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B<;;C Case No. HQ2014-00001AL 

STIPULATED SETTLEMENT; 
DECISION AND ORDER 

The parties to this Stipulated Settlement, for themselves and no other party, enter into 

this Stipulated Settlement to resolve finally the above-titled Accusation and Statement of Issues. 
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I 
i 

}>URPOSE OF THIS STJPULA TED SETTLEMENT 

2 This Stipulated Settlement finally resolves the allegations set forth in the Accusation and 

3 Statement ofIssues as they pertain to Respondents Garden City, Inc. (Garden City), Peter V. 

4 Lunardi III (M1'. Lunardi), Jeanine Lynn Lunardi (Mrs. Lunardi), and the Lunardi Family Living 

5 Trust, dated August 27,2008 (Lunardi Trust) (collectively, Respondents). This Stipulated 

6 Settlement does not resolve any allegations as they pertain to Eric G. Swallow (Mr. Swallow). 

7 The Accusation and Statement of Issues seeks to discipline Respondents' licenses - by denial of 

8 renewal, revocation, suspension, and/or fine as appropriate:- for violations of, and lack of 

9 suitability for continued licensing under, the Act and the regulations adopted pursuant to the 

10 Act. The Accusation and Statement ofIssues alleges that Respondents, and Mr. Swallow, 

11 engaged in self-dealing through affiliated entities to reduce Garden City's reported net income, 

12 caused payments to be made to persons and entities not licensed under the Act, engaged in and 

13 received undocumented transactions and payments, and allowed, engaged in, and accepted the 

14 benefits of pattems and practices that demonstrate a disregard for prudent and usual business 

. --l-S- ,-centrols·and-o:veFsight. The A,~cc,usati on -and-Statement-oLIssues-fuliheLal1eges.that ,- -
16 Respondents had prohibited interests in the funds wagered, lost, and won by the company 

17 providing third-party proposition player services to Garden City. Respondents denied, and 

18 contested, the allegations set forth in the Accusation 811d StatementofIssues. To resolve the 

19 Accusation and Statement of Issues, the parties hereby stipulate as follows. 

20 PARTIES 

21 1. Wayne 1. Quint, J1'. (Complainant) brought the above-titled Accusation and 

22 StatementofIssues solely in his official capacity as the Chief of the Califomia Department of 

23' Justice, Bureau of Gambling Control (Bureau). 

24 Garden City is a licensed gambling enterprise, California State G8111bling 

25 License Number GEGE-00041 O. That license expired on May 31, 2014, subject to the outcome 

26 of the Accusation and Statement ofIssues, Garden City does business as Casino M8trix at 1887 

27 Matrix Boulevard in San Jose, Califomia. It is a 49-table card room. 

28 
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3. Mr. Lunardi, license number GEOW-001331, was a shareholder of Garden City, 

2 is a trustee of the Lunardi Trust, and is endorsed on Garden City'S license. Mrs. Lunardi, 

3 license number GEOW -003119, also was a shareholder of Garden City, is a trustee of the 

4 Lunardi Trust, and is endorsed on Garden City's license. The Lunardis are husband and wife. 

5 On August 12, 2010, the California Gambling Control Commission (Commission) approved the 

6 transfer of the Lunardis' shares, and issued license number GEOW-003259, to the Lunardi 

7 Trust, which then was endorsed on Garden City's license. Mr. Swallowiand the Lunardi Trust 

8 each own 50 percent of Garden City'S stock and constitute all of its shareholders. Their 

9 licenses expired on May 31, 2014, subject to the outcome of the Accusation and Statement of 

10 Issues. 

11 4. Collectively, Garden City, Mr. Lunardi, Mrs. Lunardi, and the Lunardi Trust are 

12 referred to as "Respondents" or "Respondent" in this Stipulated Settlement. 

13 JURISDICTION 

14 5. On or about May 2, 2014, each Respondent was served with an Accusation 

16 Request for Discovery (Gov. Code, § 11597.6); copies of Government Code sections 11507.5, 

17 11507.6 and 11507.7; and two copies of the Notice of Defense form (Gov. Code, §§ 11505 & 
\ 

.18 11506). After the Commission referred Respondents' license renewal applications to an 

19 evidentiary hearing, each Respondent was served with the above-titled Accusation and 

20 Statement of Issues. 

21 6. Each Respondent caused a timely Notice of Defense to be delivered to 

22 Complainant's attorneys. 

23 ADVISEMENT AND WAIVERS 

24 7. Each Respondent has reviewedcarefu1Jy, and has discussed with counsel, the 

26 

27 

28 

legal and factual allegations in the Accusation and Statement of Issues. Each Respondent also 

I The Accusation and Statement oflssues names Mr. Swallow and alleges numerous 
violations against him. Mr. Swallow is not a party to this Stipulated Settlement. An 
Administrative Law Judge assigned by the Office of Administrative Hearings presently is 
scheduled to hear the case against Mr. Swallow beginning on June 15,2015. 

3 

Stipulated Settlement; Decision and Order 



has reviewed carefully, and has discussed with counsel, this Stipulated Settlement. Each 

2 Respondent f1.111y understands the tem1S and conditions contained within this Stipulated 

Settlement and the effects thereof. 

4 8 .. Each Respondent is fully aware of hs, her, or his legal rights in this matter. 

5 Those rights include: the right to a hearing on all the allegations in the Accusati011 and 

6 Statement ofIssues; the right to be represented by counsel of its, her, or his choice at its, her, or 

7 his own expense; the right to confront and cross-examine the witnesses against it, her, or him; 

8 the right to present evidence and testify on its, her, or his own behalf; the right to the issuance 

9 of subpoenas 10 compel the attendance of witnesses and the production of documents; the right 

10 to apply for reconsideration and cOUIi review of an adverse decision; and all other rights 

II afforded by the California Administrative Procedure Act (Gov. Code, § 11370 et seq.), the 

12 Califomia Gambling Control Act (Act) (Bus. & Prof. Code; § 19800 et seq.), and all other 

13 applicable laws. 

14 9. Each Respondent voluntarily, knowingly and intelligently waives and gives up 

.15--
1 

. - each.and .everyright-set forth in paragraph 8 above, withdraws its,-her,-oLhis-requesLfoLEL 

16 hearing on the Accusation and Statement of Issues, and agrees to be bound by this Stipulated 

17 Settlement. 

18 STIPULATED ADMISSIONS 

19 

20 

21 

22 

23 

24 

26 

27 

28 

10. Respondents admit the truth of the following facts: 

a. Garden City has been licensed as a card room in the City of San Jose since 

approximately 1976. In 1998, it filed for bankruptcy protection. In 2005, Mr. 

Swallow, Mr. Lunardi, and Mrs. Lunardi, along with Dina DiMartino, entered 

into a stock purchase agreement to acquire Garden City'S stock from the 

bankruptcy trustee under a proposed reorganization plan. On January 5, 2006, 

the Commission approved the stock purchase agreement. On March 22, 2007, 

Ms. DiMartino withdrew her state gambling license application. Mr. Swallow, 

Mr. Lunardi, and Mrs. Lunardi purchased all issued and outstanding stock in 

Garden City in 2007. The Commission first endorsed Mr. Swallow, Mr. 

4 

Stipulated Settlement; Decision and Order 



2 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

16 

17 

18 

19 

20 

21 

22 

24 

25 

26 

27 

28 .J; 

Lunardi, and Mrs. Lunardi on Garden City'S license on March 1,2007. In 

August 2010, Mr. Lunardi and Mrs. Lunardi transferred their shares to the 

Lunardi Trust. 

b. In connection with the Garden City acquisition, Mr. Swallow and the Lunardis 

received financing from Comerica Bank, a federally regulated commercial 

lender. That financing has been extended on several occasions. 11 is secured by 

Garden City's assets and by the stock acquired by the Mr. Swallow and the 

Lunardis. The initial financing and extensions were not presented to the 

Commission for review or approval. 

c. On or about July 17,2008, the Lunardis, Mr. Swallow, and Deborah Swallow 

entered into a Buy-Sell Agreement relating to Garden City stoc1d101dings. That 

agreement states: "Eric Swallow and Pete V. Lunardi, III actively manage the 

business of the Corporation. Each of them performs approximately half of the 

overall work. If Eric were to die or become incapacitated, then his wife Deborah 

v/ould take his place." Deborah Swallow does not have; and never has.appJied. 

for, a state gambling license. 

d. Since the acquisition of Garden City, Mr. Lunardi was the corporate president 

and chairman of the board of directors. Mr. Swallow was the corporate 

secretary. Mrs. Lunardi was not a corporate officer. The board of directors 

consisted of three directors. At all times, the directors were the Lunardis and 

Mr. Swallow. In his capacity as president, Mr. Lunardi signed nearly all 

contracts and agreements on Garden City's behalf. 

e. On May 25,2007, Dolc-heeLLC (Dolchee) was lawfully formed as a California 

limited liability company. At all times since formation and according to its 

organizational documents, its only members have been the Eric G. and Deborah 

A. Swallow Family Trust dCj.ted August 31, 2004 (Swallow Trust) and the 

Lunardi Trust. The trustees ofthe Swallow Trust are Mr. Swallow and his wife 

Deborah. Dolchee' s federal tax returns for 2008 to 2013, however, listed only 

5 
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two members, Mr. Swallow and Mr. Lunardi. Neither the Swallow Trust nor 

Deborah Swallow lias, or has applied for, a state gambling license. 

f. In 2007 and 2008, Dolchee filed for trademarks on the name "Baccarat Gold." 

Dolchee has no other trademarks registered in its name with the United States 

Patent and Trademark Office. On December 31, 2008, Dolchee was lawfully 

converted out of California to be a Nevada limited liability company. By an 

undated License Agreement made as of January 1,2009, Do1chee agreed to 

provide certain denominated games to Garden City for a monthly minimum 

payment of$400,000, or $4.8 million annually. The agreement does not contain 

any provision for detem1ining any amount above the minimum. Between 

January 1,2009, and December 31,2012, Garden City's payments to Dolchee 

totaled $38,482,000; during that time period, Garden City always paid more than 

the mint mum annually. No invoices or similar billing documents or statements 

exist with respect to the payments exceeding the minimum. 

g.. On_July 21,2008, Profitable Casino .LLC (Profitable __ Ca_sil)Q) -'lyas30rm~d_as_~ 

California limited liability company. Its sole member is Mr. Swallow. On 

December 31, 2008, Profitable Casino was converted out of California to be a 

Nevada limited liability company. By an undated Application Service Provider 

Agreement made as of January 1, 2009, Profitable Casino agreed to provide 

access to certain computer applications to Garden City for a monthly minimum 

consulting fee of $400,000, or $4.8 million annually. Profitable Casino was to 

invoice Garden City for any fees exceeding the minimum. Between January 1, 

2009, and December 31,2012, Garden City's payments to Profitable Casino 

totaled $14,050,000. No invoices or similar billing documents or statements 

exist with respect to the payments. 

h. On December 31, 2008, Potere LLC (Potere) was lavvfully formed as a.Nevada 

limited liability company. Its sole member is Mr. Lunardi. By an undated 

Vendor Contractor Agreement made as of January 1,2009, Potere agreed to 

6 
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provide general business consulting to Garden City for a monthly minimum 

consulting fee of $400,000, or $4.8 million annually. Potere was to invoice on a 

monthly basis for all hours worked and to provide services on Garden City'S 

premises during regular business hours. Between January 1,2009, and 

December 31, 2012, Garden City's payments to Potere totaled $14,050,000, 

which was equal to the payments made to Profitable Casino. No invoices or 

similar billing documents or statements exist with respect to the payments. 

1. Garden City accounted for its payments to Dolchee, Profitable Casino, and 

Potere (collectively, Related Companies) as expenses, and not as dividends or 

distributions to its owners. The Lunardis agreed to the organizational and 

payment structure to accommodate Mr. Swallow's move from Califomia to 

Nevada. The structure reduced Mr. Swallow's, but not the Lunardis', tax 

liability to the State of Califomia. As a consequence of expensing those 

payments, Garden City's net income ranged between approximately minus 0.31 

percent and 1.42 percent of its gross gamingrevenues.hetween)anuaryJ, 20D9_, 

and December 31,2012. For three of those four years, Garden City'S net income 

was essentially zero. In 2013, Garden City's net loss exceeded $500,000. 

J. No invoices exist with respect to the payments to the Related Companies. 

Respondents agreed as a standard practice to estimate annual payments to the 

Related Companies and then make monthly payments based upon available cash 

flow. None of the Related Companies has, or has appbed for, a state gambling 

license. Potere's and Profitable Casino's owners were licensed by the 

Commission. One ofDolchee's two owners - i.e., the Lunardi Trus1- was 

licensed by the Commission; three of the four trustees involved in the two trusts 

were licensed. 

k. On May 30, 2014, Complainant issued an emergency order to Garden City. On 

June 23, 2014, Complainant issued an amended order (AEO). Respondents have 

fully complied in all respects v/ith the AEO. Under the AEO' s terms, Garden 
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City, among other things, was prevented from making payments to the Related 

Companies. For calendar year 2014, Garden City's net income was 

approximately 25 percent of its gross gaming revenues despite making payments 

to the Related Companies before the AEO's issuance. Dolchee's operating 

agreement requires a unanimous vote of the members; as a result, the Lunardis 

cannot unilaterally cause dissolution. 

1. On April 1,2009, Do1chee entered into a licensing agreement for Baccarat Gold 

with a California tribal casino. The monthly payment under that licensing 

agreemen1 is $1,200 per table per month. On June 1,2009, Do1chee entered into 

a licensing agreenien1 for Baccara1 Gold with a card room other than Garden 

City. Mr. Lunardi is infoTI11ed by the Bureau that the monthly payment under 

that licensing agreement is $1,200 per table per month for a minimum of two 

tables. On November 17, 2009 - 11 months after the effective date of the 

License Agreement described above - a patent for Baccarat Gold was issued to 

subsequently assigned the patent to Do1chee for no payment. 

m. On November 25,2009, Airport Parkway Two LLC (Airport Parkway) was 

lawfully formed as a California limited liability company. Its sole member is 

Airport 0pPOliunity Fund LLC (Airport Fund), which was formed as a Delaware 

limited liability company on December 3, 2009. Airport Fund's members are the 

Lunardi Trust and the Swallow Trust. Each trus1 owns a SO-percent interest in 

Airport Fund. Neither the Swallow Trust nor Deborah Swallow has, or has 

applied for, a state gambling license. 

n. On January 20, 2010, Airport Parkway closed an $8 million real estate purchase. 

AirpOli Parkway used approximately $2 million provided by the Related 

Companies as a down payment and financed the $6 million balance with· 

Comerica Bank, a federally regulated commercial lender. No written agreements 

exist between Airport Parkway, on the one hand, and any of the Related 
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Companies, on the other, with respect to this funding. Documents provided to 

the City of San Jose report the funds as capital contributions while documents 

provided to the Bureau report the funds as payments of consulting fees. 

Subsequently, on March 22, 2011, an additional financing with Comerica Bank, 

a federalJy regulated commercial lender, closed. The financing is ostensibly 

secured by, among other things, Garden City's assets and investment securities 

of Mr. Swallow, Deborah Swallow, the Swallow Trust, and the Lunardi Trust, 

although this issue is the subj ect of litigation in the dissolution proceedings 

between Mr. SwalJow and Deborah Swallow as it relates to the ownership of 

Garden City's shares. Neither the initial nor subsequent financing was 

presented to the Commission for review or approval. 

o. The real property was improved with a new eight-story building to house 

gambling, entertainment, restaurant, meeting, office, and other facilities. The 

property's address was changed to 1887 Matrix Boulevard. In April 2012, 

2011, for 1887 Matrix Boulevard. The lease provides for a fixed monthly rent of 

$600,797.67 with no escalation over its 1 O-year term. Pursuant to the AEO, an 

independent appraiser established the monthly fair market rent of 1887 Matrix 

Boulevard as of November 2014 to be $525,000. 

p. The Lunardis, basing their belief solely upon information supplied by the 

Bureau, believe: (1) on January 21, 2010, Team View Player Services, LLC 

(Team View Player Services) was formed as a California limited liability 

company with Timothy M. Gustin as its sole member; (2) on February 22, 2010, 

Secure Stone, LLC (Secure Stone) was formed as a Delaware limited liability 

company with Deborah Swallow as its sole member; and (3) Secure Stone's 

address is the same as that of AirpOli Fund. On May 1, 2010, pursuant to an 

agreement dated March 30, 2010, and signed by Mr. Lunardi and Mr. Gustin, 

Team Vie"v Player Services agreed to provide third-pal1Y proposition player 

9 

Stipulated Settlement; Decision and Order 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15-

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

services at Garden City. The Lunardis, basing their belief solely upon 

information supplied by the Bureau, believe that on or about May 1, 2010, Team 

View Player Services entered into a contract with Team View Player Associates, 

LLC ("Team View Associates") of which Mr. Gustin was the sole member and 

which, in turn, entered into an agreement with Secure Stone. The Lunardis have 

been further inforn1ed by the Bureau and believe that, pursuant to that 

agreement, Secure Stone received payments totaling approximately $3.6 million. 

q. Under an agreement dated August 22, 2012, with Garden City, Team View 

Player Services was to pay an annual fee of.$2,226,000, which included 

$1,113 ,000 for parking in Garden City's parking lot, a designated area on the 

casino floor, and use of the casino area for meetings with employees. Under a 

previous agreement, Team View Player Services provided third-party 

proposition player services at Garden City'S Saratoga Road location. When 

Garden City'S operations moved to 1887 Matrix Boulevard, demand for parking 

allowed to park in Garden City'S parking lot. Team View Player Services did 

not use any portion of the casino other than its office for meetings with 

employees. Team View Player Services' designated area was approximately 400 

square feet. 

r. On August 7, 2012, Garden City, doing business as Casino M8trix, opened a 

new casino, entertainment, and conference fac,ility at 1887 Matrix Boulevard. 

s. Exhibit A to the Accusation and Statement of Issues is accurate in most material 

respects except (1) a conflict exists between the organizational documents and 

tax returns as to Dolchee's members and (2) Respondents have no knowledge of 

payments (a) from Team View Player Services to Team View Associates, (b) 

from Team View Associates to entities affiliated with Scott Hayden, (c) from 

Team View Associates to Secure Stone, (d) from Profitable Casino to Bryan 

Robelis, or (e) made by the Swallovv Trust. 

10 
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11. Respondents offer the following facts in mitigation: 

2 a. The Commission renewed Respondents' licenses in 2012. The City of San Jose 

3 issued Mr. Swallow and the Lunardis stock-ownership and key employee 

4 licenses in 2007, which were renewed in 2009, 2010, ·and 2012. The last renewal 

5 was for a three-year term after the City of San Jose was paid $186,000 towards 

6 its investigative costs. Due to the lack of gaming operations experience by the 

7 licensees, the City of San Jose imposed requirements on the initial licenses 

8 mandating, among other things, that Garden City maintain an audit committee, 

9 employ an outside independent CPA, maintain a compliance committee with a 

10 chief compliance officer who had demonstrable "relevant gaming operational 

11 experience and sufficient knowledge of the California Gambling Control Act," 

12 and install an off-site surveillance monitoring system for use by San Jose's 

13 Gaming Administrator. In 2010, the City of San Jose prohibited Mr. Swallow 

14 and Mr. Lunardi from having any "direct involvement in the day-to-day 

16' "personally hire, terminate, direct or be personally and directly involved in the 

17 activities of Garden City employees involved in gaming and other sensitive areas 

18 of the casino operations .... " Mr. Lunardi's participation in Garden City'S 

19 operations was limited by the City of San Jose's mandate to his membership in 

20 Gardel1 City's operational committees and signing agreements as its president. 

21 b. As a consequence of the City of San Jose's limitations on his participation in 

22 Garden City's day-to-day operations, Mr. Lunardi delegated all such operations 

23 to general manager Scoti Hayden. 

24 c. Mrs. Lunardi was not involved, and did not participate, in Garden City'S 

25 operations. 

26 d. Garden City employed numerous outside attorneys and maintained an in-house 

27 counsel for the purpose of preparing, reviewing, revising, and finalizing Garden 

28 
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City's contracts, which were then presented to Mr. Lunardi to sign in his 

capacity as president. 

e. To the Lunardis' ki10wledge, Deborah Swallow has never participated in any of 

Garden City's operations. The Lunardis presumed that Deborah Swallow would 
\ 

need to obtain an Interim State Gambling License under California Code of 

Regulations, title 4, section 12349, before she could actively manage Garden 

City under the terms of the July 17,2008 Buy-Sell Agreement. 

f. The City of San .I ose was informed of the payments from Garden City to 

Dolchee, but chose not to require Dolchee to obtain or hold any forn1 of license 

in connection with Garden City's license renewal in 2012, which was based 

solely on a Landowners Licensing investigation. DoJchee's relationship with 

Garden City continued in the same manner as had already been examined by the 

City. In its July 13, 2012 license renewal report the Police Department 

expressed "concern as the regulating agency with millions of dollars flowing 

tb..rough Mr. -Swallow andMr. Lunardi's other business accounts without 

adequate accounting records. This is especially the case with Dolchee .... " 

Notwithstanding its concerns, in July 2012, the City of San Jose issued the 

Landowners License, while reserving its authority to call Dolchee forward as a 

financial source requiring licensure. 

g. The Lunardis relied upon the advice of legal and accounting professionals in 

their acquisition of Garden City and the fOlmation of entities affiliated with the 

owners. Since July 1, 2008, Garden City has been a "subchapter S" corporation 

("S" Corp) under the Internal Revenue Code (IRC). Under section 1363(a) of 

the IRe, an "8" Corp does not pay federal income tax and all profits and losses 

are passed through directly to shareholders. Similarly, payments to Potere 

passed through directly to Mr. Lunardi, a Califomia resident. This caused an 

increase in the Lunardis' federal self employment tax liability that, because it is a 

12 
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higher rate than the California corporate tax, resulted in their paying more 

federal taxes than if they had received their profits directly from Garden Cit)'. 

h. As an "S" Corp, Garden City's profits (or losses) passed directly through to its 

shareholders as ordinary income (or loss), not as "dividends." Garden City's 

payments to the Related Companies were expensed on its books.. The income to 

the Potere and Dolchee was legally and properly booked as and accounted for 

"business income." This income, after expenses were deducted, passed through 

to the respective owners, subjecting the Lunardis to federal taxes, a federal self 

employment tax, and, because Mr. Lunardi was a California resident, state· 

income taxes. The net result for the Lunardis under what they were advised to 

be and thus understood to be lawful arrangements was that their overall federal 

taxes were higher than if Garden City's income had passed directly through to 

them. DLA Piper reviewed the tax returns for the Lunardis, Garden City, 

Dolchee and Potere (the Lunardi Related Entities) for years 2009-2012 and 

difference between (a) the California and federal tax liabilities reflected on the 

returns and (b) the taxes that would have been owed if Garden City had not made 

certain tax deductible tax payments to the Lunardi Related Entities. 

1. Following the AEO's issuance, Respondents terminated their relationship with 

the following, among others: (1) Team View Player Services; (2) Scott Hayden, 

who was Garden City's general manager ill charge of its day-to-day operations, 

tendered, and Garden City accepted, his resignation; (3) Jerome Bellotti, the 

CP A who audited the Gardell City's financial statements and advised its 

shareholders with respect to the fonnation of, and accounting for transactions 

with, the Related Companies, is no longer doing work for Garden City; (4) 

Robert Lytle, who was Garden City's compliance officer and advisor and 

simultaneously under contract with Team View Player Services; (5) Antoinette 

McGill, Garden City's in-house attorney, who had advised regarding compliance 
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and corporate structuring matters; (6) Potere; (7) Profitable Casino; (8) Bryan 

Roberts, who purportedly worked for both Profitable Casino and Secure Stone 

and also was an information technology contractor for Garden City, (9) 

Imperium, Garden City's outsourced security and surveillance provider (those 

services are now provided in-house); (10) New York Food & Beverage, Garden 

City's outsourced food and beverage provider; (1 ]) Flagship, Garden City's 

outsourced facilities service provider; (12) PMC, Garden City's outsourced 

janitorial services provider; and (13) Sean Kali Rai, Garden City's lobbyist. 

FUliher, Garden City accepted the resignation of Devon Kumar, it's outsourced 

Controller, effective June 30, 2014. 

J. The Lunardis had no knowledge of Secure Stone, the payments made to it, or 

Bryan Roberts's work for Secure Stone. 

12. Subject to the mitigating facts set forth in paragraph 11 above, Garden City 

admits to the following violations alleged in the Accusation and Statement of Issues: 

a. From August 2012 until its contract was tenninated, TearrrView Player Services 
\ 

paid for facilities that were not provided as set forth above; therefore, Garden 

City received more than $1.1 million annually for renting 400 square feet to 

Team View Player Services. That fee was substantially disproportionate to the 

fadlities provided. Garden City had a direct or indirect interest in funds 
------.-----.----.~ .. --.. -----.-- .. --_.--_._ .. ' .. "'-.:---' ......... ", .. 

wagered, lost, or won by Team View Player Services as described in 
. ", .- ........ _-_ .. '. ." -.~-.-... -.----.-.----.-....... _ ....... -.-..... -~.- .... " 

~ubparagraph 1 Oq above. Business and Professions Code section] 9984, 

subdivision (a) prohibits the receipt of such payments. 

b. Garden City, tlu'ough its officer, director, and agent Mr. Swallow, provided false 

or misleading information to the City of San Jose as set forth in paragraph 46(a) 

of the Accusation and Statement oflssues. This violated San Jose's gambling 

ordinance, as well as Business and Professions Code section 19923. 

c. As an owner licensee, Garden City was responsible for the employment and 

maintenance of suitable methods of operation pursuant to Business and 
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Professions Code section 19920 .. As mitigated by the facts set forth in paragraph 

II above, through its officers, directors, and agents, Garden City allowed, used, 

and tolerated the practices admitted in paragraph 10 (with the exception of 

subparagraph 1 Op) above and paragraphs 13 and 14 below, including, among 

other things, undocumented transactions and payments, payments and 

distributions to unlicensed persons or entities, Comerica Bank's unapproved 

security interests in the Garden City stock and assets, and having an interest in 

funds wagered, lost, or won by Team View Player Services from August 2012 

until the contract's termination as described in subparagraph 10q above. 

d. Garden City made payments to the Related Companies, which were not licensed, 

and indirectly to the Swallow Trust and Deborah Swallow, who also were not 

licensed. In connection with Respondents' initial license application, Deborah 

Swallow signed and had submitted a form declaring that she (1) was not directly 

or indirectly involved in Garden City'S management decisions, (2) did not 

possess the authority to influence Garden City's decision-making, or (3) did not 

engage in any conduct that required a license, permit or registration. 

e. Garden City engaged in, and aided, patterns and practices that demonstrate a 

disregard for prudent and usual business controls and oversight. Those patterns 

and practices included financial dealings involving millions of dollars that were 

not documented. Such undocumented transactions include, among others, 

paying or receiving consulting fees without written consulting agreements, 

paying rents without leases, receiving equity contributions without related 

written agi'eements, paying out millions of dollars without invoices, and 

engaging in celiain transactions with parties related to its shareholders that in 

some instances were at unfair and inflated prices. 
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13. Subj ect to the mitigating facts set folib in paragraph 11 above, Mr. Lunardi 

admits to the following violations alleged in the Accusation and Statement of Issues: 

a. As an owner licensee, Mr. Lunardi was responsible for the employment and 

maintenance of suitable methods of operation pursuant to Business and 

Professions Code section 19920. He allowed, used, and tolerated the practices 

admitted in paragraphs 10 (witb the exception of subparagraph 1 Op) and 12 

above, i~cluding, among otber things, undocumented transactions and payments, 

payments and distributIons to unlicensed persons or entities, failing to obtain 

preapproval for Comerica Bank's security interests in the Garden City stock and 

assets, and having an interest in funds wagered, lost, or won by Team View 

Player Services from August 2012 until the contract's termination as described 

in subparagraph 10q above. 

b. As a beneficiary of the Lunardi Trust and Potere's sole member, Mr. Lunardi 

benefited from Garden City's direct or indirect interest in funds wagered, lost, or 
,",---- ---.. ---'--.. -.... --.-~ .. _----_ .. _ .... - ....... _.-. -.--.-.. - ... ~""'-"- -, -. .." 

won by Tefu"TI View Player Services from August 2012 until-the contact's 
, .-- -" . ._. __ . . - '. ... ... _.. .. _ ....... --- ... -----.-.. "---.. ~--.~----..... -~---.- .~.~ 

termination as described in subparagraph 10q above. Business and Professions 

Code section 19984, subdivision (a) prohibits the receipt of such payments. 

c. Mr. Lunardi assisted, and knew of, payments made to the Related Companies, 

which were not licensed, and indirectly to the Swallow Trust and Deborah 

Swallow, who also were not licensed. Mr. Lunardi did not contest Deborah 

Swallow's potential ownership interest (if any) in, and potential for co-

management of, Garden City. 

d. Mr. Lunardi, directly or through agents, engaged in, aided, or accepted the 

benefits of patterns and practices that demonstrate a disregard for prudent and 

usual business controls and oversight. Those patterns and practices included 

financial dealings involving milliell1s of dollars that were not documented. Such 

undocumented transactions include, paying consulting fees without written 

consulting agreements, paying rents without leases, making equity contributions 
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without related written agreements, advancing or providing monies for the 

2 benefit of affiliates without notes or similar written agreements, paying out 

3 millions of dollars without invoices, and engaging in certain transactions with 

4 related parties that in some instances were at unfair and inflated prices. 

5 14. Subject to the mitigating facts set forth in paragraph 11 above, Mrs. Lunardi 

6 admits to the following violations alleged in the Accusation and Statement of Issues: 

7 a. As an owner licensee, Mrs. Lunardi was responsible for the employment and 

8 maintenance of suitable methods of operation pursuant to Business and 

9 Professions Code section 19920. She relied upon Mr. Lunardi and Mr. Swallow 

10 to control Garden City. They in turn allowed, used, and tolerated the practices 

11 admitted in paragraphs 10 (with the exception of subparagraph 1 Op) and 12 

12 above. 

13 b. As a beneficiary of the Lunardi Trust, Mrs. Lunardi benefited from Garden 
-----~ .. ---.-. --_ ..• _-. __ ._._----_ .. 

14 City'S direct or indirect interest in funds wagered, lost, or won by Team View 
- - - ------ -- -. ------0. __ ~_ . _____ . _.__ . ______ _ 

15 

16 in subparagraph 10q above. Business and Professions Code section 19984, 

subdivision (a) prohibits the receipt of such payments. 17 

18 

19 

20 

21 

22 

c. Mrs. Lunardi, directly or through agents, accepted the benefits of patterns and 

15. 

practices that demonstrate an indirect disregard for prudent and usual business 

controls and oversight admitted in paragraphs 10 (with the exception of 

subparagraph lOp) and 12 above. 

The Lunardi Trust admits to the violations alleged in the Accusation and 

23 Statement of Issues that were admitted to by Mr. Lunardi in paragraph 13 and Mrs. Lunardi in 

24 paragraph 14. 

25 16. The admissions made by Respondents herein are only for the purposes of this 

26 proceeding, or any other related proceedings in which the Bureau or the Commission is 

27 involved or that involve licensed gambling activities. The admissions made by Respondents 

28 herein shall not be admissible in any criminal or civil proceeding. 
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STIl>ULATED AGREEMENT OF SETTLEMENT 

2 17. Respondents, jointly and severally, agree to pay the Bureau a fine in the amount 

3 of $1.5 million (Fine) for the acts and omissions and violations admitted to in paragraphs 10 

4 through] 5 above. The Fine shall be allocated among Respondents as follows: $1.25 million to 

5 Garden City; $250,000 to Mr. Lunardi; and $0 to Mrs. Lunardi. Respondents understand and 

6 agree that a default in paying the full amount of the Fine in a timely manner shall constitute a 

7 sufficient basis, in and of itself, to revoke their state gambling licenses. 

8 18. Respondents, jointly and severally, also agree to pay the Bureau the sum of 

9 $275,000 (Cost Recovery) as reasonable costs of investigation and prosecution of this matter as 

10 provided for in Business and Professions Code section 19930. Respondents understand and 

11 agree that a default in paying the full amount of the Cost Recovery in a timely manner shall 

12 constitute a sufficient basis, in an;:l of itself, to revoke their state gambling licenses. 

13) 19. Respondents shall pay the Fine and Cost Recovery on or before the 30th day 

14 after the date the Commission adopts this Stipulated Settlement. 

]-5 20. On or before the 15th day after the Commission adopts this Stipulated 

16 Settlement, Garden City and Airport Parkway, or its successor in interest, shall seek approval 

17 from the managing member or other authorized agent of Airport Parkway to enter into a new 

18 lease for 1887 Matrix Boulevard. The lease shall provide for $525,000 monthly rent to be 

19 adjusted annually in accordance with a commercially acceptable index. The lease shall contain 

20 commercially acceptable provisions. Should the managing member, or his or its successor or 

21 other authorized person, of Airport Parkway refuse to enter into a new lease on these terms, 

22 Respondent shall have no further obligation under this paragraph. 

23 21. Within 15 days following the end of each month for 24 months following the 

24 month the Commission adopts this Stipulated Settlement, Garden City shall submit monthly 

25 unaudited financial reports to the Bureau. The financial reports shall include monthly profit and 

26 loss statements, statements of cash flows, balance sheets, gross revenue by game (identified by 

27 game name and CEGA number), payments to licensors for licensed games (identified by 

28 licensor, game name, and CEGA number), and a listing of any payment or distribution greater 

J 8 
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than $2,500 (identified by payee and services provided). 

22. If it has not yet done so and except for a lease with Garden City, on or before the 

15th day after the date the Commission adopts this Stipulated Settlement, Garden City shall 

terminate all agreements with the Related Companies and any other person or entity affiliated 

with or controlled by any Respondent. Except as provided in this Stipulated Settlement, Garden 

City shall not enter into any agreement or arrangement, directly or indirectly, with any person 

or entity affiliated with or controlled by any Respondent without the Bureau's prior review, and, 

if deemed necessary, the Commission's prior approval. 

23. Garden City shall continue to engage the independent accounting firm presently 

approved by the Bureau pursuant to the AEO's terms. That independent accounting firn1 shall 

provide audited financial statements fOT the periods ending December 31, 2015, and December 

31,2016. 

24. During the 18 months following the month the Commission adopts this 

StipUlated Settlement, Garden City shall engage a gaming operations expert for at least three 

days each qualter to review Garden City's operations and procedures and provide employee 

education. 

25. During the 24 months following the month the Commission adopts this 

Stipulated Settlement, Garden City shall employ a general manager, who is experienced in the 

California card room or gambling industry and is properly licensed in all respects. 

26. During the 24 months following the month the Commission adopts this 

Stipulated Settlement, Garden City shall employ a financial officer or controller, who is 

experienced in the California card room or gambling industry and is properly licensed in all 

respects. 

27. During the 24 months following the month the Commission adopts this 

Stipulated Settlement, the Lunardis and the Lunardi Trust shall comply in all material respects' 

with all provisions of the Act, the regulations adopted pursuant to the Act, the California Penal 

Code, and San Jose city ordinances relating to controlled gambling. 
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28. During the 24 months following the month the Commission adopts this 

2 Stipulated Settlement, Garden City shall bear all costs relating to its compliance with the terms 

3 set forth in paragraphs 17 through 27 above. Additionally, Garden City shall reimburse the 

4 Bureau semi-annually for the Bureau's costs and expenses of monitoring compliance with this 

5 Stipulated Settlement. The reimbursement rate shall be $175 per hour plus actual costs 

6 incurred. The Bureau will bill Garden City on June 30 and December 31; Garden City shall pay 

7 the bill in full within 15 days. 

8 29 .. Until the Accusation and Statement ofIssues is resolved by Commission or court 

9 order, Garden City shall comply with the AEO, as it relates to payments to Mr. Swallow, 

10 Deborah Swallow, the Related Companies, the Swallow Trust, or any person or entity affiliated 

11 with or controlled by Mr. Swallow. In its monthly reports to the Bureau, Garden City shall 

12 report any payment to Mr. Swallow, Deborah Swallow, or any person or entity affiliated with or 

13 controlled by them. 

14 30. Respondents agree that it shall be a default under this Stipulated Settlement to 

15 (a) fail to pay the Fine or the Cost Recovery when due or (b) fail othervVise to comply \vith -any 

16 term of this Stipulated Settlement. 

17 31. Respondents agree that upon a default, any state gambling license issued by the 

18 Commission to them shall be deemed to be revoked automatically and immediately and shall be 

19 of no f1.lrther effect. Each Respondent expressly waives any right to hearing with respect to, or 

20 arising out of, any license revocation based upon a default in paying the Fine, the Cost 

21 Recovery, or based upon the allegations of the Accusation and Statement ofIssues that are 

22 admitted to in paragraphs 10 through 15 above. The parties understand and acknowledge that 
/' 

23 Respondents may request a hearing as to any other basis for default. 

24 32. The parties agree that ir1light of Respondents' admissions as noted in paragraphs 

25 10 through 15 above, and Respondents' acceptance of the penalties for that behavior, 

26 Complainant concludes that Respondents are suitable for licensure and each Respondent's 

27 application should now be approved, and state gambling licenses renewed. 

28 
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33. . The parties agree that this Stipulated Settlement.fully resolves their dispute 

2 concerning the Accusation and Statement of Issues, and that, except upon default, no fmiher 

3 discipline, including revocation, suspension, or denial shall be sought against Respondents' 

4 licenses based solely upon the allegations contained within the Accusation and Statement of 

5 Issues and admitted in paragraphs 10 through 15 above. 

6 34. This Stipulated Settlement shall be subject to adoption by the Commission. The 

7 pmiies agree that neither they nor their counsel will communicate directly with the Commission 

8 regarding this Stipulated Settlement without notice to, or participation by, all parties or their 

9 counsel. The parties further agree that, because the Accusation and Statement ofIssues remains 

10 pending against Mr. Swallow, any communications with the Commission will be limited only to 

11 this Stipulated Settlement. 
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35. By signing this Stipulated Settlement, each Respondent understands and agrees 

that it or he may not withdraw its or his agreement or seek to rescind the Stipulated Settlement 

prior ,to the time the Commission considers and acts upon it. If the Commission fails to adopt 

th1·S Qt1·,..,,,10t"'d Qett1em",,.,t ot' ;tt' d"'''l·s;,..m t"h;s Qt1·""'u]ot"'d Q",ttl"''fYlent Sho1] hp nf',.,o f'nr"e rvr 
. UL. j-' ...... .a.u.L.V u .1 J. .1.'-'.1..1 c..Lu .J.'-JJ ",",v J.V.L.l, l.J..L.L U 1'-' """"''-' u ............ V..LJ.J. .L.L'" J. '""'.I. v ...... V.1..lJ. .LV \..f V.1 

effect, and, except for actions taken pursuant to this paragraph and paragraph 34 above, it shall 

be inadmissible in any legal action between the parties. The Commission's consideration of 

this Stipulated Settlement shall not disqualify it from any further action regarding Respondents' 

licensure, including, but not limited to, disposition of the Accusation and Statement of Issues by 

a decision and order following a hearing on the merits. 

36. The pmiies agree that a photocopy, facsimile, or electronic copy of this Stipulated 

Settlement, including copies with signatures thereon, shall have the same force and effect as an 

original. 

37. In consideration of the above admissions and stipulations, the paJiies agree that 

25 without fmiher notice or forn1al proceeding, the Commission may issue and enter an order 

26 consistent herewith and adopting this Stipulated Settlement. 

27 

28 
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ACCEPTANCE (GARDEN CITY) 

2 Garden City, by its authorized officers and agents, has carefully read:and considered the 

3 above Stipulated Settlement. Garden City has discussed the terms and effect, with legal 

4 counsel. Garden City, and its authorized officers and agents, understands the Stipulated 

5 Settlement and the effects it will have on Garden City's state gambling license. Garden City 

6 understands that, even though $250,000 of the Fine has been allocated to Mr. Lunardi, it will be 

7 obligated, jointly and severally with the Lunardis, to pay the .Bureau a sum of $1,775,000 ($ J.5 

.8 million i.n Fines and $275,000.00 in Cost Recovery), and that thefaiJure to pay any portion of 

9 that amount when .due could result in the revocation of Garden 'Citi~ state gambling license. 

] 0 Garden City further understands that iT will be required to compJy with other conditions Bet 

11 forth in the Stipulated Settlement, and that the failure to comply with those. conditions could 

12. result in the revocation of Garden City's state gambling license. Garden City enters into this 

13 Sti.pulated Settlement voluntarily, knowingl0' ,and intelHgently, and agrees to be bound by its 

14 tl'}rms, 

15 Dated.: M.at~h '10, 2015 
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Garden City, In.c., doing business as Casino MStrix I 

By p.~1[ 

22 

Peter Y. Lunardi II1 
Its President 
Respondent 
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A.CCEPT ANCE (THE LUNARDIS AND THE LUNARDJ TRUST) 

Mr. Lunardi and Mrs. Lunardi, individuaJly and on behalf of the Lunardi Trust, each has 

carefully read and considered the above StipLllated Settlement. Each has discussed its terms and 

effects with legal counsel. Each understands that, even though $1.25 milhon of1:he Fine has 

been allocated to and the entire Cost Recovery assessed against Garden City, he or she will be 

obligated, jointly and severally with Gard~n City, to pay the Bureau a sum of $1,775,000 ($1.5 

million in Fines and $275,000.00 in Cost Recovery), and that the failure to pay any portion of 

that amount when due could result in the revo.cation of my state gambling license. Each of us 

further understands that he or she will be required to comply with other conditions set forth in 

the Stipulated Settlement, and that the failure to compJy with those conditions could result.in 

the revocation of Garden City's state gambUng lIcense. Mr. Lunardi and Mrs. Lunardi, 

indiyjdually and on behalf Df the .Lunardi Trust, enter into this Sti pulated Settlement 

voluntarily, knowingly and intelligently, and agree to be bound by its terms. 

D\l.ted: March l?, 2015 ~_ e ~:!? 
. l'eten. Lunardl 111 \ 

Dated: March ~ 2015 

Dated: March .?o, 2015 

-' .. 
Daied: March':::&,' 2015 

Respondent. 

The LunardJ Family Living Trust, 
Dated A ust ,2008 

By._-4--'-'<-+ _____ ' :1£."..-:::..-"----
Peter . Lpnardi 1Il 

/--.-,., 11s Trustee 
(,/- ~./. '~l:spondent 

.. /f~'/ 2 .. 'Z~. 
I 

~. 
Tracey Buck-alsh 
Law Offices 0 . Tracey Buck-Walsh 
Attorney for ·the Lunardis 
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Dated: March;l~ 20]5 

COMPLAINANT'S ACCEPTANCE 

r 

I .1,.£j /} J 
iJ~~ J LVJ,c:: 
WA~E J.1)UINT, k, Chief 
Bureau of Gambling Control 
California Department of Justice 

The foregoing Stipulated Settlement is hereby respectfully submitted for consideration by 

the California G.amb1ing Control Commission. 

Dated: March 3D., 20]5 

24 

KAMALA D. HARRIS· 

Attorney General of CalifolTlia 
SARA J.'DRAKE 
Senior Assistant Al10rney General 

~~~ 7? ~-?,.J __ _ 

\VILLlAM-P.'ToRNOREN - '!:1---, , 
Deputy Attorney General / 
Attorneys/or the Complainant 
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DECISION AND ORDER OF THE COMMISSION 

The California Gambling Control Commission hereby adopts the foregoing Stipulated 

Settlement of the Complainant, on the one hand, and respondents Garden City, Inc., doing 

business as Casino M8trix, Peter V. Lunardi III, Jeanine Lynn Lunardi, and the Lunardi Family 

Living Trust, dated August 27,2008, on the other, for the case of In the Matter a/the 

Accusation and Statement of Issues Against: Garden City, Inc., doing business as Casino 

M8trix, et al., OAH No. 2014-60129, as its final Decision and Order in this matter to be 

effective upon execution below by its members. 

Accordingly, also effective upon execution below by the Commission members, the 

California Gambling Control Commission renews for a two-year term the state gambling 

licenses of Garden City, Inc., doing business as Casino M8trix (GEGE-00041 0), Peter V. 

Lunardi III (GEOW-001331), Jeanine Lynn Lunardi (GEOW-003119), and the Lunardi Family 

Living Trust, dated August 27,2008 (GEOW-003259) subject to the terms and conditions of the 

.r:"rOfYl"\;"'g Qtipu1aterl C;;::pttlernent Iv \"IiSvJ.J.J. U"'J. ..L ... "'-10 u~..... ... ............... . 

IT IS SO ORDERED 

Dated: -----------------
Richard 1. Lopes, .chairperson 

Dated: )" ~ J L( - diJ I S-

Dated:;n~ 10, 
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