA degr ee.

I amcurrently serving as the President of the

Atlantic Cape May Chapter of the New Jersey Society of
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CPAs, which is our state professional organization.
| previously served on the Audit Conmittee of

G eat Big Hol di ngs Company, which was the operator of

the Atlantic City Sands. | did that for about three
years.

I hold a nunmber -- a key casino license issued
by the New Jersey Casino Control Conmission. | was

proffered as a principal qualifier license in
Pennsyl vani a.

As you heard, |'mserving as the financial
expert for the Independent Audit Conmittee of Munt
Ary.

In addition, for the past 18 years, nmy firm has
done accounting and adm nistration for certain w de area
progressive slot trusts in Atlantic Gty. These are
joint ventures between the various gaming halls in
Atlantic Gty to operate wi de area progressive sl ot
syst ens.

The structure is that each structure is forned
into a separate business entity. There are various
nunbers of these games and entities. At one tinme, we
had up to 36 of these entities. So | have done that
work for the past 18 years.

CHAl RVAN Di G ACOMD COLINS:  Excuse ne. Could

everyone turn off their BlackBerries, please?
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M5. LANG And ny client list also includes the
Casi no Associ ation of New Jersey, which is New Jersey's
trade group.

W want to tell you a little bit about the
efforts that we nmade with regard to hiring externa
audi tors, because, as you know, that's one of the
responsibilities of the Audit Conmittee.

O course, the Audit Committee wasn't forned
until late Cctober. Actually, on Novenber 1st, we sent
out RFPs to the largest firnms who we thought woul d neet
the initial criteria that was established. That was the
largest six CPAfirnms in the world actually.

So that was done in Novenber. W have had sone
informal contact with various nenbers of those firns,
mai nly through the CEO Joe D Anato.

W have not had any success in getting anyone
interested in doing the audit, but Joe is going to talk
to you specifically about what those efforts were.

The Audit Conmittee was very concerned about
neeting the criteria that was set out. W sent out the
RFPs. W had sone follow up conference calls regarding
the status of the RFP. W were nonitoring the situation
al ong t he way.

Unfortunately, we had no success in getting any

of those six firnmse who net the initial criteria set to
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accept the engagenent.

"Il turn it over to Joe.

MR. D AMATO Thank you. Using the contacts
that | believe that both Barbara and nyself had built up
over the tinme, there are two major firnms that do audits
of gam ng operations and Ernst & Young.

CHAI RVAN Di G ACOMO COLINS:  Speak up, sir.

MR D AMATO |'msorry. Ernst & Young and
Deloitte & Touche are the two nmajor firms in the gam ng
i ndustry, both of which | have substantial personal
contacts with certain people.

Upon the issuance of the RFP, we contacted
t hose representatives and asked if there was interest.
They attenpted -- the RFP through their national offices
and we received a negative response.

W al so received interest fromKPMG W
actually had a neeting in Muwunt Airy with the
representatives of KPMa | believe they also had a
t el ephone conversation with Mss Lang to discuss it.

In fact, they took the Social Security numbers
and the hone addresses of nyself, the CFO and M.
DeNapl es.

Subsequently, | received a phone call back and
verbally received that, the decline pursuing the 2007

audi t .
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W al so issued the RFPs to BDO Seidman, Price
Wat er house and Gant Thornton. | believe Price
WAt er house decl i ned because of the possible conflict of
doi ng work for the Gam ng Control Board

Grant Thornton and BDO both, on the tel ephone
conversations on the same day to nme, declined the 2007
audit. So, to the six mgjor firnms that we know of, we
recei ved a negative to our part.

MR. SKLAR Joe, I'mgoing to show you a letter
fromDeloitte & Touche and an e-mail. Can you identify
t hose?

MR D AVATO Yes. The first letter went to
Bob Pel oqui n, who is the Chairnman of the |ndependent
Audit Committee of Mount Airy. It was fromDeliotte.

It was from M chael Gamash, who is an audit partner with
Deliotte.

It says | appreciate the opportunity to submt
a proposal to provide audit services to Mouunt Airy #1
LLC, and your consideration of Deliotte to serve you.

Unfortunately, our firmwll not be submitting
a proposal for such services. There's alittle nore, a
salutation and closing. That's the decline.

The other one is an e-mail that we received
froma Tom Val vano, V-a-l-v-a-n-o. He's a partner with

Grant Thornton, LLP. Basically, it's very simlar to
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the letter we received fromDeliotte.

They are claimng it's -- we have determ ned
that we do not have the expertise in the gam ng and
hospitality industries in order to appropriately serve
Mount Airy. It was a decline on that as well.

MR. SKLAR  Madam chai rman, can we have those
mar ked as exhibits 1 and 27

CHAI RVAN Di G ACOMD COLINS:  Yes.

MR SKLAR  So, Joe, the other four firms --

CHAI RVAN Di G ACOMO COLINS:  Way don't you mark
them yoursel f? Muwunt Airy No. 1 and Mount Airy No. 2.
Thanks.

MR. SKLAR.  The other four firms, they were all
verbal declines pretty nmuch?

MR D AMATO To the best of nmy know edge, yes.

MR. SKLAR  And after -- Barbara, after you
recei ved declines fromeach of the six firns there are,
did the Audit Conmttee direct counsel to file a
petition?

M5. LANG Yes, that is true.

CHAI RVAN Di G ACOMO COLINS:  Coul d you repeat
that question? | couldn't hear it.

MR. SKLAR  Sure.

After the big six firns all declined the

engagenent, did the Audit Committee direct counsel to
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file the instant petition?

M5. LANG Yes, we did

MR. SKLAR  Seeking the approval of Denetrius
for 2007?

M5. LANG  Yes.

MR. SKLAR: Now, | want M. deason to go
t hrough t he experience and qualifications of Denetrius.

MR. GLEASON: Madam Chai rnman and t he Board, |
woul d like to just sunmarize for you what the Trustee
has asked nme to do and that is to anal yze Denetrius in
terms of their qualifications, their experience, and
their independence, their ability to serve as the
auditors for the year 2007.

To give you a sumary, it is ny conclusion and
opi nion that Denetrius does nmeet those three standards.
| would like to review for you sone of the things that
have been considered in getting to that concl usion.

CHAI RMAN Di G ACOMO COLINS:  Thank you.

MR GLEASON. First of all, Denmetrius has been
in business for roughly 22 years. |In those years, they
have been very active as a regional firmin the Wayne,
New Jersey area as well as Eastern Pennsylvania, New
Jersey, and those contiguous states.

They have a very -- they have a very wide -- a

very wi de selection of audit clients who are in many

16
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i ndustries. They do not have significant gam ng
experi ence.

I think it's inportant to point out in this
case, they did seek out the firmof Mrowtz, which is
located in Atlantic City, New Jersey, who is very
steeped in the gam ng experience.

They have used that firmto suppl enment their
resources and to be able to deal with gamng. | think
they have done it in a very professional way.

If you would like, I could or Barbara Lang can
gi ve you nore explanation as to the firmof Mrowtz

I think they have at |east put together a team
that is qualified to do that. | think Denetrius as a
firmhas achieved certain things within the accounting
prof ession that shoul d be recognized as being -- giving
themthe capability to do this type of work.

One, they have been selected by the Public
Company Accounting Oversight Board. They have been
identified and privileged to do that. | think that is a
very inportant part of the SEC and the Sarbanes- Oxl ey
pr ocess.

In addition to that, Denmetrius is a nmenber of
the Private Conpany Practice of the Arerican Institute
of CPAs, as well as the SEC portion of that practice for

the Anerican Institute of CPAs. Going with that are
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very high standards and recognition for doing that. |
think that's another indication of what they have done
and the respect that they' ve received fromtheir peers.

Anot her, | think, inportant part is that they
have been -- JP Mrgan, who is the significant |eader of
the bank group in this particular situation, has
reviewed and is accepting of Denmetrius to serve in that
rol e.

Now, | would like to also address the issue of
i ndependence because | think that has been raised. |
think it is a very inportant point.

| feel that Denetrius does neet that froma
pr of essi onal standpoi nt, because there are certain
prof essional standards that are within the Anerican
Institute of CPAs; in particular, Standards 101 and 102
that deal with independence and integrity and
obj ectivity.

I think they have gone through that exercise as
a CPAfirmto satisfy thenselves that this engagenent
woul d be taken on and then could fulfill it.

The second thing is that the Sarbanes- Oxl ey has
put forth certain standards of independence. Again, |
think they have net that.

| have nmet with John Demetrius and his staff.

| believe that they are qualified and well prepared to
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do this work.

So, it is nmy conclusion and a reconmendati on
for the Trustee and | do pass it on to this Board that |
think that Demetrius would be appropriate to serve as
the auditors for 2007.

CHAI RMAN Di G ACOMO COLINS:  Thank you.

MR. SKLAR  Mark, can you address the issue
with Denetrius having First National Comunity Bank as
an audit client of which Louis DeNapl es previously was
Chai rman of the Board.

MR GLEASON. Yes. That is an issue that was
rai sed by the Board. | think, again, understandably so.

However, | don't believe that that rises to the
| evel of creating a conflict as far as independence goes
in this case.

The First Community National Bank matter was --
that is a very independent, a very different situation
M. DeNaples, who did serve as Chairman, but that
decision to select Denmetrius was done in conjunction
wi th other Board nenbers who di d have independence
which | think that is inportant.

But | would go back to the very inportant
criteria that Denetrius as a CPA firmhas an obligation
to |l ook at the professional standards as well as

Sar banes- x|l ey. They have | ooked at that and found that
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they are free of conflicts. Based on ny review and
di scussions with them | think that would be the case.

MR. SKLAR:  Thank you. Finally, 1'll have
Dr. Ceddia address the timng of filing audited
financial statements for 2007.

MR. CEDDI A: Thank you very nuch. Madam
Chai rman, good afternoon and nmenbers of the Board.

Basically, this Board is famliar with the fact
that currently with the banks involved in the original
financing of Mount Airy #1 LLC, they were in the
process of a restructuring activity.

Basically, at this point, there are a nunber of
related itens that Denetrius needs to close out as part
of this restructuring effort to conplete their '07
audi t.

So, there is the necessity of an extension in
order for us to conplete the '07 activity. As this
Board has done previously in the approval of the initial
extension, the additional 90 days will give us tinme to
be able to conplete all this process and close out '07
inrelationship to the restructuring effort underway
now.

COWM SSI ONER ANCELI: 90 days for what?

MR CEDDIA: | think -- why don't you -- -

CHAI RVAN Di G ACOMO COLINS:  Are you now
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requesting a 90 day extension from what ?

MR CEDDIA: Well, | think 1"l ask M. Sklar
to address that.

CHAI RVAN Di G ACOMO COLINS:  Fromthe statutory
deadl i ne?

MR. SKLAR. No. Ninety days from whenever, if
the petition is approved for Denetrius. It's really two
separate --

CHAI RMAN Di G ACOMD COLINS:  What's the
statutory deadline for the subm ssion?

MR. SKLAR:  February 29th. That's within 60
days of the close of the year.

CHAI RVAN Di G ACOMD COLINS:  The condition
i mposed was 45 days?

MR. SKLAR  An additional 45 days was given by
the Bureau of Licensing and that is until April 17th.

CHAI RVAN Di G ACOMO COLINS: Ckay.

MR SKLAR W have it, but as Dr. Ceddia
i ndi cated, we're going to need nore tinme given the JP
Mor gan i ssues.

CHAI RVAN Di G ACOMO COLINS: 90 days from April
17t h.

MR SKLAR O 90 days fromtoday woul d be
fine.

CHAI RVAN Di G ACOMO COLINS: Fromtoday. All
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right. Al right. Then let me go to Chief Enforcenent
Counsel and see if they have any questions at this point
and then we'll turn it over to the Board.

M5. DAVENPORT: Thank you, Madam Chai r man.

Wth respect to the e-mails, we reviewed the
e-mails and saw the letter fromDeloitte & Touche but
al so the conversations you had with the six firns, did
they state a specific reason for declining your RFPs?

MR D AVATO. There is a multitude of issues.
One was the timng aspect, being late in the area when
the RFPs went out in Cctober, nost of their manpower
staffing level is commtted. W are a year-end audit.

Sone of it had to deal with the size of the
audit. It wasn't a significant one. Part of it is
frankly, the public relations surrounding
M. DeNaples and al so then subsequently his |icense
suspensi on.

There are issues, | think, ever since some of
t he accounting scandals back in the -- the early 2000,
2001, accounting firns taking over higher standards on
the risk managenent. So we have had declines
unfortunately because of that reason as well.

M5. DAVENPORT: It's ny understanding you have
some RFPs out for '08 and '09; is that correct?

MR D AMATO Yes, we do. The Independent
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Audit Committee has requested us to do that as well and
they are out.

M5. DAVENPORT: Have there been any responses
or conversations with those firns?

MR D AMATO Yes. Al big six, | believe,
have declined the bid on '08 and '09. W have expanded
t he nunmber of RFPs we sent out to some other firns that
have gam ng-rel at ed experi ence and have received
negatives on those as well except for one that |'m
waiting to hear back on out in the Pittsburgh area.
They have not called back in over three weeks. | wll
initiate another phone call to themas well.

M5. LANG | would like to add to that because
the Audit Committee, you know, is very concerned about
getting auditors for '08-'09. So we have al so assisted
in the search to try to expand who el se night be
avail able to do the audit.

W have used our contacts to try to devel op new
firms that mght be interested. W have devel oped a
few It's not easy to find firns that nmeet our
criteria. 1In every case, we have had decli nes.

CHAI RVAN Di G ACOMO COLINS: M ss Lang, with
respect to the issues before this Board, which is the
request to allow Denetrius to be retained for the 2007

audit, to close the books on 2007, in your experience
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that you have outlined for this Board, are you satisfied
with the level of, and as the financial representative
on the Audit Conmittee, are you satisfied with the |evel
of independence and with the qualifications of Demetrius
interms of the regulatory requirenent?

M5. LANG | am Actually, | reviewed the
standards that were set by the various organizations
that we m ssed, NICPA, the SEC, and | reviewd the
st andar ds.

| also reviewed the qualifications of Denetrius
& Company. | amintimately famliar with the
qgqualifications of the gam ng group that was hired to do
part of the work for Morowitz & Conpany. Based on all
of that and based on my experience with audits, | didn't
mention that | oversee the audits on these progressive
slot trusts, which, by the way, are done by a Big Four
firm

Based on that, | amconpletely satisfied that
Denetrius is not only capable but has the independence
that is required to do the job

CHAI RVAN Di G ACOMO COLINS:  Tell us about the
consulting firmthat was retained, Morowitz, is it?

M5. LANG  Yes.

CHAI RVAN Di G ACOMD COLINS:  Tell us about that

firmand whether or not that firm based on your
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eval uati on, has any connections to the bank. | forget
the name of the bank, First National.

M5. LANG Well, | really wouldn't have any
know edge about that. | didn't specifically ask them
about that, but they certainly don't list that bank as a
client and that would be very farfetched because this
conmpany deal s al nost excl usively with gam ng conpani es
That's what they do.

They are gami ng advisors. They do a |ot of
work wi th devel oping internal controls, which is the
basis for a lot of the work that is done on audits.

They also do internal -- internal audit outsourcing.
They are really known -- it's a very snmall gam ng world.
The conpany is known to be ganing experts.

| personally actually know the founder of the

conmpany as well. | know his educational background
So, I'mvery satisfied with the level of work that they
have done

CHAI RVAN Di G ACOMO COLINS:  All right. Do you
have any nore questions, M ss Davenport?

M5. DAVENPORT: No ot her questions, Your Honor;
but | would Iike to have Jim Talerico testify.

CHAI RMAN Di G ACOMO COLINS: Do any of the Board
menbers have questions of Mss Lang or M. D Amato at

this point?
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Let's start with Conm ssioner Sojka and then
we'll go on fromthere.

COW SSI ONER SQJKA:  I'm sticking on the
Morowi tz issue. Could you tell us just a bit nore about
what sort of service they actually provide? Do they
have persons on-site? Are they advising only or are
they actually exploring the books? Are they really
produci ng the audit and have Denetrius look at it? |
can't understand the |level --

M5. LANG Mirowitz Goup was actually on-site.
There are certain aspects of an audit that have to be
done at specific times. The Morowitz Goup had auditors
on-site at year-end right at 12/31 to do things like
observing the inventory and observing the cage count.

There are specific jobs that have to be done in
person and on-site. | know that the group was there
doing that in person. They're not just in ivory towers.
They're actually rolling up their sleeves and doi ng the
wor K.

COW SSI ONERS SQJKA:  Thank you.

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

COMM SSI ONER McCABE: | have a coupl e of
guestions about Denetrius. How nmany conpani es or

clients do they represent?
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MR GLEASON. | have information that | have
obtained fromtheir website. It has a listing of the
publicly traded or the SEC clients.

COW SSI ONER McCABE: That was going to be ny
next question. How many of those conpanies are publicly
traded?

MR D AMATO | think there's about 20.

MR GLEASON. Seventeen that was listed on
their website.

COWM SSI ONER McCABE: Gkay. So they're
representing nore than -- their clients are nore than
Mount Airy and First National Comunity Bank?

MR. GLEASON. Oh, yes. | think it's inportant
to understand, they have been established for nany
years. They do substantial audits. Having done this
many publicly traded conpanies, they are very famliar
with the SEC requirenments, as well as the Al CPA
requi renments.

COW SSI ONER McCABE: What | am hearing from
your testinony is what you believe they are independent
because of 101 and 102 and Sar banes- Oxl ey.

I think | just heard they represent a nunber of
clients that are publicly traded and it's -- nore than
ten clients that they have?

MR. GLEASON. That is right, Comm ssioner
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M Cabe.

COW SSI ONER McCABE:  And they have obtained a
consul tant conpany to gain that gam ng expertise?

M5. LANG And to actually do, you know, sone
of the internal audit work -- not internal audit, sone
of the audit work on-site.

COWM SSI ONER McCABE: Thank you

CHAI RVAN Di G ACOMO COLINS:  And you are
satisfied with the level of performance, M. D Amato and
M ss Lang.

MR D AVATO | would comment that in ny
interactions of the representatives of Denetrius and
specifically M. Denetrius, are extrenmely wel
qgual i fi ed.

The competency | evel conpares to those of audit
partners | have net with, some of the Big Six firns.

In addition to explore or expand on Morowitz,
want to make it clear they did not do the audit. The
opinion will cone from Denetrius & Conpany.

They did the segnent that dealt with the casino
operations portion of it, which as Ms. Lang testified to
and discussed is a -- their area of expertise.

In addition to that, they hel ped Denetrius as
we went through our initial filings of internal controls

that were subsequently reviewed by the Gami ng Board and
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reviewed by staff as well back when we made our initial
filings of internal controls. They went through and
hel ped Denetrius and assisted Denetrius as well.

The audit and the opinion will be Denetrius.
They nust rely, ny understanding, rely on the work and
review the work that Morowitz does.

M5. LANG And | just want to nention that |
actually had an opportunity to speak with nenbers of the
Morowi t z Conpany who are on the job. So, based on our
conversation, yeah, | have no problemw th the work that
was done.

CHAI RMAN Di G ACOMD COLINS: Al right.

Now, and your w tness now?

COMM SSI ONER G NTY: | have a question.
CHAI RMAN Di G ACOMO COLINS:  I'msorry.
COMM SSI ONER G NTY: | have a question of

M. deason. Do you consider Denetrius nationally
recogni zed? Let me put it another way. Can you define
nati onal ly recogni zed?

MR GLEASON. | don't know that it's a standard
term | think there are a handful of firnms that as we
have nmentioned. The six that were contacted, they are
nationally known firms. There's sone other |arge
regional firms, there are specialized firnms that have a

nati onal reputation.
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I would not say that Denetrius has a national
reputation. That's not in any way to di srespect them
but they're just not at that status.

COWM SSI ONER G NTY: This is a criteria that
the Board put in an Order that we can certainly change
if we have to.

It seems to me fromthe conversation here that
we have really constrai ned by our own term nol ogy the
ability to define a solvent accounting firm Wuld you
agree with that?

MR. GLEASON: | think in this particul ar
situation, the definition makes it difficult to find
sonmebody, to find an auditor.

M5. LANG | wanted to add one thing because
the question is, you know, about national recognition.
| think your point is well-taken.

| did want to nention that | noticed on the
Denetrius website that they are a nenber -- G ant
Thornton is a very large national conpany, a CPA firm

They mention on the website that they are part
of their shared professional services, which gives them
certain resources of the national firm So, | think
that's inportant to note and often snaller firns wll
access, you know, the expertise of larger firns through

various either formal or informal connections. So this
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is a formal way they have been able to do that.

CHAI RVAN Di G ACOMO COLINS:  Thank you. That's
very good information for us.

COWMM SSI ONER G NTY: Let nme go on further.
They represent at |east 17 publicly traded conpanies.
So, they obviously sign the financial statenents for 17
public conpani es that one can assune are right outside
of New Jersey and investors who have accepted their
certification as to the -- was that reasonabl e?

MR GLEASON: | think it definitely is. 1In
light of the fact that they are SEC clients, all of the
stringent reporting requirenents that the SEC provides,
they clearly neet.

COMM SSI ONER G NTY:  They certainly have a
nati onal reach, one would say?

MR. GLEASON:  Yes.

COMWM SSI ONER G NTY:  Maybe even an
international reach? |'msorry.

CHAI RVAN Di G ACOMO COLINS: M. Tal erico?
Wul d you like to present himnowto testify?

M5. DAVENPORT: Thank you, Your Honor.

MR. TALERI CO. Madam Chai r man, nmenbers of the
Board, first of all, | should put into the record ny
credentials. | have a master's degree in accounting

from Tenple University. | have a nmaster's degree in
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governnent adm nistration fromthe University of
Pennsyl vani a.

I will be conpleting ny Ph.D. in public
adm ni stration, my dissertation, next nonth. | have a
certification in fraud exanmination. | have over 30
years of auditing experience with the Pennsyl vani a
Departnment of the Auditor General.

Let me get back to what I'mtestifying to. W,
the Financial Investigations Unit, realize that in
Novenber of 2007, Mount Airy distributed 2007 Audit Firm
RFPs to six major, nationally recognized audit firnms and
that none of those firns responded positively to the
RFP.

G ven those circunstance and the fact that
Denetrius is currently in the process of perform ng work
on Mount Airy's 2007 financial statenents, the fact that
PCCB staff have net with Mount Airy's | ndependent Audit
Conmittee, the fact that PGCB have nmet with Trustee Dr.
Ant hony Ceddi a and Mark @ eason, the Board approved
Accountant Advisor to the Trustee, and the fact that
@ eason & Associ ates have nmet with Denetrius & Company
and have just testified that they are confortable with
Denetrius' work, and the fact that the Audit Committee
by Barbara Lang is also very confortable with Denetri us'

wor k.
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We realize that contracting with another
auditing firmto performthe audit of Munt Airy #1,
LLC s, 2007 financial statenments would be extrenely
difficult in the circunmstances. Thank you.

MR. PITREE Mdamchairman, | would like to
add, in ny previous experience, | amfaniliar with
Morowitz in the gaming industry. They do enjoy a solid
reputation in the gamng industry. | just wanted to put
you at ease about that.

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

Al right. M. Sklar, anything further?

MR SKLAR | would just like to nove Munt
Airy No. 1 and No. 2 into evidence.

CHAI RVAN Di G ACOMO COLINS:  Any obj ections?

M5. DAVENPORT: No objection.

CHAI RMAN Di G ACOMO COLINS:  Anything further?

M5. DAVENPORT: Based upon our review and the
facts in this matter, the Ofice of Enforcenent Counse
woul d not object to the Board waiving the criteria that
was set forth in Paragraph 12 of their October 2nd, 2007
Order regarding the Independent Audit Committee criteria
policy for fiscal year 2007. Thank you.

CHAI RVAN Di G ACOMO COLINS: O the alternative

-- in the alternative, perhaps the evidence once we
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review the evidence and di scuss it, perhaps the evidence
neets the criteria.

M5. DAVENPORT: It's a possibility, Your Honor.

CHAI RVAN Di G ACOMO COLINS:  So you would be --
is your statenment that in the absence of the evidence
directly nmeeting the criteria, based on what has been
presented, you recomrend a wai ver under this situation?

M5. DAVENPORT: | think that would be in order.

CHAI RVAN Di G ACOMO COLINS: Al right. Thank
you. Very good. What we will do is adjourn for
del i berations, and then we w |l conme back and conduct
the public meeting and vote on this notion as with the
WA notion during the course of the public neeting. |
t hi nk maybe 20 minutes to a half an hour for us to
di scuss these things.

MR. CEDDI A: Thank you very nuch for the
attention you have given us this norning. W greatly
appreciate that.

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

(The hearing concluded at 12:30 p.m)
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