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I Bureau of Gambling Control

EpnunD G BrROWW IR,
Attorney General of California
Sara J. Draxe
Acting Senior Assistant Attorney General
T. MICHELLE LAIRD
Deputy Attorney General
State Bar Mo. 162979
116 West A Street, Suite 1100
San Diego, CA 92101 ,
P.O. Box 8§5266 .
Ban Diego, CA 92186-5266
Telephoue: (519 645-2323
Fax: (619) 645-2012 .
E-mail MichelleLaird@idoi.ca.gov .
Atiorneys jor Comploinap
Jacob A Appelsmith, Chief of the

BEFORE THE
CALIFORMIA GAMBLING CONTROL COMMISEION
' ' STATE OF CALFPORNIA

InT ixs Marer of the Swrement of ssues OAH Case No. 2009090804
Against: : :
: _ BGC Case No, BGLOIS0C]
KEVIN FREELS AND NEW GAMING :
SYSTEMS, INC,, STIRULATED SETTLEMENT,
‘ DECIBION AND GREER
Respondents,
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IT 1S HERERY STIPULATED AND AGREED by and betwesn the pariies to the above-

entitled proceeding that the following matters are irae:
PARTIES

1, lacob A, Appelsmith (Complainan) is the Chief of the Bureau of Garobling Control,
Caliifofnia ‘Depammem of Justice (Bureau). ' He brought tis action solely in his 6irrficial capacity
and is represented .i'n this matter by T. Michelle Laird, Deputy Attorney General. »

2. Kevin Frecls and New Gaming ystems, inc. (Respondents) are represented by
Attorney John P, Panneton, 845 University Ave., Sacramento, Cia!ii‘omia, $58235, welephone (916)
921-9850.

-

3. Respondent Freels, principal owner and President of Respondent New Gaming

Systenss, Inc., submitied zn.epplication for & finding of suitability as & Gaming Resource Supplier

! v sl - s ’ ¥ . - 2 . ;
© 1o the Division of Gambling Control {(now Bureau) on or about January 24, 2001.° Theregfler, the

Bursau recommendad to the Gambling Conws! Commission (Coromission)) that Respondents’

application be denled. Respondents requested an evidentiary hearing before the Comumission and,

on November 3, 2005, the maiter was referred by the Commission w the OFfce of Administrative

Hearings for an evidentlary hearing before an Administrative Taw Judge.
JURISDICTICN

4. Bratement of Issues No, DGCO1300] was filed before the Commission on or about
Jupe 28, '.7;4'10'7,, and-is currently pending agafin_st R.espcznc.iﬁms. The Statement of Issues and all i
other stannorily required documents were properly served on Res:pondemt;s‘rm July 27, 2007, .
Respondents timely filed a Notice of Defense contesting the allegations inn the Swatement of
Issues. A copy-of Stutemens §f Issues No. DGCH15001 is attached as exhibit A and is
inoorporated hersin by reference.

3. The parties agree that the Commission has judsdiciion over this matter and has

authority 10 approve this Stipulsied Setflement, Decision and Order (Stipulation).

* Jaceb A. Appelsmith is substituted a5 the Complainant for Roberi E, Lytle, Ir., Director
of the fgrmer Division of Gambling Control.

© All further references are 1o the Buresu, regarless of whether it was called the Bureau
or the Division during the relevant time. '
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CONTINGENCY
6. This Stipulation is subject to final approval by the Commission. This Stipulation
shall be submitted by the Bureau 10 the Cemmission for approval at a noriced Commission
meeting. Respondents understand and sgree that Re:s.pondxzms ay not withdraw this agreement

or seck to rescind this Stipulation prior 1o the time the Commyission considers and acts upen it. If

the Comumission fails 10 adopr this Stipulation as its decision and order. this Stipulation shall be of
no force or effect, except that Complainant and Respondents agme. that this Stipulation shell be
inadmissible in any Jegal action between the parties or for any purpose, and that the Commission
shall notbe disqualified from further action by having considered this mater,

7. If the-Commission rejects this Stipulation as irs decision and order, and no amended
agresment or seltlement is reashed be:fore-v two additional regulerly noticed Commission mestings
have concluded or sixty days have & ﬂpséd, whichever is lexer, the Bureau shall request the
schedu}ing of a formal evidentiary hearing of Statement of Issues No, DGCOT3001 before an
Administrative Law Judge from the Office of Admivdstrative }}%Irsm-ihgs.

ADVISEMENT ANB WAIVERS
8. Respondentshave ca}cﬁ:'ilg: vreaal','djscmésed with couﬁsr;i, and fully understand the }

allegations and Causes for Peaisl in Biatement of lssues Mo, DGCHI 500!, Respondents have

also carefully read, discussed with counsel, end fully wnderstand the offects Gf this Stipulation.

9. Respondents are fully aware of their legal rights in this mater, imoluding the right 10
an udminisirative evideniiary hearing on the allegations and Causes for Denial in the Sttement of |
Issues; the right 1o coanffcmi and gross-examing witnesses; the right 1o present evidence and to

1estify; the right to the issuance of subpoenas to compel the attendance of witnesses and the

production of documenis; the right to reconsideration and court review of an adverse deciston;

and adl other rights accorded by the California Administrative Procedurs Act and other applicable
taws,

10,  Respondents, in somsuﬁta’tion v?ith their sHorney, voluntadly, knowingly; and
inwelligently waive and give up each and overy right sct forth in paragroph 9, above, with respect
to this matier, and give up any right 1o challenge by way of hearing the allsgations and Causes for

3 '}3\
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1 based, in part, on the operation of devices provided to Mose tribes by catitios of which

following admissions:

‘the Viejas Tribal Gaming Commission certain business relationships with other tribes and 2 1994

Dernial in Statemernt of Issues No. DGCOLS00L, with respect io this matter, and o challenge or
collaterally stiack the terms of this Stipulation.
11, Respondents agres that counsel for the Bureau and the staff of the Bureau may

communicuie directly with Commission staff regarding this Stipulation, withou! notice 1. ot

narticipation by, Respondents or thelr counsel, prior to-the Commission's consideration of this
, p y, Resy ,

Stipulation at a noticed Conunission megting, and that no such commumications shall be deemed a
;
prohibited ex parte communication. :
ADWISSIONS |
12, The admissions made by Respondents herein arc only for the purposes of this

proceeding, or any other proceedings in which the Bureau or the Commission js involved, and

shatl not be admissible in any other eriminal or civi) proceeding, Respondents horeby make the

a. In 2005, Resnondent Fresls was vonvicted of misdcmea;nof trespass and van&aﬁsm
itz connection with a domcsticl matier.

b, Betwesn 1999 and 2_604,;&11: Wational Indian Gaming Commission (NIGC) issued
a single MNotice of Violation sach to the Choetaw Nation of Okldhoma, fhe Abseniee Shawnce
Trive of Oklahoma and the Coyote Valley Band-of Poro Indians of Califomia for operating ciass

[T1 gaming devices in the gbsence of 2 tribal-state corapacl. These Notices of Viclation were

Respondent Freels was o principal, Respondent Freels contends the devices provided to each of
the tribes were class 1 deviees and the Bureau contends they were class 111 devices.

- ¢, In 2001, Respondent Freels failed to include on the “business information™ sectdon

of his apphication for a finding of suitability submified 1o the Bureau that he held a business ;
interest in Capital Sweepstaizes, Inc,

d. In 2000, Respondent Freels failed 1o incluwde on his vendor Heense application to

civil action involving Respondents, as detailed on page 11, lines 11 throngh 24 of the Steiement

of Issucs,

4 ' e
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¢. In 1999, Respondent New G@ning Systelﬁs, Inc., an entity of which Respondem
Froels was o principal, supplied gambling devices and related services 1o the St Regis i\"m.hzx\,vk.
Tribe of Mew York withoat first ob;aixﬁing & valid t'egiétration fram the New York State lHoensing
Board, as detailed onpage 12, Iines& through 13 of the Stalement of [ssues, Respondent Freels |
coatends o temporary registration had been issued belore gumbling devices were insislied.

&

£ 1n 1999, Capirtal Sweepstakes, Inc., an entity in which Respondent Freels held a

* business interest, possessed thrae telephone card sweepstakes devices, deemed unlewful by the

Bureay, nd placed them in e California cardroem. for yse by the public,

. 1n 1998, the NIGC igsved & Notice of \/ioi.étion to AKA industries, an entity of
whish Respondent Freels was & pri-pcipfﬂ_, for manuging gaming operations on 1ribal lands swithawt
NIGC approval. The Notice of Violation, was resolved by confidential settlement agreement
between the NIGC and AKA Industries.

OTHER MATTERS

i3, The parties understend and agree that facsimile copies of this Stipulated Sertiement
and Disciplinary Order, ineluding {acsimile signaturey (hereto, shall havs the same force and
effect as the vriginals, . '

ORDER

In copsideration of the foregeing agreements, admissions and stipuiaﬁons, the parties agree
thes the Comumission mey issus and enter the following Orclc;.':. |

IT1S HEREBY ORDERED that Respondents will be issued @ conditional finding of

snitability, beginning on the efféctve date of this Stipulation, Decision and Ordar and subject 1o

the following terms and conditions:

1. The conditional finding of suitability shall be effective for four (4) years, beginning
on (he elfective date of this Stpelation. and ths 1enms ;xnd cc;n;iiti;ons herein shall be placed upon
the {inding ol soitability and. any permil, license, approval or regisration issusd by the
Conunigsion as a resu.li.;

2. Respondents may vonduest business as a Gaming Resource Supplier in Califomia bin

their amtharity 1o scll, lease or ntherwise engage in the offer for operation of gambling devices in

; (%
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(2) yesrs from the effective date of this Stipula‘ti on, consistent with the biennial compliance

“Stipulation, as determinzd afier a duly nodeed hearing, Respondents” conditional finding of

Califorpia is limited 1o business with the C_hiu_ken Ranch Rancheria of Me-Wuk Indians, pursuant
1o the texms of that Tribe’s class 111 gaming compaet with the Stare of Calitornia (1999 Tribal-
State Compact),

3. Respondents’ conditional finding of suitability shall be subject to renewal every 1wo

review required by the 1999 Tribal- State O “ompact,
4. Respondents shall report 10 the Bureau any and all allegations made by any tribal ;

éammn pgeney, tribal gaming opesstion or tribal gaming Laml“t} and by any state or federnl

ageney of am wolauon of laves, rules or regulations against Kevin Freels, New (mmmL r Systems,
Inec., or any s.ni ty of which Respommm Freels Is a principal, occursing during the term of the
conditional finding of suitability, within ten (10) days of knowledge of any such allegation(s).

5. Respondents shall report to the Burean any and all -z\dxnizaistratix-‘e; chvil or eritninal
;’nfocc-sdmgs fied by ot against Kevin F._rcals,' New Gaming Systems, Inc., or by or against any

atity of which Respondent Freeis is a principal, occurding during the term of the égnditioﬁa:
finding of suilability, within ten (.un days of knowledge of any such p::nmeed'iﬂg(s).

6. Respondenis shell engage an maepenaen* aocoumant ficensed 1 m the Calitornia Board
of Acc-mmtancy wreview New C’:-avmng Systems, Inc.’ 5 g A imazm.al »tatun‘ntx in accordance
with smndﬁrc‘u s for accourting and review services and to submit such annual reviews to the

; -
Bureau within sixdy pé*’j jdays of the end of New Gamring Sysiems, Tae.’ s Jiscal vear for a period
of four (4) vears fmm the effective date of this Sﬁpulazion.

7. Rés_poziﬁexlts shall submit Ness Craming System, Inc.’s accounts payable journal to ﬂm
Burean within sixty (60) days of the end of New Gaming Systews, Inc:'s fisca] vear for a pmod
of four (4} vears from the cffestive date of this Siipulation, which journal shall include 2 listing of ¢
all entities with whom New Gaming Systems, Tnc, hras conducted any busingss.

8. I{atanyfime duripg the four {4) year rerm of the conditiona! finding of suitability,

Respordems Freels or New Gaming Systems, Inc. vivlate the California {ambling Conrol Acl, |

the Bureau's or Commission’s regulations, the 1999 Tribal-State Compact or the termis of this

6 (%
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suitebifity, and amvpc;mlt, Keense, ﬂpérom 1 or registration issued as o resuit, shall bc revoked,

Nathing herein shall have sm‘y impact upon the Bureaw’s or the Commission’s discretion 1o pusste

disciplinary action against Respendents for violation(s) of the California Gambling Control Act,

the Bureaw's or Commission’s regulations, the 1999 Tribal-State Compact or this Suipulation,

orcurring during the wrm of Respondents™ conditional finding of suitability. or impose upou the
Bureau or the Commission .,uw obligation w pursue any such action, Nothing herein shall have

any impact upon the Bureaw’s or the C.onnnission’s discretion to pursue.disciplinary action

against the conditionu] ﬁudiﬁg of sullability, and any permit, license, approval ov registration
issued as & rcsd\.t.‘ tor any act or omisgion not specified in the Burcau’s Vendor Background

Investigation Repdn dated December 31, 2004 (revised Septemiber 30, 2503), regardless of when

it occured., or impose upon the Bureau or the Commission any obligation 10 pursue any such
| adtion.

| 8, no vxolaums of the Califoraia {;amb ing Control Act, the Bureau’s or
Commission’s regulations, the 1999 Tribul-State Compact or the Lerms of T this Stipulation occur
during the ierm of Respondents’ cumditional finding of suitability, 25 determined after & duly
noticed hearing, none of the facts alleged inthe Statement.of Issues or any admissions made
herein'mey be used by the Bureaw o recommend derial of any subsequens applicarion, including
any renewal applicaii.on, subrnitied by Kevin Freels, New-(aming Systemms, Inc. or by any entity
in which Respondent Freels isa principal, or to f))_\rsue diseiplinary nction againgt same
10, o violalions of the California Greunbl's' ng Control Act, the Burea's or

Comunission™s regulations, the 1999 inba! State Compact or the terms of this Stipulation occur
during the term of Respondents’ conditional finding of swmblhrv as determined after a duly
noticed hearing, the conditions imposed upon Respendents’ finding of suitability, and any permit, E
license, approval or registration issued as a result, wiil terminate. FHowever, RLRDOndan il
contnwe fo be subjecl 1o any and all Taws, LUJC‘:\: and reguiations applical¥ie to any non~conditional

finding of suitability, pcrmn hccnsc approval or ragistration,

11 Respondents will be responsinle for paying costs incurred by the Bureay in the

amount of $300,000. Half of these costs (3150 0(}()) will be due within ten (10) days of the

5 ’ 7y
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vinlations ol the California Gambling Control Act, the Bureats or Commzsswn 5 regulptions, the
eonditional fnding of suitability, as determined afier a duly noticed hearing. If any such violation |
is found. the previousiy waived portion of the fine will immediately be due and payable,
diseussed xtvmh my aiterney, John P. Panneton, 1 understand this Stipuiation and the effect it
issn,ed ag a result, | emter into this Stipulation vpluntarily, knowingly, and inellipently, and agree

10 be bound by the Order of the Conmmission.

Dated: May 1§, 2010

conwent. : i

eff ective dale of this Stipulation. The remuining balf of these costs will be wmvcd ifne

1999 Tribal-Srae Compact or the terms of this Siipulation vecur during the term of Respondents”

ACCEPTANCE

1 ‘ha*,'e: carefully read the above Stipulated Settlement, Decision and Order and have fully

will have on the conditional finding of suitability and apy permit, license, approval or registration

H “'\

!".’/\'\»—\ \’&'

REVIN B Rﬁ‘ s .
For Himself Ind: v:auall\-' and as President of
New Gaming Systems, . ine., Respondenis

ENDORSEMENT !

I'heve read and fully discussed with Respondents theterms and conditions and other

matters contained in the above Stipulated Settlemend, Decision and Order. 1 approve its form and

Dated: May /&, 2010

AT

NP ”ANT\FTO?\' B SQ : :
Anomey for Respondents '

LOMPLAINANT'S ACCEPTANCE

Dated: May ___, 2010

JACOB A, A*’PLLSMITH EbQ
Chief, Bureau of Gambling Contal, Complainant

% {iﬁ.
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atfective date of this Stipudation, The remaining half of these costs will be waived ifno

violations of the California Gambling Cortrol Act, the Bureaw’s or Commission’s regulations, the -

- 1999 Tribai-Btate Compact or the terms of this Stipulation ccour during the wrm of Respondents t

conditional finding of suita'bility, as deicrmined‘ after a duly noticed hearing. If any such violation |
is found, the previously waived portion of the fine will immediately be du.e and payable,
| ACCEPTANCE |
_ { have carefully read the above Stipulated Settlement, Decision and Ozder and have fully.
discussed it with my értcmay, John P. Panneton. I understand this Stipulation %m.c"l the effect it

will have on the conditional finding of suitabitity and any permit, leense, approvai or mﬁs’mucn :

issued as 2 result. T enter into {his Stipulation voiumaxxly knowingly, and imtelligently, and agree

to b bound by the Order of the Commission.
Dated: May 1% , 2010

: / 2{1';1.2\,\ "i‘ bk_ﬁ};e’\
KEVIN FREELS
For Himself Individuslly end as Pregident of
- New Gamhing Systems, Inc,, Respondents

ENDORSEMENT

[ have read and fully discussed with Respondents the terms and conditions and other
matters contained in the abovs Stipulated Settlement, Decision and Order. [approve iis form and | .
content.

Dated; May /7, 2010

20 _
FOEIN P PANNETON, ESQ.
Attorpey for Respondents

COMPLAINANT'S ACCE FTA}\{CE

- .-..-','//F' ' 5"'"'rf 2 /
Dated: May 2, 2019 SN TS
' P A
/./:/ ‘/:// /‘r f‘ ‘/;; ‘ , 1!/ ,
i

Z 'y ‘J A
JACOB Y-LP?E J/S‘MIJI"H ESQ.
/ } G ef, %v/z:,eaxyof.{’ra.ré’éi ing Control, Complainant
/ / 7
i
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ENDORSEMENT |
The foregoing Stipulated Settlement, Decision and Order is hereby respectfully submitied |
* for consideration by the California Gambling Control Commission.
Ty . ;
Dated: May 173, 2010 i
EDMUND G. BROWN JR,
Attorney General of the State of California
. i }\ « . \
'_By; A \p_'\,,iu AN ey |
T. WICHELLE LAIRD |
Deputy Attarney General :
Antorneys for Complainant
DECISION AND ORDER
The forduging Stipulatsd Settlement of the parties “In myﬁer of rhe Statement of Issues
_ _ A ‘ }
Against Kevin Freelsgnd New Gaming Systems, Ine.,” Buregt of Gambling Control Case No.
DGCOTS001, OAH Case Ne 2009090804, including 21l aflached exhibits, is hereby adopted as
the final Decision and Qrder of thd-Calilomia Gambling Control Cammission. and is affective on
the date of its exeontion by the Commissio
IT 18 8C ORDERED.
Dated: 2010
= c— .
DEAN SHELTON, CHATRMAMN
Californda Gambling Control Sgmmission
!5
i
i
) o L . ? A
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DECISION AND ORDER

DECISION AND ORDER OF THE COMMISSION:

The foregoing Stipulation has been adopted by a majority vote of the
Commission as its final decision and order in this matter and is effective upon execution
below by the Commission members.

1T 1S SO ORDERED

Dated: . Y-29-11 Signature: ’k@,&/ﬂ‘m %VVM!V\J

Stephanié Shimazu, Acting Chéirperson

Dated: 94: /;{Q/;&o [ | Signature: %@V(/ W

Tiffary E. @klin, Commissioner

Dated: L(’/Qr? { 20 1] Signature:

lAureh Hammond, Commissioner




