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BEFORE THE
CALIFORNIA GAMBLING CONTROL COMMISSION
STATE OF CALIFORNIA

Al Cao. No. 2015110463
In the Matter of the A cusa .ona d ‘tatel ient

of Issues Against: G( Case ' 0. HQ2015-00002AC
LUCKY CHANCES, INC., A California

Corporation dba LUCKY CHANCES DECISION AND ORDER
CASINO, GEOW-002757;

ROMMEL MEDINA, Chief Executive Hearing Dates: August 1-4, 2016

Officer and Shareholder, GEOW-001327

RUELL MEDINA, Chief Financial Officer
221 Sharehold~, “EO\M-01132¢

_Ksponc :nts.

This matter was heard by the Honorable Kirk E. Miller, Administrative Law Judge (ALJ
Miller), State of California, Office of Administrative Hearings, on August 1-4, 2016, in Oakland,
California.

Deputy Attorney Generals William P. Torngren and Neil D. Houston represented
complainant Wayne J. Quint, Jr., Chief of the Bureau of Gambling Control (Bureau), Department
of Justice, State of California.

Charles J. Smith, Attorney at Law, Hartnett Smith & Paetkau, and Jahrett Blonien,
Attorney at Law, Blonien, Boyd, and Condit, represented Respondents Lucky Chances, Inc. (LCI)
dba Lucky Chances Casino, Rommel Medina (Rommel) and Ruell Medina (Ruell) (collectively,
Respondents).

The record was left open until August 12, 2016, to permit the Bureau to submit cost
declarations, and until August 19, 2016, to permit Respondents to respond to the Bureau’s cost
request. The documents were timely received. The Bureau’s Cost Declarations were marked as
Exhibit 23 and admitted into evidence, and Respondents’ Brief in Opposition to the Bureau’s

Costs was marked as Exhibit P, and made part of the record. ALJ Miller closed the record on
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August 19, 2016.

On or about September 16, 2016, ALJ Miller timely issued a Proposed Decision.

On or about November 17, 2016, the California Gambling Control Commission
(Commission) rejected the Proposed Decision and Order of ALJ Miller pursuant to Government
Code section 11517(c, ‘2)(E . Th . Comrmr ssion se ver a Not. e and Order of Nonadoption on the
parties. In its Notice an ' Jrder of No ad ption, t 2 C )mmir .ion advised the parties that, in
accordance with Government Code section 11517(c)(2)(E)(ii), they may submit written argument
to the Commission on or before December 23, 2016. The Commission advised the parties that
they may not submit any opposition or reply briefs. The Commission also advised the parties that
it would decide this matter on the record, transcripts, and written argument from the parties. Both
partie > ‘ime ly ubmi tec w 1.'en rg- mentonorbe ¢ e D cemi ar 23,2 '1 .

Th record <08t 1 1 De 2my=r 22, 201€

During the evidentiary hearing, ALJ Miller admitted into evidence the following exhibits
offered by the Bureau:

(1)  Jurisdictional Documents:
a. Accusation w/ POS, CL 1-1 through CL 1-17;
b. First Amended Accusation, CL 1-18 through CL 1-27;
c. Second Amended Accusation, CL 1-28 through CL 1-38;
d. CGCC Minutes 9/24/15, CL 1-39 through CL 1-47; and
e. Notices of Defense, CL 1-48 through CL 1-56;
2) License Certificates, CL 2-1 through CL 2-8;
3) License History;
4) Application for State Gambling License, CL 4-1 through CL 4-29;
(5) DOJ Level 11 Application Review, CL 5-1 through CL 5-51;
(6) Investigation Report No. 1, CL 6-1;
@) Investigation Report No. 3, CL 7-1 through 7-20;
(8) Lucky Chances Casino Minutes of Meeting — April 8, 2014, CL 8-1
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(9)

(10)
(11)
(12)
(13)
(14)
(15)
(16)
(17)
(18)

(19)
(20)

(21)
(22)
(23)

through CL 8-6;

Investigation Report No. 4, CL 9-1 through CL 9-38;

Investigation Report No. 5, CL 10-1 through CL 10-16;

Investigation Report No. 9, CL 11-1 through CL 11-38;

'nves (gati' n 2epo No. 12 Cl 12-11 rough CL 12-4;

lh v stige ion R 10 ' No. 12 Cl 13-17 irough CL 13-7;

Investigation Report No. 19, CL 14-1 through CL 14-10;

Investigation Report No. 18, CL 15-1 through CL 15-20;

Investigation Report No. 22, CL 16-1 through CL 16-46;

Mah & Associates Workpapers, CL 17-1 through CL 17-47;

USC ¢ Jucym zntin Crim. Cae>, ClI 18-, tt rougl 1 -7; Crim A I M wute
Crder, Co 18-2threygh C 2 18- 1;

Stipulated Settlement and Disciplinary Order, CL 19-1 through CL 19-9;
Lucky Chances; Erlinda Cachuela document production, CL 20-1 through
CL 20-24;

Stipulation to Lucky Chances Receipts from Rene Medina, CL 21;
Accusation Amendment; and

Cost Declarations.

During the evidentiary hearing, ALJ Miller admitted into evidence the following exhibits

offered by Respondents:

(D)

(E)

(1

()

2/19/14 Invoice from Lucky Chances Casino to Rene Medina (Invoice
#R120) in the Amount of $59,047.00 (Bates #LCI-DOJ 000155);

4/16/14 Check from Rene Medina and Mila Medina to Lucky Chances
Casino in the Amount of $59,047.00 (Bates #LCI-DOJ 000154);

2/8/14 Lucky Chances Inc. receivable from Mr. Medina (Bates # LCI-DOJ
000156);

4/25/14 Invoice from Lucky Chances Casino to Rene Medina (Invoice
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#165) in the Amount of $2,599.00 (Bates # LCI-DOJ 000145); and
(M)  Court Reporter’s Transcript of the September 23, 2008 Hearing before the
California Gambling Control Commission.
FACTUAL FINDINGS
Pleadings

1. Onorabout \ gust .2,20 5, 1eBure uf epare an Accusation against
Respondents, and served the Accusation on Respondents via certified mail.

2. On or about August 20, 2015, Respondents timely submitted Notices of Defense.

3. On or about February 11, 2016, the Bureau prepared and filed a First Amended
Accusation against Respondents.

4. Onorab ut lul 'R, 20 1€ the Bureau pr 2y arec and 1 le | a St >cd Amenr e !

Accu atio. an St2’emet of Isc es (ASD gains . Resy or Jents. 7 nhe ASI 3 the oy 2rativ >
pleading in this matter.
Background

5. Lucky Chances Casino (Lucky Chances) is a 60 table cardroom located in Colma,
California, License Number GEGE-001108. Lucky Chances contains a restaurant,
administrative, accounting and human resource offices, all located off of the gambling floor.
Lucky Chances was founded by Rene Medina in 1998. Rene Medina is the father of Rommel and
Ruell. Rene Medina owned and operated Lucky Chances until he sold it to his sons, Rommel and
Ruell.

6. Lucky Chances employs approximately 650 people and its financial statements show
that it had revenue of $47,743,421 in 2013, and $45,238,976 in 2014. Lucky Chances’ income
from operations was $12,887,290 in 2013 and $10,875,832 in 2014.

7. Rene Medina sold LCI to his sons subject to a promissory note for the purchase price
of $48,000,000. The promissory note is held by the Rene and Mila Medina Irrevocable Blind
Trust (Trust). Pursuant to the terms of the promissory note, Rommel and Ruell pay the Trust

$600,000 per quarter. These payments are financed from the proceeds of the gambling and
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restaurant operations at Lucky Chances. The Commission approved the purchase and sale
agreement between Rene Medina and his sons, the establishment of the Trust, and the payment
schedule to the Trust.

8. On or about October 30, 2008, Rene Medina was convicted of three counts of
violating 26 U.S.C. se tion 201 .a. evas on, a fe ny

9. Business ant F.ofes ions C 7d section .9¢€ ;9(c)! rovides that the Commission shall
deny a license to any applicant who is disqualified for conviction of a felony, including a
conviction by a federal court or a court in another state for a crime that would constitute a felony
if committed in California.

10. Rene Medina is disqualified from holding any license issued by the Commission,
inclu v gaste e gar bl 1g 1 >ens: tr own uny port’d. of i cara o¢ min he State of /.2 ifor ia.?
Rene s c¢ sic red “d sq alifi 1 pc-<on” ander the C wn dling C ntrol A t

11. LCl is the corporate owner of Lucky Chances and holds License Number GEOW-
002757. Rommel is Chief Executive Officer and Shareholder of LCI and holds License Number
GEOW-001327. Ruell is the Chief Operating Officer and Shareholder of LCI and holds License
Number GEOW-001326. Rommel and Ruell each own 50% of the shares of LCI.

12. The state gambling license of LCI contains five license conditions (License
Conditions) as follows:

1. Rene Medina shall be prohibited from entering, being present in, or in any way
patronizing (a) the areas within Lucky Chances Casino in which controlled
gambling is conducted and (b) any other areas related to the gambling
operation, such as count and surveillance rooms, including all of the 2™ floor.

2. All future shareholders, corporate officers, key employees, and work permit
holders shall be informed of the prohibition (as identified in condition number

one) by the General Manager within three business days of their start date and

LAl statutory citations are to the Business and Professions Code unless otherwise indicated. All regulatory
citations are to Title 4, California Code of Regulations (CCR) unless otherwise indicated.
“License” is defined in Section 19805(z) as “a gambling license, key employee license, or any other
license issued by the commission pursuant to this chapter or regulations adopted pursuant to the chapter.”
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shall maintain a record of this notification while they are affiliated with the
cardroom.

3. Ruell Medina and Rommel Medina, licensed as shareholders in Lucky
Chances, Inc., shall each be individually responsible for ensuring that all
cor itior 5 plar 2¢ an th * Lucky Zhi 1ces hi 2nse are fully complied with,
inclu 'i .g bu not livite 1 to dut s aced ' pon the General Manager.

4. If Rene Medina is observed at any time by any employee entering, or being
present in, (a) the areas within Lucky Chances Casino in which controlled
gambling is conducted or (2) any other areas related to the gambling operation,
such as count and surveillance rooms, including all of the 2™ floor, the General
N an ge rmang gerin charge <acllw chin. D 1inut s zlephone .\ the
CalitHrr a Ge abira C~atrol “.omn st on (Co 1missio ) and () the
Department of Justice, Bureau of Gambling Control (Bureau). The call to the
Commission shall be made to the Executive Director at (916) 263-0700. The
call to the Bureau shall be made to the Bureau Chief at (916) 227-2377.

5. Any communication between Rene Medina and any shareholder or employee
of Lucky Chances concerning the operation of the Lucky Chances card room
business shall be disclosed to the Executive Director and to the Bureau Chief
within one business day of the communication. This disclosure requirement
applies to both oral and written communications. This disclosure must be
made in writing. The General Manager shall maintain records documenting
each disclosure for four years following the disclosure.

13. On or about October 14, 2014, the Bureau received an anonymous complaint asserting
that Rene Medina was still running Lucky Chances, and that Lucky Chances’ employees were
used during normal work hours to work at Rene Medina’s house and at Mission National Bank.?

14. On or about October 21, 2014, agents from the Bureau’s Compliance and Enforcement

% Rene Medina founded Mission National Bank, but evidence of its current ownership structure was not
presented and is not in issue in this matter.
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Section (CES), together with the Bureau’s High Tech Task Force, conducted an unannounced
compliance inspection of Lucky Chances. During the inspection, numerous Lucky Chances
employees were interviewed, computers were imaged, and documents were taken. The
employees cooperated with Bureau personnel, provided access to the requested documents, and
gave oral statements. The i’ form &1 nob ained fr m e con sliance inspection resulted in the
Bureau’s filing of the A ¢ isatic 1 agai st lesponc nte

15. On or about June 4, 2015, LCI filed an application to renew its gambling owner’s
license, and Rommel and Ruell filed applications to renew their state gambling licenses as
shareholders of LCI. The Commission considered the renewal applications at its September 24,
2015 meeting, in which the Commission voted to refer consideration of the renewal state
gamk 1 g li cer se ap, lic itic 1.~ to - admirastrative F-oce ures Ac: (AF \) avidentie y heal ng, to
he co1soly ite I wit', th pending Acusati onage nst ks ondentc The C immiss on al. 0 sstied
interim renewal licenses for Respondents, valid through September 30, 2017, and subject to the
same License Conditions set forth in Factual Finding 12.

16. On or about July 8, 2016, the Bureau amended its First Amended Accusation to
include a Statement of Issues. The ASI seeks the revocation of the gambling establishment and
ownership state gambling licenses of Respondents; the denial of Respondents’ renewal state
gambling license applications; the imposition of fines and monetary penalties; and the award of
the costs of investigation and prosecution of this matter.

17. The burden of proof is with the Complainant (Bureau) in a proceeding on the
Accusation.*

18. The burden of proof is with the Respondents in a proceeding on the Statement of
Issues.”

Second Amended Accusation
19. The ASI alleges three causes for discipline of the state gambling licenses of

Respondents and/or denial of the renewal state gambling applications of Respondents as follows:

;1 CCR section 12554,
Section 19856(a).
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(1) Involvement of disqualified person in Lucky Chances business and financial affairs; (2)
Violation of License Condition Five; and (3) Violation of License Condition Three.

20. Based on the evidence presented during the evidentiary hearing, ALJ Miller granted
the Bureau’s Request to Amend According to Proof Pursuant to Government Code section 11507.
The Bureau added a fu urth - ause o disci iline anc de ial as »llows: (4) Rommel and LCI,
through its managemen. e aplo' 2es ar 1a ents, pr vic d unt' ue and misleading information as to
a material fact pertaining to qualification criteria and all Respondents failed to reveal facts
material to qualification.

First Cause of Action for Discipline or Denial:
Involvement of Disqualified Person in Lucky Chances Business and Financial Affairs
21.duingti 2 cle Jaryar. 2015 and 2074 emy loyes 5 ¢ f Luc <y Chances’ n aint nance
denal mer.' pe formd < 2rv ces i 2 thet regu’ ar we k 1ours ar 1 their ¢ s off ¢ Rer.»
Medina’s home. In some cases, Rene Medina directly requested the employees to work, while in
other cases they were requested to do so either by Kirk Stoner (Stoner), Lucky Chances facility
manager, or by Rick Bustamante (Bustamante), the day-shift housekeeping and maintenance
supervisor. Rene Medina was building a new house during this period and Stoner, who was
previously a general contractor, assisted him with the design and construction of the new
property. Lucky Chances maintenance employees provided landscaping, planting, and similar
services to Rene Medina when requested to do so. Except for Stoner, the employees who
performed the work were hourly employees who reported directly to Bustamante. When the
employees worked at Rene Medina’s home during their off hours, they were paid directly by
Rene Medina; otherwise, they were paid by Lucky Chances.

22. It was not unusual for Lucky Chances maintenance employees to perform “off-site”
services for other companies owned and/or operated by Rene Medina, Rommel and Ruell,
including, among others, Mission National Bank and Lucky Money. When they did so, they
would “clock in” on the Kronos time keeping machine located at Lucky Chances, and then go to

the assigned offsite location to perform the required service. If, when working offsite, they
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worked through a lunch break, they completed a form called the “missed punch log” in order to
keep track of the actual hours worked. The same procedure was followed when they worked at
Rene Medina’s home. In other words, they would first report to Lucky Chances to clock in, and
then they left to work at Rene Medina’s home without first “clocking out,” if they were assigned
to do so by their supe: visor The' a soer zred tin -k eping 1formation in the missed punch log
to account for their brea *« As uch, 1 ey lid not = rof rly ar .ount for their time; it appeared that
Lucky Chances maintenance employees were performing services for Lucky Chances, when in
fact they were working for Rene Medina.

23. Erlinda Cachuela (Cachuela) is Lucky Chances’ treasurer and is responsible for
assuring that company funds are correctly dispersed. She was not aware of the work that Lucky
Chan «3sm in 2nanc2e 1p . ‘ees pe rormed for Re v Me inat 1t she 2¢ ned abou . (e a tivity
durin ; the S an’c ani 1n unce  co nlic ce in pecti n n Octo er 21,2114 Tl & rea: or that
she was not aware that Lucky Chances maintenance employees were being paid to perform work
for Rene Medina is that the time keeping function was controlled by the employees’ direct
supervisors who were responsible for approving time entries. The accounting department did not
know where the employees were assigned when they worked offsite, and therefore paid the
employees for work performed for Rene Medina.

24. The maintenance department established codes for special off-site projects, and used
“code 50” for work done for Rene Medina and “code 16” for Mission National Bank.®

25. Lucky Chances is open 24 hours per day, 7 days per week. Lucky Chances
maintenance employees are also required to be available at all times. As a result, many of Lucky
Chances’ maintenance employees worked weekends and had days off in the middle of the week.

26. Rommel is the Chief Executive Officer and 50% shareholder of LCI. His office is
located on the second floor of Lucky Chances. He has an open door policy and is often on site at
Lucky Chances. Rommel was aware that Lucky Chances maintenance employees, including

Stoner, were working at Rene Medina’s house. Rommel noticed Lucky Chances maintenance

® References to these accounting codes is found in Exhibit 8, Lucky Chances Casino Minutes of Meeting —
April 8, 2014.
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employees working at Rene Medina’s house on weekends. Prior to the Bureau’s unannounced
compliance inspection, Rommel never investigated or inquired of Rene Medina, Stoner,
Bustamente, or any of Lucky Chances’ maintenance staff regarding the financial and employment
arrangements between Lucky Chances maintenance staff and Rene Medina.

27. Ruell is the Chie Fin7 1¢ al O icer anc 50 5 share 10lder of LCI. Ruell spends the
majority of his time wo. <" 1g at ns ott r | usiness nti es. P .ell also noticed Lucky Chances
maintenance employees working at Rene Medina’s house. Ruell never investigated or inquired of
Rene Medina, Stoner, Bustamente, or any of Lucky Chances maintenance staff regarding the
financial and employment arrangements between Lucky Chances maintenance staff and Rene
Medina.

28. "h: Burew dv c>d F or mel 0. the ser i es i< sue a Iri g its Jr announce 4 "om;| liance
insne :tior, Remm< ., th niastrl ea ~ach' zlate cond. <t 1 compl ance au lit of ar y pay 1e s
made to employees for services received by Rene Medina. The accounting team performed a
detailed audit and created a schedule of the amounts paid. Because the employees are required to
fill out the missed punch log anytime they are away from their regular workplace at Lucky
Chances, and the missed punch log only indicates the employee is “off site,” it was not possible
for Cachuela to determine when the employees were working at Rene Medina’s home or when
they were on regular company business, such as purchasing equipment and supplies. For this
reason, when calculating the cost of the services Rene Medina received, the accounting
department took a conservative approach and assumed that anytime an employee in the
maintenance department completed the missed punch log, and noted it was in connection with
off-site work, that the employee was working at Rene Medina’s home. The completed internal
audit report was reviewed by Lucky Chances financial consultant Abhi Agrawal (Agrawal). The
total labor expense paid by Lucky Chances for this offsite work at all locations was $76,200 in
2013 and $100,690 in 2014. After the Bureau advised Rommel of the services issue and the
detailed audit was complete, Rene Medina reimbursed Lucky Chances for these amounts.

29. In addition to the services provided by Stoner and Lucky Chances’ maintenance
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employees, Rene Medina also purchased materials for his home that were paid for by Lucky
Chances in the amount of $7,098. Rene Medina also used Lucky Chances’ wholesale license to
purchase furnishings at a reduced cost. Lucky Chances incurred the sales tax expense associated
with his purchases, in the amount of $60,735. Based on the sales tax rate of approximately 9%,
Rene Medina used Lu ky C iance,” /hole sale lice se 0 purc ase over $600,000 worth of
material and furnishings f r his 1ome. L :ky Che «ce ' emp’ syees, including the payroll
department, assisted Rene Medina with the ordering and purchasing of materials, including
furniture, for his home. Lucky Chances’ accounting department identified these amounts, and
Rene Medina subsequently reimbursed Lucky Chances for these amounts in April 2014, prior to
the Bureau’s unannounced compliance inspection.

30. ’ri rto1s1:piymen of the ovved amc ui ts, th e tot. | ¢ ollar ye efit that 7 ¢ ruec to
Rene Meu™ a orl2'or, ne eria. and sale tax w s $2. 4, 23.85.

31. The internal audit performed by Lucky Chances regarding wages paid to its
maintenance employees, as well as the materials purchased and sales tax paid by Lucky Chances
on behalf of Rene Medina, was reviewed and audited by Lucky Chances’ independent audit firm,
Mah & Associates, LLP. Mah & Associates is a certified public accounting firm that prepares
and certifies LCI’s annual financial statements. The financial statements are prepared in
accordance with GAAP (Generally Accepted Accounting Principles). Lucky Chances is a Group
I licensee, which means a licensee “with a reported gross revenue of $10 million or more for the
preceding fiscal year.”” As a result, Lucky Chances must engage an independent accountant
licensed by the California Board of Accountancy to audit its annual financial statements in
accordance with GAAS (Generally Accepted Auditing Standards).? Mah & Associates’ audit
partner, Yolanda Aquino, confirmed she received the full cooperation of Lucky Chances
employees in connection with her audit of the internal report. The work performed by Mah &
Associates was done in accordance with Commission regulations.

32. During the hearing, Rommel testified that Lucky Chances did not purchase items for

; CCR section 12311(b)(1).
CCR section 12313(a)(1).
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Rene Medina in connection with the construction of his home and did not allow Rene Medina to
use its wholesale license to purchase items for the construction of his home. Rommel assumed
that Rene Medina, as the former owner of Lucky Chances, was aware of Lucky Chances’
wholesale license and used it on his own without notifying Lucky Chances. This is supported by
the fact that Rene Meu ina re.mbu se ' Luc <y Char :es or the. » amounts in April 2014, prior to
the Bureau’s unannounc > com slianc. in section. HC vever as Lucky Chances employees,
including the payroll department, assisted Rene Medina with the ordering and purchasing of
materials for his home, Rommel’s testimony is not persuasive.

33. Rommel and Ruell built an organizational structure and work culture at Lucky
Chances in which their employees and supervisors in the payroll and maintenance departments
failec \»nc ify then thi i F e N ed ha, a uisqualif e per onu dirthe 5e nbling C i ‘rol \ct,
was ¢ /aih. j h mse', of the labc  coonsel nd re ource s ¢ 2neratec by Luc v Char _es.

34. Prior to the Bureau’s unannounced compliance inspection on October 21, 2014, Lucky
Chances made no report to the Bureau or Commission regarding the services provided to Rene
Medina, the purchases utilizing Lucky Chances’ wholesale permit for Rene Medina’s benefit, or
any other contact Lucky Chances’ employees had with Rene regarding these services and
purchases.

35. Both Rommel and Ruell noticed Lucky Chances maintenance employees working at
Rene Medina’s home on weekends. Yet, from April 2014, when Rene Medina reimbursed Lucky
Chances for the sales tax and purchases made by Lucky Chances for Rene Medina’s benefit, to
October 21, 2014, when the Bureau’s unannounced compliance inspection revealed that Lucky
Chances was paying its maintenance employees to work at Rene Medina’s home, neither Rommel
nor Ruell ever made any inquiry into the financial arrangements of Lucky Chances maintenance
employees working at Rene Medina’s home.

36. Given the above factual circumstances, Rommel and Ruell failed to exercise
reasonable oversight over Lucky Chances’ significant financial and personnel expenditures.

37. The Commission has the responsibility, without limitation, to “assure that there is no
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material involvement, directly or indirectly, with a licensed gambling operation, or the ownership
or management thereof, by unqualified or disqualified persons.” Section 19823(a)(2).

38. By directing Lucky Chances’ employees, including payroll and maintenance staff, to
perform services and purchase furnishings for his home, Rene Medina, a disqualified person
under the Gambling C ntro” Act, ve * ma rially it /ol ed, an ' exercised managerial and
ownership control over 1 fina ces a 1 'rsonnel >f | ucky ‘.hances, a licensed gambling
operation.

39. Following the issues involving Lucky Chances maintenance employees working for
Rene Medina in the development and landscaping of his home, Rommel and Ruell created Lucky
Business Services (LBS). The cost of providing services to related companies is now invoiced
andr ambuse byL3S T creati nof LBSena' lksar ore: cc rate ccounting ¢. .1e
emn] yee: tit ear,ac iviies ¢ Lu Yv (' .ance’ mair. et ance we ‘kers. Taere arc appr. xi nately
15 related business entities.

Determination on First Cause for Discipline or Denial

40. The evidence established material involvement with a licensed gambling operation,
and the ownership or management thereof, by a disqualified person, Rene Medina.
Second Cause of Action for Discipline or Denial:

Violation of License Condition Five

41. When Rommel and Ruell were issued state gambling licenses as the shareholders of
LCI (the owner-licensee of Lucky Chances) in 2007, they understood that Rene Medina was
precluded from involvement in Lucky Chances. Rommel and Ruell took steps to ensure that
Lucky Chances was operated in accordance with the Gambling Control Act and the conditions
placed on Respondents’ state gambling licenses by the Commission.

42. To assist them with legal compliance issues, LCI hired a full-time, in-house
compliance officer, Chris Tajalle (Tajalle). Tajalle is an attorney who specialized in compliance
matters. They also retained the consulting services of Steve Giorgio (Giorgio), who previously

served as the Executive Director of the Commission and as the Chief Enforcement Officer of the
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Department of Consumer Affairs. Giorgio continues to provide consulting services.

43. Among Giorgio’s responsibilities when he began working for Lucky Chances was
reviewing and revising LCI’s policies and procedures. Giorgio strengthened the surveillance
room procedures and the policies regarding cage operations and chips in use. He also provided
training to all employ: =s re ardir . ucky Chance ' li 2nse ¢ nditions. He repeats this employee
training annually. He h. s also ' rovide 1t/ ining r¢ yar ing ¢7 .h handling, internal controls,
surveillance, and reporting requirements associated with the Bank Secrecy Act, to the extent they
apply to the gaming industry.

44. License Condition Five provides that “any communication between Rene Medina and
any shareholder or employee of Lucky Chances concerning the operation of the Lucky Chances
card > ym/lus ness.ha b 'iscl)se s tothe Execu 2 Di ector ar 1to11e 3ureau C i fwi hin
one [ sine 5.¢ v of the o imu. cat.on. Tais dic closu @ 2quiren 2nt appl es ta br ch ore ' € d
written communications. This disclosure must be made in writing. The General Manager shall
maintain records documenting each disclosure for four years following the disclosure.”

45. Numerous communications occurred in 2013 and 2014 between Rene Medina and
employees of Lucky Chances, specifically employees and supervisors in the payroll and
maintenance departments. These communications had to do with the purchasing of furnishings
and use of Lucky Chances maintenance employees to provide maintenance services in connection
with the construction and furnishing of Rene Medina’s new home. The total dollar benefit that
accrued to Rene Medina for labor, materials and sales tax was $244,923.85. Rene Medina
reimbursed Lucky Chances for the cost of the materials in April 2014, and for the cost of the
maintenance labor following the Bureau’s unannounced compliance inspection on October 21,
2014. None of these communications were reported or disclosed to the Commission or the
Bureau.

46. There was no evidence presented of any communications between Rene Medina and
his sons, Rommel and Ruell, regarding the operations of Lucky Chances.

Determination on Second Cause of Action for Discipline or Denial
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47. The communications between Rene Medina and the payroll and maintenance
employees and supervisors of Lucky Chances were for the benefit of Rene Medina in the
construction, maintenance and furnishing of his private home. As a result, these communications
did not “concern the operations of the Lucky Chances card room business.” Therefore, the
evidence did not estak ish th at Li er e Cc dition ive wvas v lated.

Third Cause of Action f. v Disc’ Jline ¢ * C nial:
Violation of License Condition Three

48. License Condition Three provides that “Ruell Medina and Rommel Medina,
licensed as shareholders in Lucky Chances, Inc. shall each be individually responsible for
ensuring that all conditions placed on the Lucky Chances license are fully complied with,
inclu vxg b it ot lir ite | t¢ Jutie s p“aced upon the &oner | Ma ai er.”

49. "h- AS'alle ye« thaw ny ‘inlat Hn of _icen e ’onditic 1 Five a 3n cong (tutes a
violation of License Condition Three.

Determination on Third Cause for Discipline or Denial

50. The evidence did not support a finding that Respondents violated License Condition
Five, which is the predicate for finding a violation of License Condition Three. Therefore, the
evidence did not establish that License Condition Three was violated.

Fourth Cause of Action for Discipline or Denial:
Providing Untrue and Misleading Information to the Bureau

51. The Bureau alleges that Rommel provided untrue and misleading information as to a
material fact pertaining to qualification criteria and that all Respondents failed to reveal facts
material to qualification. More specifically, the Bureau alleges that Rommel and Ruell failed to
timely report to the Bureau possible violations of the Gambling Control Act and regulations
adopted pursuant to the Gambling Control Act by: (1) telling Bureau investigators that
Respondents first learned that Lucky Chances employees were being used for the benefit of Rene
Medina on October 21, 2014; (2) failing to disclose that Rene Medina was provided the benefit of

LCI’s resale permit; (3) failing to disclose that LCI’s employees were being used for the benefit
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of Rene Medina; and (4) failing to report this information to the Bureau.

52. As provided above, Rene Medina purchased materials for his home that were paid for
by Lucky Chances and used Lucky Chances’ wholesale license to purchase furnishings at a
reduced cost, causing Lucky Chances to incur the sales tax expense associated with his purchases
in the amount of $60, 35. T ucky Ci ance * emplo ee: inclu ‘ng the payroll department, assisted
Rene Medina with the ¢ ¢ :ring «nd pt ch sing of nat rials. ~icluding furniture, for his home.
Lucky Chances’ accounting department identified these amounts, and Rene Medina subsequently
reimbursed Lucky Chances for these amounts in April 2014, prior to the Bureau’s unannounced
compliance inspection on October 21, 2014. Lucky Chances did not notify the Bureau of these
transactions.

53. R0 1mel es fie . that he was u..aware ' 1t Lu ky Cha ces 1 aiitenance .r. oloy 2es
were Jeing Ja 1hv _uc iy ‘har. s assi (inth 2 con. fri ction ar 1 maintc hance ¢, Ren
Medina’s home until the Bureau’s unannounced compliance inspection on October 21, 2014.

54. Rommel and Ruell should have known that Lucky Chances maintenance employees
were still on the clock while performing construction and maintenance services for Rene Medina
in the development of his private home. Rommel and Ruell failed to exercise reasonable
oversight over Rene Medina’s use of Lucky Chances maintenance employees.

Determination on Fourth Cause for Discipline or Denial

55. Rommel’s statement to the Bureau that Respondents first learned that Lucky Chances
employees were being used for the benefit of Rene Medina on October 21, 2014 was not untrue
and misleading. Therefore, the evidence did not establish that Rommel provided untrue and
misleading information as to a material fact pertaining to qualification criteria.

56. Rommel and Ruell failed to disclose to the Bureau that Rene Medina was provided the
benefit of LCI’s wholesale license. Rommel and Ruell’s failure to disclose Rene Medina’s use of
LCI’s wholesale license is a factor in assessing Rommel and Ruell’s suitability for licensure.
However, the evidence did not establish that Respondents’ acts and omissions in failing to report

that Rene Medina was provided the benefit of LCI’s wholesale license resulted in a violation of
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the Gambling Control Act.

57. Rommel and Ruell failed to disclose that LCI’s employees were being used for the
benefit of Rene Medina. However, as Rommel testified that he first learned that Lucky Chances
employees were being used for the benefit of Rene Medina on October 21, 2014, the evidence did
not establish that Ron mel ¢ «d Ry :l. s fai ire to di clc e that .CI’s employees were being used
for the benefit of Rene i 1- dina esulte ' ir a violat »n « fthe £ ambling Control Act.

Matter in Aggravation

58. On September 18, 2011, LCI entered into a Stipulated Settlement and Disciplinary
Order with the Bureau, which was approved by the Commission, pursuant to which LCI
acknowledged contracting with a company, owned by relatives of Rommel and Ruell, that
provi 1.4tk rd darty arc¢ Yo 1°on ilar ers w..0 were Ui vegi terec ar J/or 1 nl censed er if.'oye s,
and/c "use fri i) ntlad jest twre s issur d by 1e Commi sion. R snondeits ag e 1tn
pay a fine of $38,000 and to pay the Bureau’s costs of investigation and prosecution of the matter
in the amount of $29,500.

Imposition of Discipline

59. In light of the foregoing, Respondents’ licenses are suspended for fourteen (14) days.
However, the suspension is stayed, and Respondents are ordered to pay a monetary penalty in lieu
of all fourteen (14) days of the suspension. Pursuant to CCR section 12554(d)(7)(A), the
monetary penalty shall be fifty percent (50%) of Lucky Chances’ average daily gross gaming
revenue. The monetary penalty shall be based upon the most recent financial statements
submitted by Lucky Chances to the Bureau.

Costs

60. Section 19930(d) provides:

(d) In any case in which the administrative law judge recommends that the
commission revoke, suspend, or deny a license, the administrative law judge may,
upon presentation of suitable proof, order the licensee or applicant for a license to

pay the department the reasonable costs of the investigation and prosecution of this
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case.

61. In issuing his Proposed Decision, ALJ Miller did not recommend the revocation,
suspension or denial of Respondents’ state gambling licenses or renewal state gambling license
applications. As a result, ALJ Miller did not order the payment of reasonable costs by
Respondents to the Bu -eau.

62. Since ALJ N il erdi’ notr. ~ol imend t 2 rt socat’ .n or suspension of Respondents’
state gambling licenses or the denial of Respondents’ renewal state gambling license applications,
pursuant to Section 19930(d), no costs will be awarded to the Bureau for the investigation and
prosecution of this case.

Statement of Issues

53. sec:ion 198! 6(' ), 1ro id: s:

An = jpli :at onte ecuive 2 jcens: cons itL les a rec Jest for a deterr iinati. n f the
applicant’s general character, integrity, and ability to participate in, engage in, or
be associated with, controlled gambling.

64. Section 19856(c) provides:

In reviewing an application for any license, the commission shall consider whether
issuance of the license is inimical to public health, safety, or welfare, and whether
issuance of the license will undermine public trust that the gambling operations
with respect to which the license would be issued are free from criminal and
dishonest elements and would be conducted honestly.

65. Section 19857(a) provides:

No gambling license shall be issued unless, based on all of the information and
documents submitted, the commission is satisfied that the applicant is a person of
good character, honesty, and integrity.

66. Section 19857(b) provides:

No gambling license shall be issued unless, based on all of the information and

documents submitted, the commission is satisfied that the applicant is a person
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whose prior activities, criminal record, if any, reputation, habits and associations
do not pose a threat to the public interest of this state, or to the effective regulation
and control of controlled gambling, or create or enhance the dangers of unsuitable,
unfair, or illegal practices, methods, and activities in the conduct of controlled
gambh gor athe ca ryinc on of tt @ bi siness nd financial arrangements
incidente ' 1eret’ .

67. Section 19857(c) provides:
No gambling license shall be issued unless, based on all of the information and
documents submitted, the commission is satisfied that the applicant is a person that

is in all other respects qualified to be licensed as provided in this chapter.

| 58. R0 1mel ‘s € hirr Sxe :ut’ve Ot.icer anc Share olde (0%) f .Cland hJlisL ense
| Num er C' O V-0r 32 . om. 2lcrese thav acri 1i al recot I. Rom el full' coop 2r ted
with the Bureau during its unannounced compliance inspection on October 21, 2014. Rommel did
not directly assist Rene Medina with using Lucky Chances’ funds and wholesale license to
purchase materials and furnishings for Rene Medina’s home, or in the hiring of LCI’s
maintenance employees to work at Rene Medina’s home. Giorgio testified that Rommel is honest
and independent of Rene Medina, and that Rommel is quiet, but approachable, and actively
engaged in Lucky Chances’ operations. There was no persuasive evidence presented that
Rommel lacks honesty or integrity. However, there are significant concerns regarding Rommel’s
relationship with Rene Medina, and his failure to exercise reasonable oversight over various
departments, including payroll and maintenance, that resulted in Lucky Chances’ significant
financial and personnel expenditures in favor of Rene Medina for the purpose of the development
and furnishing of Rene Medina’s home.

69. Ruell is the Chief Operating Officer and Shareholder (50%) of LCI and holds License
Number GEOW-001326. Ruell does not have a criminal record. Ruell did not directly assist
Rene Medina with using Lucky Chances’ funds and wholesale license to purchase materials and

furnishings for Rene Medina’s home, or in the hiring of LCI’s maintenance employees to work at
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Rene Medina’s home. Giorgio testified that Ruell is honest and independent of Rene Medina, and
that Ruell is less involved than Rommel in Lucky Chances’ operations. Despite the fact that
Ruell has less direct involvement in the operations of Lucky Chances than Rommel, Ruell
remains in a position of authority as Chief Operating Officer. There was no persuasive evidence
presented that Ruell Ic *ks h nest' o intel -ity. Hc we' 2r, the 2 are significant concerns regarding
Ruell’s relationship wit. ".ene " ledinc ai 1 his fai ure .0 exe cise reasonable oversight over
various departments, including payroll and maintenance, that resulted in Lucky Chances’
significant financial and personnel expenditures in favor of Rene Medina for the purpose of the
development and furnishing of Rene Medina’s home.

70. LClI is owned and operated by its two 50% shareholders, Rommel and Ruell. LCI
does i therse crin’ng re . rd.

Detel ninc ' or nn S ate 1er tof . sue.

71. The evidence established that Respondents are persons of good character, honesty, and
integrity. However, Respondents’ failure to disclose Rene Medina’s use of LCI’s wholesale
license, their relationship and association with Rene Medina, a disqualified person under the
Gambling Control Act, and their habit of failing to exercise reasonable oversight over various
departments, including payroll and maintenance, particularly in relation to those departments’
interactions with Rene Medina, poses a threat to the public interest, and creates or enhances the
dangers of unsuitable, unfair, or illegal practices, methods, and activities in the conduct of
controlled gambling or in the carrying on of the business and financial arrangements incidental
thereto. These threats are insufficient, at this time, to warrant the denial of Respondents’ renewal
state gambling license applications. Rather, Respondents have met their burden of proving their
qualifications for licensure under the Gambling Control Act, but only through their strict
adherence to the following conditions:

License Conditions:

1. Rene Medina shall be prohibited from entering, being present in, or in any way

patronizing any areas on Lucky Chances’ property.
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. All future shareholders, corporate officers, key employees, and work permit

holders shall be informed of the prohibition (as identified in condition number
one) by the General Manager within three business days of their start date and
shall maintain a record of this notification while they are affiliated with the
car roor .

Ruel. M .edin and } an nel Met ina licen< .d as shareholders in Lucky
Chances, Inc. shall each be individually responsible for ensuring that all
conditions placed on the Lucky Chances license are fully complied with,
including but not limited to duties placed upon the General Manager.

If Rene Medina is observed at any time by any employee entering, or being

p 2sc 1t . any are as of Lucky Cliaces proy 1 7, the G neral Me i ser « r
r.ani 3e inc. urge shal” withit 30 n in tes tele hone (1 the Ce iforn 1
Gambling Control Commission (Commission) and (2) the Department of
Justice, Bureau of Gambling Control (Bureau). The call to the Commission
shall be made to the Executive Director at (916) 263-0700. The call to the
Bureau shall be made to the Bureau Chief at (916) 227-2377.

Rene Medina shall not have any communication, directly or indirectly, with
any employee or owner of Lucky Chances, except that Rene Medina may
communicate with his immediate family members provided the

communication does not relate to any part of LCI’s business.

. Any communication between Rene Medina and any shareholder or employee

of Lucky Chances concerning the operation of the Lucky Chances card room
business shall be disclosed to the Executive Director and to the Bureau Chief
within one business day of the communication. This disclosure requirement
applies to both oral and written communications. This disclosure must be
made in writing. The General Manager shall maintain records documenting

each disclosure for four years following the disclosure.
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All Evidence Considered

72. All documentary and testimonial evidence submitted by the parties that is not
specifically addressed in this Decision and Order was considered but not used by the Commission
in making its determination on the ASI.

L =G4 _CON LI SION

1. Division 1.5 7" the F usine: * al 1 Profe¢ siol 5 Cod , the provisions of which govern the
denial of licenses on various grounds, does not apply to licensure decisions made by the
Commission under the Gambling Control Act. Business and Professions Code section 476(a).

2. Public trust and confidence can only be maintained by strict and comprehensive
regulation of all persons, locations, practices, associations, and activities related to the operation
of lav v 1 g m ling \ste)lic \men s ¢ 1d the manufa .t re a ddis ri utior o permissi’/l. gar bling
enip men. B sinersard frofe. ior> Cor . sectiyn 19 °0. (h).

3. In order to effectuate state policy as declared herein, it is necessary that gambling
establishments, activities, and equipment be licensed, that persons participating in those activities
be licensed or registered, that certain transactions, events, and processes involving gambling
establishments and owners of gambling establishments be subject to prior approval or permission,
that unsuitable persons not be permitted to associate with gambling activities or gambling
establishments, and that gambling activities take place only in suitable locations. Any license or
permit issued, or other approval granted pursuant to this chapter, is declared to be a revocable
privilege, and no holder acquires any vested right therein or thereunder. Business and Professions
Code section 19801 (k).

4. The Commission has the responsibility of assuring that licenses, approvals, and
permits are not issued to, or held by, unqualified or disqualified persons, or by persons whose
operations are conducted in a manner that is inimical to the public health, safety, or welfare.
Business and Professions Code section 19823(a)(1).

5. The Commission has the responsibility of assuring that there is no material

involvement, directly or indirectly, with a licensed gambling operation, or the ownership or
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management thereof, by unqualified or disqualified persons, or by persons whose operations are
conducted in a manner that is inimical to the public health, safety, or welfare. Business and
Professions Code section 19823(a)(2).

6. An “unqualified person” means a person who is found to be unqualified pursuant to
the criteria set forth ir. Secti ,n 19,5 ', anc “disqua fic | persc 2 means a person who is found to
be disqualified pursuani tr the ¢ iteria et orth in ect on 19 59. Business and Professions Code
section 19823(b).

7. The Commission has the power, for any cause deemed reasonable by the Commission,
to deny any application for a license, permit, or approval provided for in this chapter or
regulations adopted pursuant to this chapter, limit, condition, or restrict any license, permit, or
apprc »l, 0 ir pose wny fir £ upc 12y person licer s d or appre ve 1. T 2 ommissic 1 may
cond| ion, st ict ~.sciHlit 2, on ake 2ctie, agai' st the lic 2nse of n indiv 1ual ow aer er ¢ sed
on the license certificate of the gambling enterprise whether or not the commission takes action
against the license of the gambling enterprise. Business and Professions Code section 19824(b).

8. The Commission has the power, for any cause deemed reasonable by the
Commission, to take actions deemed to be reasonable to ensure that no ineligible, unqualified,
disqualified, or unsuitable persons are associated with controlled gambling activities. Business
and Professions Code section 19824(d).

9. The burden of proving his or her qualifications to receive any license from the
Commission is on the applicant. Business and Professions Code section 19856(a).

10. An application to receive a license constitutes a request for a determination of the
applicant’s general character, integrity, and ability to participate in, engage in, or be associated
with, controlled gambling. Business and Professions Code section 19856(b).

11. In reviewing an application for any license, the commission shall consider whether
issuance of the license is inimical to public health, safety, or welfare, and whether issuance of the
license will undermine public trust that the gambling operations with respect to which the license

would be issued are free from criminal and dishonest elements and would be conducted honestly.
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Business and Professions Code section 19856(c).

12. No gambling license shall be issued unless, based on all of the information and
documents submitted, the commission is satisfied that the applicant is a person of good character,
honesty, and integrity. Business and Professions Code section 19857(a).

13. No gambh g lic nse s .’ be i sued un :ss based 'n all of the information and
documents submitted, ti 2 comr ssior. 's : atisfied 1at he ap’ «icant is a person whose prior
activities, criminal record, if any, reputation, habits, and associations do not pose a threat to the
public interest of this state, or to the effective regulation and control of controlled gambling, or
create or enhance the dangers of unsuitable, unfair, or illegal practices, methods, and activities, in
the conduct of controlled gambling or in the carrying on of the business and financial
arran «mer ts 1cide 'ta th 1to. Businessand Pre e sior ; Coc 2 ¢ :ctio 11857(b).

14. No yam'yinc licanse hai he i< ued 1 1less, Yz ied on g | of the nforme jon a d
documents submitted, the commission is satisfied that the applicant is a person that is in all other
respects qualified to be licensed as provided in this chapter. Business and Professions Code
section 19857(c).

15. The commission shall deny a license to any applicant who is disqualified for failure of
the applicant to provide information, documentation, and assurances required by this chapter or
requested by the chief, or failure of the applicant to reveal any fact material to qualification, or the
supplying of information that is untrue or misleading as to a material fact pertaining to the
qualification criteria. Business and Professions Code section 19859(b).

16. The commission shall deny a license to any applicant who is disqualified for
conviction of a felony, including a conviction by a federal court or a court in another state for a
crime that would constitute a felony if committed in California. Business and Professions Code
section 19859(c).

17. In any case in which the administrative law judge recommends that the commission
revoke, suspend, or deny a license, the administrative law judge may, upon the presentation of

suitable proof, order the licensee or applicant for a license to pay the department the reasonable
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costs of the investigation and prosecution of this case. Business and Professions Code section
19930(d).

18. The burden of proof is on the applicant to prove his, her, or its qualifications to receive
any license or other approval under the Act. Title 4, CCR section 12058(b).

19. Upon afin'ing c.avi e ion ¢ "the Ac ar /regui tions adopted pursuant thereto, any
law related to gambling » gam' fing € tal ishmen ;, v dlatio’ of a previously imposed
disciplinary or license condition, or laws whose violation is materially related to suitability for a
license, registration, permit, or approval, the Commission may do any one or more of the

following:

(2) Sisp nc veli er e, reg.stratior, (v pe mit;

(4) Impose any condition, limitation, order, or directive;

(6) Stay, in whole or in part, the imposition of a revocation or suspension against
the holder of a license, registration, work permit, finding of suitability, or
approval, or
(7) Order the holder to pay a monetary penalty in lieu of all or a portion of a
suspension. Within the guidelines of Business and Professions Code sections
19930, subdivision (c), and 19943, subdivision (b):
(A) If the respondent is an owner licensee of a gambling establishment, the
monetary penalty shall be equivalent of fifty percent of the average daily
gross gaming revenue, but not less than $300, for the number of days for
which the suspension is stayed.
Title 4, CCR section 12554.
20. Factors in mitigation may reduce a minimal penalty of suspension listed in this

chapter, either in number of days suspended and/or in the proposal to stay a suspension for a
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period of probation and the payment of any monetary penalty. Factors in aggravation may
increase a penalty or be taken into consideration in determining whether or not to allow a
suspension to be stayed upon payment of a monetary penalty. Title 4, CCR section 12556.
Accusation
First Cause of Action 2r D™.cipl’ i r D ial:
Involvement of Disqual. ir d Per son in ".u: <y Char :es 3usinf .s and Financial Affairs

21. The evidence established material involvement with a licensed gambling operation
(Lucky Chances), and the ownership or management thereof, by a disqualified person, Rene
Medina. As a result, cause for discipline was established in the first cause of action under Section
19823(a)(2).
Secor . Cai se >f Ac.“or fol isc ali e or Lenial:
Vinlg ion. LI ener Ccdiion.” ve

22. The communications between Rene Medina and the payroll and maintenance
employees and supervisors of Lucky Chances were for the benefit of Rene Medina in the
construction, maintenance and furnishing of his private home. As a result, these communications
did not “concern the operations of the Lucky Chances card room business.” Therefore, the
evidence did not establish that License Condition Five was violated. As a result, no cause for
discipline was established in the second cause of action.
Third Cause of Action for Discipline or Denial:
Violation of License Condition Three

23. The evidence did not support a finding that Respondents violated License Condition
Five, which is the predicate for finding a violation of License Condition Three. Therefore, the
evidence did not establish that License Condition Three was violated. As a result, no cause for
discipline was established in the third cause of action.
Fourth Cause of Action for Discipline or Denial:
Providing Untrue and Misleading Information to the Bureau

24. The evidence did not establish that Rommel provided misleading information when he
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testified that he first learned about Lucky Chances employees were being used for the benefit of
Rene Medina on October 21, 2014. Rommel and Ruell’s failure to disclose Rene Medina’s use of
LCI’s wholesale license is a factor in assessing Rommel and Ruell’s suitability for licensure.
However, the evidence did not establish that Respondents’ acts and omissions in failing to report
that Rene Medina was orov' fed t' ¢ enef - of LCI] s w 10lesa. * license resulted in a violation of
the Gambling Control £ Ro' imel ¢ \d uell als fa ed to .isclose that LCI’s employees were
being used for the benefit of Rene Medina. However, as Rommel testified that he first learned
that Lucky Chances employees were being used for the benefit of Rene Medina on October 21,
2014, the evidence did not establish that Rommel and Ruell’s failure to disclose that LCI’s
employees were being used for the benefit of Rene Medina resulted in a violation of the
Gamlng € or rol £ st. As ¢ res It, 10 cause for d'sciplir 2 was es ablise in the fo i h ce ise of
actigl .
Imposition of Discipline

25. In light of the foregoing, Respondents’ licenses are suspended for fourteen (14) days.
However, the suspension is stayed, and Respondents are ordered to pay a monetary penalty in lieu
of all fourteen (14) days of the suspension. Pursuant to CCR section 12554(d)(7)(A), the
monetary penalty shall be fifty percent (50%) of Lucky Chances’ average daily gross gaming
revenue. The monetary penalty shall be based upon the most recent financial statements
submitted by Lucky Chances to the Bureau.
Costs

26. In issuing his Proposed Decision, ALJ Miller did not recommend the revocation,
suspension or denial of Respondents’ state gambling licenses or renewal state gambling license
applications. As a result, ALJ Miller did not order the payment of reasonable costs by
Respondents to the Bureau. Since ALJ Miller did not recommend the revocation, suspension or
denial of Respondents’ state gambling licenses or renewal state gambling license applications,
pursuant to Section 19930(d), no costs will be awarded to the Bureau for the investigation and

prosecution of this case.
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Statement of Issues

27. The evidence established that Respondents are persons of good character, honesty, and
integrity. However, Respondents’ failure to disclose Rene Medina’s use of LCI’s wholesale
license, their relationship and association with Rene Medina, a disqualified person under the
Gambling Control Ac and neir " aL 't of 1iling tc 2x¢ cise rc 1sonable oversight over various
departments, including, 2 roll ad m: ntc 1ance,  wrti ularlv .n relation to those departments’
interactions with Rene Medina, poses a threat to the public interest, and creates or enhances the
dangers of unsuitable, unfair, or illegal practices, methods, and activities in the conduct of
controlled gambling or in the carrying on of the business and financial arrangements incidental
thereto. However, these threats are insufficient, at this time, to warrant the denial of
Resp 1 den s’ enew 'l s ate (aml lir 4 licer.se appli & ions Ral e Res o dents hay 2 met eir
hurde 1ot | oy nat'eir jui lific. ion. for ! censu e unc 2r he Gam sling Ce ntrol A t, bu. o1 Iv
through their strict adherence to the following conditions:

License Conditions:

1. Rene Medina shall be prohibited from entering, being present in, or in any way
patronizing any areas on Lucky Chances’ property.

2. All future shareholders, corporate officers, key employees, and work permit
holders shall be informed of the prohibition (as identified in condition number
one) by the General Manager within three business days of their start date and
shall maintain a record of this notification while they are affiliated with the
cardroom.

3. Ruell Medina and Rommel Medina, licensed as shareholders in Lucky
Chances, Inc. shall each be individually responsible for ensuring that all
conditions placed on the Lucky Chances license are fully complied with,
including but not limited to duties placed upon the General Manager.

4. If Rene Medina is observed at any time by any employee entering, or being

present in any areas of Lucky Chances’ property, the General Manager or
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manager in charge shall within 30 minutes telephone (1) the California
Gambling Control Commission (Commission) and (2) the Department of
Justice, Bureau of Gambling Control (Bureau). The call to the Commission
shall be made to the Executive Director at (916) 263-0700. The call to the
Bu.raus allb nadet the Bu :av Chief t(916) 227-2377.

5. Rene \ edin‘ shall ot jave any co 1mun’ ation, directly or indirectly, with
any employee or owner of Lucky Chances, except that Rene Medina may
communicate with his immediate family members provided the
communication does not relate to any part of LCI’s business.

6. Any communication between Rene Medina and any shareholder or employee
0 Luck “ha ce conccrning th 2 aper tion f ne Lick y Chance, vard dom
Fasirt 2s¢ shay’ Je Jiscle ad to ne E> =c itive Di 2ctor ar 1 to the 3urec 1 ( hief
within one business day of the communication. This disclosure requirement
applies to both oral and written communications. This disclosure must be
made in writing. The General Manager shall maintain records documenting
each disclosure for four years following the disclosure.

NOTICE OF APPLICANT’S APPEAL RIGHTS

Respondents have the following appeal rights available under state law:

Business and Professions Code section 19932 provides:

(a) Any person aggrieved by a final decision or order of the commission that limits,

conditions, suspends, or revokes any previously granted license or approval,
made after hearing by the commission, may petition the Superior Court for the
County of Sacramento for judicial review pursuant to Section 1094.5 of the
Code of Civil Procedure and Section 11523 of the Government Code.
Notwithstanding any other provision of law, the standard set forth in paragraph
(1) of subdivision (h) of Section 1094.5 of the Code of Civil Procedure shall
apply for obtaining a stay of the operation of a final decision or order of the
commission. In every case where it is claimed that the findings are not
supported by the evidence, abuse of discretion is established if the court
determines that the findings are not supported by substantial evidence in light of
the whole record.

(b) The court may summarily deny the petition, or the court may issue an alternative

writ directing the commission to certify the whole record in the case to the court
within a time specified. No new or additional evidence shall be introduced in
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the court, but, if an alternative writ issues, the cause shall be heard on the whole
record as certified by the commission.

(c) In determining the cause following issuance of an alternative writ, the court
shall enter judgment affirming, modifying, or reversing the order of the
commission, or the court may remand the case for further proceedings before, or
reconsideration by, the commission.

(d) Except as rtherw se pr ided 1Sectio 1€ »:u, . is section provides the
exclusive 1 eans (o re' ie\ ' adj dicatory de: sions fthe commission.

CCR section 12064, sul. ¥ :tion (a) ar 1( ) provic :, il part:

An applicant denied a license, permit, registration, or finding of suitability,
or whose license, permit, registration, or finding of suitability has had
conditions, restrictions, or limitations imposed upon it, may request
reconsideration by the Commission within 30 calendar days of service of the
decision, or before the effective date specified in the decision, whichever is
later. The request shall be made in writing to the Commission, copied to the
Bureau, and shall state the reasons for the request, which must be based
snon either newly disez . cvad evider ce or fogz! authorittes *ot could ot
reaso at y a-el e presented bef)r. the Com ai sion”, i suance o’ ti 2
decis on or th 2 1eccing ur the m **2 or upun ot e yooc cause w =+ the
Coranis iol may Jdec.t» *its sc e dist e on, me s recor ~ideration,

Business and Professions Code section 19870, subdivision (e) provides:

A decision of the commission denying a license or approval, or imposing
any condition or restriction on the grant of a license or approval may be
reviewed by petition pursuant to Section 1085 of the Code of Civil
Procedure. Section 1094.5 of the Code of Civil Procedure shall not apply to
any judicial proceeding described in the foregoing sentence, and the court
may grant the petition only if the court finds that the action of the
commission was arbitrary and capricious, or that the action exceeded the
commission's jurisdiction.

CCR section 12066, subsection (c) provides:

A decision of the Commission denying an application or imposing conditions on
license shall be subject to judicial review as provided in Business and Professions
Code section 19870, subdivision (e). Neither the right to petition for judicial
review nor the time for filing the petition shall be affected by failure to seek
reconsideration.

ORDER
1. The accusation against Lucky Chances, Inc., Rommel Medina, and Ruell Medina is
PROVEN with regard to the First Cause for Discipline and DISMISSED with regard to the
Second, Third, and Fourth Causes for Discipline.

2. Respondents’ licenses are hereby SUSPENDED for fourteen (14) days; however, the
30
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suspension shall be stayed and Respondents are ordered to pay a monetary penalty in lieu of all

fourteen (14) days of the suspension based upon the most recent financial statements submitted

by Lucky Chances to the Bureau.

3. The renewal state gambling license applications for Lucky Chances, Inc., Lucky

Chances, Rommel Me lina, .nd F ie ' Me inaare \PF ROVE ) WITH CONDITIONS, as

follows:

Rene Medina shall be prohibited from entering, being present in, or in any way

patronizing any areas on Lucky Chances’ property.

. All future shareholders, corporate officers, key employees, and work permit

holders shall be informed of the prohibition (as identified in condition number
0 e) iy 12 G ne al Manager w it ‘inth ee bi si ess iy of their i tds eand
< all mé ntar. a reord < f this aotifi al on whil * they ai » affiliz 2ad w. h he
cardroom.

Ruell Medina and Rommel Medina, licensed as shareholders in Lucky
Chances, Inc. shall each be individually responsible for ensuring that all
conditions placed on the Lucky Chances license are fully complied with,
including but not limited to duties placed upon the General Manager.

If Rene Medina is observed at any time by any employee entering, or being
present in any areas of Lucky Chances’ property, the General Manager or
manager in charge shall within 30 minutes telephone (1) the California
Gambling Control Commission (Commission) and (2) the Department of
Justice, Bureau of Gambling Control (Bureau). The call to the Commission
shall be made to the Executive Director at (916) 263-0700. The call to the
Bureau shall be made to the Bureau Chief at (916) 227-2377.

Rene Medina shall not have any communication, directly or indirectly, with
any employee or owner of Lucky Chances, except that Rene Medina may

communicate with his immediate family members provided the
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communication does not relate to any part of LCI’s business.

6. Any communication between Rene Medina and any shareholder or employee
of Lucky Chances concerning the operation of the Lucky Chances card room
business shall be disclosed to the Executive Director and to the Bureau Chief
wiinon busi i 3sda of the ¢ ymi wnica ‘on. This disclosure requirement
appli s b bof . _... nc written on nunics ions. This disclosure must be
made in writing. The General Manager shall maintain records documenting
each disclosure for four years following the disclosure.

4. No costs are to be awarded.
5. Each side to pay its own attorneys’ fees.

This O iv eff et eon Mo \3, 2017

| Secmmm

P Q N
L
e ﬂ
Dated: Léz / (E / [ 7 Signamrc:r_z%ﬂhﬂw\_f {,K?’H}
& J/aurén Hammond, Commissioner ¢
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Trang. To, Commissibaér
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