The Commission is providing a copy of this disciplinary
pleading (Accusation, or Statement of Reasons,
Statement of Particulars, or Statement of Issues) so the
public is as informed as possible of pending
administrative proceedings regarding the allegations
contained in the pleading. An Accusation or Statement
of Issues is simply an allegation of facts that, if true,
may rise to the level of disciplinary action against or
denial of a license, registration, work permit or finding
of suitability. The facts contained in the pleadings
should not be taken as established or proven. The
licensee/applicant will have an opportunity to dispute
the allegations in a formal administrative proceeding.
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_ BEFORE THE _
CALIFORNIA GAMBLING CONTROL COMMISSION

STATE OF CALIFORNIA

In the Matter of the Accusation and | OAH No.

Statement of Issues Against:

SEVEN MILE CASINO, formerly known as
the Village Club (GEGE-000466);

BGC Case No. HQ 2015-00004AC '

ACCUSATION AND STATEMENT OF

HARVEY F. SOUZA (GEOW-003395); ~ ISSUES (Replacing Accusation filed

ELIZABETH J. SOUZA (GEOW-003396),

HARVEY AND BETTE SOUZA LIVING |
TRUST, dated February 7, 2010 (GEOW—

003394), and

VC CARDROOM, INC. (GEOW-003390)

285 Bay Boulevard :
Chula Vista, CA 91910

-September 23, 2015) .

Respondents.
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Complainant valleges as follows: |
‘ PARTI.ES
1. Wayne J. Quint, Jr. (Complainant) brings this Accusatjon and Statement of
Issues solely in his official capacity as the Chiéf of the California Department of Justice, Bureau
nf Gambling Control (Bureau).

2. Respondent Seven Mile Casino (Seven Mile), formerly known as the Village
Club, is a licensed gambling establishment, California State Gar’nbling License Number GEGE-
000466. It is a 20-table card room presently operating at 285 Bay Boulevard, Chula Vista,
California. It changed its name and relocated to 285 Bay Bpulévard in or around May 2015.

3. Respondent Harvey F. Souza (Mr. Souza), license number GEOW-003395, is
endorséd on Seven Mile’s license. .Respondent Elizabeth J. Souza (Mrs. Souza), license
number GEOW-003396, .is endorsed on Seven Mil.e’s license. Mr. and Mrs. Souza are the

trustees of Respondent Harvey and Bette Souza Living Trust (Trust), license number GEOW-

1 003394. The Tr ust, in turn, presently is the sole shareholder of Respondent VC Cardroom Inc.

(Corporation), license‘number GEOW-003390, which does business as Seven Mile and is ‘-

endorsed on 1ts license. -
4. Prior to October 31, 2013, the Trust held the assets of Seven Mlle On October

31, 2013, the Trust transferred all assets of Seven Mile to the Corporation in return for stock.

5. Seven Mile, Mr. Souza, Mrs. Souza, the Trust, and the Corporation are referred

“to collectively as “Respondents.”

. 6. The California Gambling Control Commission (Commission) issued the above-
described licenses to Respondents. On December 10, 2015, the Commission referred
Respondents’ license renewal applicétions to an evidentiary hearing to be consolidated with the
pending Accusation: Asa conseduénce of the referral, the Commission issued Respondents

interim licenses. (Cal. Code Regs., tit. 4, § 12035, subd. (a).)

2

Accusation and Statement of Issues
(Replacing Accusation filed Septen}qber 23,2015)




O e g N

10
11

12

13

14
15

16
17
18
19
20
21
22

23.
24

25
26
27
| 28

SUMMARY OF THE CASE .

7. This proceeding seeks to revoke Respondents’ licenses, and impose the
maximum fine allowed by law. It also seeks to deny Respondents’ license renewal applications.
Respondents are not suitable for continued, or renewal of their, licensure under the Gambling
Control Act (Act) and regulations adopted pursuent to the Act. As alleged in this Accusation
and Statement of Issues, Respondents engaged in the following acts and omissions:

©a Respondents entered lnto a venture by which they received substantial sums of
monies to build a new card room at 285 Bay Boulevard, Chula Vista, in return
for their co—ltenturers’ ri ght to obtain an ownership interest in Seven Mile.
Respondents failed to disclose to the Bureau this financing arrangement and the
creation of the co-venturers’ rights to own Seven Mile. Respondents, as well as
their co-venturers, concealed facts necessary for the Commission to make
informed licensing deterrninatio_ns, and for the Bureau to make informed’
licensing recommendations. The public trust is broken and the necessary
regulation of controlled gambling in California is undermined, when licensees
concealmaterial information from the Commission and the Bureau.

b. Respondents allowed their co-venturers, who were not licensed as Seven Mile’s
owners, to make, or substantially participate in, decisions regarding the card
room’s operations and policies. Respondents, as well as their co-venturers,
concealed this narticipation from the Bureau and the Commission. The public
trust is broken and the necessary regulation of controlled gambling in California
is undermined, when undisolosed, unlicensed persons exercise significant
influence over gambling operations. |

c. Respondents operated Seven Mile, and its predecessor the Village Club, in an
unsuitable and unlawful manner. They. withdrew monies from the gambling
establishment without adequate documentation. They engaged in off—the—books

transactions. They used patrons’ and players’ monies. for Seven Mile’s own

2
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purposes. Seven Mile’s vﬁnancial auditors issued a qualified opinion because
transactions with affiliates were not reported in accordance with generally
accepted auditing princibles. The public trust is broken and the necessary
_regulation of controlled gambling in California is undermined, when a gambling
establishment departs significantly from usual business. practices.
d. . Respondents failed to have adequate funds to cover the value of chips in use by
Seven Mile’s patrons and players, and to cover monies deposited by patrons and
players.
Pursuant to the Act and as a consequence of tﬁeir acts and omissions, Respéndents are
unQualiﬁed for, disqualified from, and unsuitable for continued, or the renewal of t_heir_,
licensure. Respondents’ cohtinued licensure is inimical to the public health, safety, and welfare

and a danger to the effective regulation of controlled gambling.

JURISDICTION AND COST RECOVERY
8. The Commission has jurisdiction over the operation and concentration of

gambling establishments and all persons and things having to do with operation of gambling

' establishrn_ents; (Bus. & Prof. Code, § 19811, subd. (b).)! The Act tasks the Bureau with,

among other responsibilities, investigating suspected violations of the Act and initiating

disciplinary actions. (Bus. & Prof. Code, §§ 19826, subds. (c) & (¢) & .19930,‘ subd. (b).) Upon

the Bureau ﬁling an accusation, the Commission proceeds under Government Code section
11500 et seq. (Bus. & Prof Code, § 19930, subd. (b); see Cal. Code Regs., tit. 4, § 12554, subd. |
(2).) The Commission’s disciplinary powers include, among other things, revocation and
imiaositio‘n of a fine or monetary penalty. (Cal. Code Regs., tit. 4, § 12554, subd. (d).) The
Commission may require that any vmatter_ of an édjudicative nature that the Commission-is

authorized to hear regarding the denial or revocation of a license be heard and determined in

‘accordance with Government Code section 11500 et seq. (Bus. & Prof. Code, § 19825.)

! The statutes and regulations applicable to this Accusation are quoted in pertinent part
in Appendix A. ' :

4
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9. In a matter involving revocation or suspension, the Bureau may recover its costs
of investigation and proéecutjng the proceeding. (B}us,:& Prof. Code, § 19930, subd. (d).)
REGULATION, SUITABILITY, AND THE DUTY OF DISCLOSURE

10. Operating a card room in California is a revocable privilege. (Bus. & Prof.

- Code, § 19801, subd. (k).) The Act provides for comprehensive regulation to prevent that

privilege from being abused. Comprehensive regulation maintains the public trust that
permissible ‘gambling will not endanger the public health, safety, and wclfaré. That
comprehensive regulation covers all persons, practices, and associations related to the operatlon
of lawful gambling estabhshments (Bus. & Prof. Code, § 19801, subd. (h).)

11.  Under the Act, the Commission’s responsibilities include assuring that no

unqualified or disqualified person, or any person whose operations are conducted in a manner

- that is inimical to the public health, safety, and welfare, has any direct or indirect material

involvement with a licensed gambling operation. (Bus. & Prof. Code, § 19823, subd. (a)(2).)
12. Determining whether a person is suitable, or whether a person has materlal
mvolvement in a licensed gambling operatlon begins with providing truthful information to the

Bureau. Accordingly, the Act directs that every applicant for licensing or any approval required |

~ by the Act make full and true disclosure of all information necessary to carry out the state’s

‘policies relating to licensing and control of gambling. (Bus. & Prof. Code, § 19866.)

13. - The Act mandatorily disqualifies from licensure any person who fails “to reveal
ahy fact rhaterial to qualiﬁc.:a’cion"’ or supplies untrue or misleading informétion. (Bus. & Prof, .
Code, § 19859, subd. (b).) Additionally, providing untrue or misleading information or failing
to provide information and do.cumentatioﬁ requirés revocation of an existing license. (Calj
Code Regs., tit. 4, § 12568, subd. (c)(4) [mandatory revocation of a staté gambling license].)

14.  The Act makes unqualified for licensure any person who is not of good
character, honesty, and integrity. (Bus. & Prof. Code, § 19857, subd. (a).) The Act also makes
unqualified for licensure any person whose prior activities andaassociations pose a threat to

effective regulation and control of controlled gambling, or create or enhance the dangers of

S

Accusation and Statement of Issues
(Replacing Accusation filed September 23, 2015)




=] [} ~N SN

10
11

12

13

14

15
16
17
18
19
20
21
22

23 -

24

25

26
27
28

unsuitable, unfgir, or illegal practices, methods, and activities in carrying on the business and
financial arrangements incidental to the conduct of controlled gambling. (Bus. & Préf. Code, §
19857, subd. (b).) The license of any person, who becomes unqualified for licensure, must be -
revoked. (Cal. Code Regs., tit. 4, § 12568, subd. (c)(3) [mandatory revocation of a state
gambling license].)

THE DUTY TO MAINTAIN ADEQUATE FUNDS

15.  The Act requires that all gambling establishments be operated in a manner
éuitable to protect the public health, safety, and general welfare. The responsibility for
employing and maintaining suitable methods of operation rests with the owners, and persistent
toleration of unsuitable methods o‘f operation constitutes a ground for license revocation. | (Bus.
& Prof. Code, § 19920.) Owners are required to comply with any regulation adopted pursuant
to the Act. (Bus. & Prof. Code, § 19922. ) They also are required to maintain securlty controls
over the gamblmg premlses and all operatlons related to gambling. (Bus. & Prof. Code, §
19924,)

16.  Chips are used in card rooms. Patrons and piayers acquire chips ._in exchange for
cash, which a card room holds temporarily until the chips are redeemed. California Code of
Regulationé, title. 1'1, section 2053, subdivision (b), provides, in part,' that a“‘gambling
establishment shall maintain a separate, s'pecliﬁcally designated, insured account with a-lidensed
financial institution in an amount not less than the total of chips in use by the .gambling
establishment.” | | |

17.  Patrons’ and players® funds used in connection with controlied gambling are held
by the éar_d room fo‘r the benefit those patrons and players, and not for the benefit of the card
room. California Code of Regulations, title 11, section 2053, subdivisibn (©), pfovides, in part,.
that a “gambling establishment shall maintain a separate, specifically designated, insured
account with a licensed financial institution in an amount not less than the total amount of the
monies that patrons of that gambling establishment have on deposit with the gambling

establishment.”
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INDICTMENT AND EMERGENCY ORDER

18. On December 9, 2015, the United States unsealed an indictment against, among
others, the Corporation and Mr. Souza. On that same date, Mr. Souza was arrested. The United
States charged the Corporation and Mr. Souza with fhé failure to maintain a reasonably
designed anti-money laundering program.

19.  OnDecember 9, 2015, Complainant issued an emergency order pursuant to
Business and Professions Code section 19931.

FIRST CAUSE FOR DISCIPLINE
(Unqualified for Continued Licensure)

20.  Respondents’ gambling licenses are subject to discipline, pursuant to Business
and Profeséions Céde sections .19823, 19857, subdivisions (a) and (b), 19920, 19922, and
19924, and California Code of Regulat_ioné, title 4, section 12568,‘ subdivision (¢)(3). -
Respondents’ continued licehsure is inimical té'public heaith, safety, and welfare. Respondents
are not persons of good characfer, honesty, and integrity. Their prior activities and associations

pose a threat to the effective regulation and control of controlled gambling, and create or '

- enhance the dangers of unsuitable, unfair, or illegal practices, methods, and activities in

carrying on the business and financial afrangements incidental to the conduct of controlled

gambling. Respondents’ conduct in their dealings with the Commission and the Bureau

demonstrate that they are unqualified for licénsure. That conduct includes, but is not limited to,

the following acts and omissions:
a.  Respondents failed to inake full and true disclosure of information necessary to
carry out the state’s policies relating to lic:ensin‘g,r and control of gambling.
Respondents did not disclose agreements regarding ﬁnancing and ownership
arrangements. Respondenfs received a $3 million loan from an entity affiliated
with théir co-venturers. The loan was secured by the assets of Respondents’
gambling establishment. In addition, the loaﬁ was convertible at the co-

venturers’ option into an ownership interest in Seven Mile. The loan proceeds

7
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were used in the gambling establishment’s operations and to construct new
premises. Respondents’ co-venturers also acquired a 50-percent interest in the

new premises, and guaranteed commercial loans for improvements. In sum,

Responderits entered into a venture with unlicensed persons to build a new

facility, relocate the gambling establishment, and become co-owners.

Even though Respondents had license applications and other approvals pending

before the Commission, they failed to disclose the venture, the financing sources,

giving an option to acquire an ownership interest, and their co-venturers’
involvement. This breached Respondents’ duties under the Act and made them

unqualiﬁed for licensing.

* Additionally, Réspondents turned management, in whole or in part, of Seven

Mile over to their co-venturers,'who were not licensed as owners. The co-
véntufers, either directlyvor through Respondenfs,' made employment decisions, .
established operational policies and: practices, and directed Seven Mile’s'
operations. The co-venturers thus exerc.:ised significant influence over the
gambﬁng operation. Respondents’ nondisélcsures concealed this conduct from
both the Bureau and the Commission.

Respondents engaged in patterns and practices that demonstrate a subsfantial
disregard for prudent and usual business controls and oversight. They operated
Seven Mile, and its predecessqr the Viﬁage Club, in an.uns'uitable manner. Their
patterns and practices included fmancié’l dealings involving hundreds of
thoxisénds of dollars without adequate documgeﬁtation. They engaged in off-the-
books ’grarlsacﬁons. “They used patrons’ and players’ monies for Seven Mile’s
purposes. Seven Mile’s financial auditofs issued a qualified opinion because
transactions with affiliates were not rep_orfed_ in accordance with generally -
accepted auditing iorinciples. Responden’lcs’ disregard for prudent and usual

business controls and oversight poses a threat to the public interest and the

8
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effective regulation and control of controlied .gambling. Respondents engaged in |
unsuitable patterns and practices in the conduct of controlled gémbling .or in
carrying on thé busincsé and financial arrangements incidental to controlled
gambling. |

e. Respondents failed to have adequate funds to cover the value of chips in use by
Seven Mile’s patrons and players, and to cover monies deposited by patrons and
players. '

‘ SECOND CAUSE FOR DISCIPLINE

(Failing To Reveal Material Informml to the Bureau)

21.  Respondents® gambling licenses are subject to discipline, pursuant to Business
and Profess1ons Code sections 19823, 19857, subdivisions (a) and (b), and 19859, subdivisions
(a) and (b), and California Code of Regulatlons title 4, section 12568 subdivisions (c)(3) and

~ (4). Respondents’ continued licensure is inimical to public health, safety, and welfare.

Respondents are not persons of good character, honesty, and integrity. Théir.prior activities and
associations pose a threat to the effective regulation and control of controlled gambling, and -
create or enhance the dangers of unsﬁitable, unfair, or illegal'pr.acticAes, methods, ahd activities
in carrying on the business and ﬁnénc‘ial arrangements incidental to the conduct of controlled
gamblihg. Respondents breached their duty of full and true disclosure to the Commission and.
the Bureau. Respondents failed to reveal to, and concealed from, the Bureau material
information regarding financial interest holders, indebtedneSS, prospective ownership intefests,
and other agreements, inciuding, but not limited to, the following:
a. Respondents faiied to make full and true disclosure of information necessary to
carry out the state’s policies relating to licensing and control Qf gambling.
Respondents did not disclose agreemerits regarding ﬁnancing and ownership
arrarllgemeﬁnts.' Respondents received a $3 million loan from an entity affiliated
with their co-venturers. The loan was secured by the assets of Respondents’

gambling establishment. In addition, the loan was convertible at the co-
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venturers’ option into an ownership interest in Seven Mile. The loan proceeds -
were used in the gambling establishment’s operations and to construct new
premises. Respondents’ co-venturers also acquired a SO-pércent interest in the
new premises, and guaranteed commercial loans for improvements. In sum,
Respondents entered into a venture with unlicensed persons to build a new
facility, relocate the gambling establishment, and become co-owners.

Even though Respondents Had license applications and other approvals pending
before the Commission, they failed to disclose the venture, the ﬁnan_cing sources,
giving an option to acquire an oWnership interest, and their co-venturers’
involvement. This breached Respondents’ duties under the Act and disqualified

them from licensing.

- Additionally, Respondents turned management, in whole or in part, of Seven

Mile over to their co-venturers, who were not licensed as owners. The co-
venturers, either directly or through Respondents, made employment decisions,

established operdtional policies and practices, and directed Seven Mile’s

‘operations. The co-venturers thus exercised significant influence over the

gambling operation. Respondents’ nondisclosures concealed this conduct from
both the Bureau and the Commission.

THIRD CAUSE OF ACTION FOR REVOCATION

(Failure to Have Sufficient Monies on Hand to Cover Players’ Funds on Deposit)

establishment.

Respondents’ licenses are subject to revocation pursuant to Business and

Professions Code sections 19857, 19920, 19922 and 19924, and California Code of
Regulations, title 11, section 2053, subdivision (c), in that Respondents failed to have sufficient
mbnies readily available at Seven Mile in an amount not less than the total amount of monies

that players and patrons of that gambling establishment had on deposit with the gambling

10
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| PRAYER

WHEREFORE, Complainant requests that a hearing be held on the matters herein
alleged, and that following the hearing, tla.e Commission issue a decision:

1. Revoking, and denying 1'ene§val of, California State Gambling License Number
GEGE-OOO466, issued to Respondent Seven Mile Casino, formerly known as the Village Club;

2, Revoking, and denying renewal of, California State Gambling License Number
GEOW-003395, issued to Respondent Harvey J. Souza; | ‘

3. Revoking, and denying renewal of, California State Gambling License Number
GEOW-003396, issued to Respondent Elizabeth J.' Souza; |

4, Re\:oking, and denying renewal of, California State Gambling License Number
GEOW-003394, issued to Respondent Harvey and Bette Souza Living Trust;

5. Revoking, and denyirig renewal of, California State Gambling License Number °

GEOW-003390, issﬁed to Respondent VC Cardroom, Inc.;-

6. Fining Respondents, jointly and severally, according to proof and to the
maximum extent allowed by law;

7. Awarding Complainant the costs of investigation and costs of bringing this
Accusation and Statement of Issues before the.Conﬁnission', pursuant to Business and
Professions Code section 19930, subdivisions (d) and (f), in a sum according‘lo proof; and

8. Taking such other and further action as the Commission may deem appropriate.

Dated: December [7, 2015 ; o C st L‘ ot
‘ . WAYNE I*QUINT, JR., Chief
Buréal of Gambling Control
California Department of Justice
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APPENDIX A — STATUTORY AND REGULATORY PROVISIONS

Jurisdictional Provisions

Business and Professions Code section 19811 provides, in part:

(b) Jurisdiction, including jurisdiction over operation and -
concentration, and supervision over gambling establishments in this state
and over all persons or things having to do with the operations of gambling
establishments is vested in the commission.

Business and Professions Code section 19823 provides:

(a) The responsibilities of the commission include, without limitation,
all of the following: '

(1) 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. S

© (2) Assuring that there is no material involvement, directly or
indirectly, with a licensed gambling operation, or the ownership or
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. '

(b) For the purposes of this section, “unqualified person” means a.
person who is found to be unqualified pursuant to the criteria set forth in

- Section 19857, and “disqualified person” means a person who is found to

be disqualified pursuant to the criteria set forth in Section 19859.
Business and Professions Code section 19824 provides, in part:

The commission shall have all powers necessary and proper to enable
it fully and effectually to carry out the policies and purposes of this
chapter, including, without limitation, the power to do all of the following:

(b) For any cause deemed reasonable by the commission, . . . limit,

condition, or restrict any license, permit, or approval, or impose any fine
upon any person licensed or approved. The commission may condition,

“restrict, discipline, or take action against the license of an individual owner

endorsed on the license certificate of the gambling enterprise whether or
not the commission takes action against the license of the gambling
enterprise.

EEEX

12

Accusation and Statement of Issues
(Replacing Accusation filed September 23, 2015)




10
11
12
13
14
15
16
17
18
19

20 .

21
22
23
24
25
26
27
28

(d) 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 19825 provides:

The commission may require that any matter that the commission is
authorized or required to consider in a hearing or meeting of an -
adjudicative nature regarding the denial, suspension, or revocation of a
license, permit, or a finding of suitability, be heard and determined:in
accordance with Chapter 5 (commencing with Section 11500) of Part 1 of
Division 3 of Title 2 of the Government Code.

Business and Professions Code section 19826 provides, in part:

The department[?] . . . shall have all of the following responsibilities:

* ok ok

(c¢) To investigate suspected violations of this chapter or laws of this
state relating to gambling . . . . :

% % 3k

(e) To initiate, where appropriate, disciplinary actions as provided in
this chapter. In connection with any disciplinary action, the department
- may seek restriction, limitation, suspension, or revocation of any license or
- approval, or the imposition of any fine upon any person licensed or
approved. -

Califorhia Code of Regulations, title 4, section 12554 provides, in part:

(a) Upon the filing with the Commission of an accusation by the
Bureau recommending revocation, suspension, or other discipline of a
holder of a license, registration, permit, finding of suitability, or approval,
the Commission shall proceed under Chapter 5 (commencing with section
11500) of Part 1 of Division 3 of Title 2 of the Government Code.

* % k%

(d) Upon a finding of a violation of the Act, any regulations adopted
pursuant thereto, any law related to gambling or gambling establishments,
violation 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:

(h).)

2 “Department” refers to the Department of Justice. (Bus. & Prof. Code, § 19805, subd. .
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(1) Revoke the license, registration, permlt finding of su1tab1hty,
or approval

(2) Suspend the license, registration, or permit;

* % ok

(5) Impose any fine or monetary penalty consistent with
Business and Professions Code sections 19930, subdivision (c), and
19943, subdivision (b)

Cost'Recoverv Provisions

Business and Professions Code section 19930 provides, in part:

. (b) If, after any investigation, the department is satisfied that a license,
permit, finding of suitability, or approval should be suspended or revoked, it
shall file an accusation with the commission in accordance with Chapter 5
(commencing with Section 11500) of Part 1 of Division 3 of Title 2 of the
Government Code.

(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 the case.

(1) The costs assessed pursuant to this subdivision shall be fixed
by the administrative law judge and may not be.increased by the
commission. When the commission does not adopt a proposed decision’
and remands the case to the administrative law judge, the administrative
law-judge may not increase the.amount of any costs. assessed in the
proposed decision.

(2) The department may enforce the order for payment in the
superior court in the county in which the administrative hearing was
held. The right of enforcement shall be in addition to any other rights
that the division may have as to any licensee to pay costs.

(3) In any judicial action for the recovery of costs, proof of the
commission’s decision shall be conclusive proof of the validity of the

“order of payment and the terms for payment.

* ok %

(f) For purposes of this section, “costs™ include costs incurred for any
of the following:
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(1) The investigation of the case by the department.

(2) The preparation and prosecution of the case by the Office of
the Attorney General.

Specific Statutory and Regulatory Provisions
Business and Professions Code, section 19801 provides, in part:

(h) Public trust and confidence can only be maintained by strict
comprehensive regulation of all persons, locations, practices,
associations, and activities related to the operation of lawful gambling
establishments and the manufacture and distribution of permissible
gambling equipment.

(i) All gambling operations, all persons having a significant
involvement in gambling operations, all establishments where gambling
is conducted, and all manufacturers, sellers, and distributors of gambling
equipment must be licensed and regulated to protect the public health,
safety, and general welfare of the residents of this state as an exercise of
the police powers of the state. -

® %k %

(k) 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 . . .. 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 19850 provides, in part:

_Bvery person . . . who receives, directly or indirectly, any
compensatlon or reward or any percentage or share of the money or
property played, for keeping, running, or carrying on any controlled
game in this state, shall apply for and obtain froim the commission, and
shall thereafter maintain, a valid state gambling license, key employee
license, or work permit .. . . In any criminal prosecution for violation of

" this section, the punishment shall be as provided in Section 337j of the

Penal Code.
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10.

11.

12,

13.

Business and Professions Code section 19852 provides, in part: |

[A]n owner of a gambling enterprise that is not a natural person shall
not be eligible for a state gambling license unless each of the following
persons individually applies for an obtains a state gambling license:

BEEE

(i) Every employee, agent, guardian, personal representative,
lender, or holder of indebtedness of the owner who, in the judgment of
the commission, has the power to exercise significant influence over the
gambling operation.

Business and Professions Code section 19855 provides, in part:

[E]very person who, by statute or regulation, is required to hold a state
license shall obtain the license prior to engaging in the activity or
occupying the position with respect to which the license is required.

Business and Professions Code section 19857 provides:

No gambling license shall be issued unless, based on all the
information and documents submitted, the commission is satisfied that
the apphcant is all of the following: ‘

(a) A person of good character, honesty and integrity.

- A persori 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
~controlied 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 busmess and financial
arrangements incidental thereto :

(c) A person that is in all other respects qualified to be licensed as
provided in this chapter.

Business and Professions Code section 19859 provides, in part:

The commission shall deny a license to any apphcant who is
disqualified for any of the following reasons:

(a) Failure of the applicant to clearly establish eligibility and
qualification in accordance with this chapter.

(b) Failure of the applicant to provide information,
documentation, and assurances required by the Chief, or failure of
the applicant to reveal any fact material to qualification, or the
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part:

14.

15.

16.

17.

18.

supplying of information that is untrue or misleading as to a material
fact pertaining to the qualification criteria.

Business and Professions Code section 19866 provides:

An applicant for licensing or for any approval or consent required
by this chapter, shall make full and true disclosure of all information
to the departmént and the commission as necessary to carry out the
policies of this state relating to licensing, registration, and control of
gambling.

Business and Professions Code section 19920 provides:

It is the policy of the State of California to require that all
establishments wherein controlled gambling is conducted in this state
be operated in a manner suitable to protect the public health, safety,
and general welfare of the residents of the state. The responsibility for
the employment and maintenance of suitable methods of operation
rests with the owner licensee, and willful or persistent use or toleration
of methods of operation deemed unsuitable by the commission or by
local government shall constitute grounds for license revocatlon or
other dlSClphl’lary actlon

Business and Professions-Code section 19922 provides:

No owner licensee shall operate a gambling enterprise in violation
of any provision of this chapter or any regulation adopted pursuantto _
this chapter.

Business and Professions Code section 19924 provides:

Each owner licensee shall maintain security controls over the
gambling premises and all operations therein related to gambling, and -
those security controls. are subject to the approval of the commission.

3

California Code of Regulations, title 4, section 12556, subdivision (c), provides, in

A state gambling license, finding of suitability, or approval granted
by the Commission . . . and an owner license for a gambling
establishment if the owner licensee has committed a separate violation
from any violations committed by the gambling establishment shall be
subject to revocation by the Commission on any of the following
grounds:

C%k ok ok
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(3)  Ifthe Commission finds the holder no longer meets
any criterion for eligibility, qualification, suitability or continued
operation, including those set forth in Business and Professions

. Code section 19857, 19858, or 19880, as applicable, or '

(4)  Ifthe Commission finds the holder currently meets
any of the criteria for mandatory denial of an application set forth
in Business and Professions Code sections 19859 or 19860.

19. California Code of Regulations, title 11, section 2053, provides:

(a) The Bureau may require a gambling establishment to
present satisfactory evidence that there is adequate financing avdilabie
to protect the public’s health, safety and welfare. ‘

(b) A gambling establishment shall maintain a separate,
specifically designated, insured account with a licensed financial
institution in an amount not less than the total value of the chips in use
by the gambling establishment. The funds in that account may only be
used to redeem the chips of that gambling establishment. That account
may not be used as collateral, or encumbered or hypothecated in any
fashion. Alternatively, the Bureau may allow the gambling
establishment to provide some other form of security acceptable to the
Bureau, in lieu of maintaining the required account.

(c) A gambling establishment shall maintain a separate,
specifically designated, insured account with a licensed financial
institution in an amount not less than the total amount of monies that
patrons of that gambling establishment have on deposit with the
gambling establishment. The funds from that account may only be
used to return to the patrons the balance of the monies on deposit with
the gambling establishment. That account may not be used as collateral
or encumbered or hypothecated in any fashion. Alternatively, the
Bureau may allow the gambling establishment to provide some other
form of security acceptable to the Bureau, in lieu of maintaining the
required amount. ' '
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CALIFORNIA GAMBLING CONTROL COMMISSION

SEVEN MILE CASINO, formerly known as | BGC Case No. HQ 2015-00004AC

the Village Club (GEGE-000466);
HARVEY F. SOUZA (GEOW-003395); |
ELIZABETH J. SOUZA (GEOW-003396);
HARVEY AND BETTE SOUZA LIVING
TRUST, dated February 7, 2010 (GEOW-
VC CARDROOM, INC. (GEow¢003396)

Chula Vista, CA 91910

Respondents.
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A _{(Cornoration)
(Lorporation)

Complainant alleges as follows:
| I PARTIES N
L. .Wayne J. Quint, Jr. (Complainant) brings this Accusation solely in his official
capacity as the Chief of the California Department of Justice, Bureau of Gambling Control
(Bureau) _
2. Respondent Seven Mile Casino (Seven Mile), formerly known as the Village
Club, is a licensed gambling establishrnent, California State Garnbling License- Number GEGE-
000466. It is a 20-table card room presently operating at 285 Bay Boulévard, Chula Vista,
: California. It changed its name and relocated to 285 Bay Boulevard in or around May 2015.
| 3. . Respondent Harvey F. Souza (Mr. Souza), license number GEOW- 003395 is
endorsed on Seven Mrle s license. Respondent Elizabeth J. Souza (Mrs. Souza) license
number GEOW-OO3396 is endorsed on Seven Mile’s hcense Mzr. and Mrs. Souza are the
trustees of Respondent Harvey and Bette Souza lemg Trust (Trust), hcense number GEOW-

003394. The Trust, in turn, presently is the sole shareholder of Respondent vC Cardroom Inc.
tion), license number GEOW-003390, which-does business-as —Sex.’eniMile—and is

endorsed on its license. .

4, -. . Priorto October 31 2013, the Trust hel.d the assets of Seven Mile. On October
31 2013, the Trust transferred all assets of Seven Mile to the Corporatlon in return for stock.

5. Seven Mile, Mr. Souza, Mrs. Souza, the Trust and the Corporatlon are referred
to collectively as “Respondents

6. The Cahforma Gambhng Control Comm1ssron (Commrss1on) issued the above- '
descr1bed licenses to Respondents Each hcense will exprre on December 31, 2015 An

application for renewal is pending as to each license.

SUMMARY OF THE CASE

7. This proceeding seeks to re{loke Respondents’ licenses, and impose the
maximum'ﬁne allowed by law. Respondents are not suitable for continued licensure under the
Garnbhng Control Act (Act) and regulatrons adopted pursuant to the Act. As alleged in thrs

Accusation, Respondents engaged in the followrng acts and omissions:
2
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Respondents entered into a venture by which they received substantial

. sums of monies to build a new card room at 285 Bay Boﬁlevard, Chula

Vista, in return for their co-venturers’ right to obtain an ownership
interest in Seven Mile. Respondents failed to disclose to the Bureau this
financing arrang'ément and the creation of the co-venturers’ rights to own

Seven Mile. _ Respondents, as well as their co-venturers, concealed facts

- necessary for the Commission to make informed licensing

determinations, and for the Bureau to make informed licensing

recommendations. The public trust is broken and the nvecess'ary :

_'fegulation of controlled gambling in California is undermined, when

licensees conceal material information from the Commission and the .
Bureau.

Responderits allowed their co-venturers, who were not licensed as Seven

Mile’s owners, to make, or substantially participate in, decisions

regarding the card room’s operations and policies. Respondents, as well

as their co-venturers, concealed this participation from the Bureau and

- the Commission. The public trust is broken and the necessary regulation

of controlled gambling in California is undermined, when undisclosed,

unlicensed persons exercise significant influence over gambling

operations.

Respondents ope_arated Seven Mile, and its predecessor the Village Club,

" in an unsuitable and unlawful manner. They withdrew moriiesv from the

gambling establishment without adequate documentation. They engag,éd

in off-the-books transactions. Seven Mile’s financial auditors issued a

- qualified opinion because transactions with affiliates were not repdrt_gd in
“accordance with generally accepted auditing principles. The public trust

is broken and the necessary regulation of controlled garhbling in

California is undermined, when a gambling establishment departs
X . .
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signiﬁcantly from usual business practices.
Pursuant to the Actand as a consequence. of their acts and omissions,lRespondents are
unqualiﬁed for, disqualiﬁed from, and unsuitable for eontinued licensure.’l Respondents’
continued licensure is'inimical to the public health, safety, and welfare and a danger to the
effective regulation of controlled gambhng |

JURISDICTION AND COST RECOVERY

8. "The Commissmn has J.ur1sd1ct10n over the operation and concentration of
gambling establishments and all persons and things having to do with operation of gambling»
establishments. (Bus. & Prof. Code, § 19811, subd. (b).)" The Act tasks the Bureau with,

among other respons1b111t1es 1nvest1gat1ng suspected violations of the Act and initiating

.disCiphnary actions. (Bus. & Prof. Code, §§ 19826 subds (c) & (e) & 19930, subd. (b).) Upon.

the Bureau ﬁhng an aecusation the Commissmn proceeds under Government Code section

11500 et seq. (Bus. &ProfCode § 19930, subd (b); see Cal. Code Recs tit. 4 §12554 subd. |

(a).) The Commission’s disciplinary powers include, among other things, revocation and

"imposition of a fine or monetary penalty. (Cal. Code Regs., tit..4, § 12554, subd. (d).).

. R
9. ° In amatter involving revocation or suspension, the Bureau may recover its costs

of inve'sti_gation'and prosecuting the proceeding. (Bus. & Prof. Code, § 19930, subd-.'(d).)
REGULATION, SUITABILITY, AND THE DUTY OF DISCLOSURE -

10. Operating a card room in California is a revocable privilege. (an. & Prof.
Code, §19801; subd. (k).). TheAAct provides for eomprehensive r.egulation to prevent that |
privilege from being abused. Comprehensive regulation rnaintains the public trust that |
permissible gambling will not endanger the public health, safety, and welfare. That -
comprehensive reguiation covers.all persons, practices; and associations related to the operation '
of lawful gambling establishments. (Bus. & Prof. Code, § 19801, subd. (h).)

11.  Under the Act, the Commission’s responsibilities include assuring that no-

unqualified or disqualified person, or any person_whose operations are conducted in a manner

! The statutes and regulations apphcable to thls Accusation are quoted in pertinent part

"in Appendix A.

4
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that is inimical to the public health, safety, and welfare, has any direct or indirect material

-involvement with a licensed gambling operation. (Bus. & Prof. Code, § 19823, subd. (a)(2).)

12. . Determining whether a person is suitable, or whether a person has material

involvement in a licensed gambling operation, begins with providing truthful information to the

‘Bureau. Accordingly, the Act directs that every applicant for licensing or any approval required

by the Act make full and true disclosure of all information necessary to carry out the state’s
pohcles relating to licensing and control of gambling. (Bus & Prof. Code § 19866.)

13. .- The Act mandatorily dlsquahﬁes from 11censure any person Who fails “to reveal

any fact material to qualification” or supphes untrue or misleading information. (Bus. & Prof.

Code, § 19859,'Subd. (b).) Additionaily, providing untrue or misleading information or failing
to provide information and documentation requires revocation of an existing license. (Cal.
Code Regs., tit. 4, § 12568, subd. (c)(4) [mandatory revbcation of a state gambling license].)

‘14.  The Actmakes unquahﬁed for licensure any person Who is not of good -

_ character honesty, and integrity. (Bus & Prof; Code § 19857, subd. (a)) The Act also makes

unqualified for licensure any person who._e.p_,__-,,a.ct1v1t1cs and associations pose a.threatto.

effective regulation and control of controlled gambling, or create or enhance the dangers_ of

unsuitable, unfair, or illegal practices, methods, and activities in carrying on the business and

financial arrangements incidental to the conduct of con’-crolled‘ gambling. (Bus. & Prof. Code, §

19857, subd. (b).) The license of any person, who becomes undualiﬁ,ed for licensure, must be

revoked. (Cal. Code Regs., tit. 4, § 12568, subd. (c)(3) [mandatory revocation of a state |
gambling liccnse] ) |
FIRST CAUSE FOR DISCIPLINE

(Ungualified for Continued Licensure)

15.  Respondents’ gambling licenses are subject to diécipline, puréuant to Business
and Profess'ions’Codé sections 19823 and 19857, subdivisions (2) and (b), and California-Code
of Régulati_ohs, title 4, éecfio'ri 12568, subdivision (c)(3). Réspondents’ continued licensure is )
inimical to public health, safety, and welfare. Respondents are not persons of good character,

honesty, and integrity. Their prior activities and associations pose a threat to the effective
' 5
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regulatioh and control of controlled gambling, and create or enhance the dangérs of unsuitable, -

unfair, or illegal practices, methods, and activities in carfying on the business and financial

arrangements incidental to the conduct of controlled gambling. Respondents’ conduct in their

dealings with the Commission and the Bureau de‘mohstrate that they are unqualified for

a.

‘l_icen'sure. That conduct includes, but is not limited to, the following' acts and omissions:

Respondents failed tb make full and true disclosure of information
necéssary to carry out the state’s policies relating to licensing and control
of gambling. Respondénts did ﬁot disciose agr.eements' regarding
ﬁna_ncirig and ownership arranéements. Respondents received a $3
million loan from an entity affiliated with thgir c_oQVenturE:rs. The loan
was secured by the aséets of Resf)o'ndents’ gambling establishment. In
addition, the loan was COnVerfible at the co-venturers’ option into an
oWnership interest in Seven Mile. The loan proceedsrwere used in thé :

gambling establishment’s operations and to COnstruct'new. premises.

premises, and guaranteed commercial loans for ‘im'provem'ents. In sum,
Respondents entered into a {/enture with unlicensed persons to build a
new facility, reloc_:éte‘ the garﬁbling establishment, and become co-
owners. ‘ |

Even though.ReSpondents had license applications and otﬁer approvals
pending before the Commission, they failed to disclose the venture,'the _
financing sources,.giving- an option to acquire an ownership interest, and
their co-venfurers’ involvement. This breached Respondents’ duties -
under.the Act and made them ﬁnqualiﬁed for licensing. ‘

Additionally, Resandents.turned manAagement,» in whole or in part, of

Seven Mile over to their co-venturers, who were not licensed as owners.

.. The co-venturers, either directly or thiough Respondents, made

employment decisions, established operational policies and practices, and
. :
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directed Seven Mile’s operations. The co-venturers thus exercised

significant influence over the gambling operation. Respondents’

nondisclosures concealed this conduct from both the Bureau and the

Commission.

Respondents engaged in patterns and practices. that demonstrate a
substantial disregard for prudent and ‘usual business controls and
oversight. 'They operated Seven Mile, and its predecessor the Village
Club, in an unsuitable manner. Their patterns and practice_s included
financial dealings involving hundreds of thousands of dollars without

adequate documentation. Theyengaged in off-the-books transactions.

Seven Mile’s financial auditors issued a qualified opinion because

transactions With afﬁliates were not'reported in accordance with

' generally accepted aud1t1ng principles. Respondents d1sregard for -

' prudent and usual business controls and overs1ght oses a threat to the’

gambling. Respondents engaged in unsuitable patterns and practices in

the conduct of controlled gambling or in carrying on the business and

financial arrangements incidental to controlled gambling.

SECOND CAUSE FOR DISCIPLINE

(Failing To Reveal Materlal Information to the Bureag)

' Respondents’ gambling licenses are subJect to discipline, pursuant toiBu'sine'ss
and Professions Code sections 19823, 19857, subdivisions (a) and (b), and 19859, subdivisions
(a) and (b), and California Code of Regulations, title 4, section 12568, sulﬁdivisions (©)(3) and
4). Respondents’ continued licensure is inimical to -public-health, safety, and welfare.
Respondentsare not persons of good charaoter, honesty, and integrity. .Their‘prior activities and
associatiOns.pose a threat to the effective regulation and eon_trol'of controlled gaml)ling, and
create or enliance the dangers of unsuitable, unfair, or illegal practices, methods, and activities

in carrying on the business and ﬁnancial_arrangernents incidental to the conduct of controlled

7
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gambling. Respondents breached their duty of full and true disclosure to the Commission and

. the Bureau. Respondents failed to reveal to, and concealed from, the Bureau material

e

information regardlng financial interest holders, 1ndebtedness prospectwe ownersh1p 1nterests

and other agreements, including, but not limited to, the following:

a.

Respondents failed to make full and true disclosure of information
necessary to carry out the state’s policies relating to licensing and control
of gambling. Respondents did not disclose agreements regarding

financing and ownership arrangements. Respondents received a $3

- million l‘oannfrom an entity affiliated with their co-ventur’ers.' The loan

was secured by the assets of Respondents’ garnbhng establishment. In
add1t10n the loan was convertible at the co-venturers’ opﬁon into an

ownership interest in Seven Mile. The lo_an prooeeds were used in the

~ gambling esjtablishment’s operations and to construct new premises.

Respondents’ co-venturers also acquired a 50-percent interest in the new

Respondents entered into a venture with unlicensed persons to builda
new facility, relocate the gambling establishment; and become co- .
owners. | |

Even though Respondents had license applications and other approvals

pendmg before the Commission, they fa11ed to disclose the venture, the

ﬁnancmg sources, glvmg an option to acquire an ownersh1p 1nterest and
their co-ventur_ers mvolvement. Thisbreached Respondents dutles
under the Act and di_squaliﬁed them from licensing.
Additionally,'Respondents turned management, in whole or in part, of - .

Seven Mile over to their co-venturers, who were not licensed as owners.

. The co-venturers, either directly or through Respondents, made

employment decisions, established operational policies and practices, and -

directed Seven Mile’s operations. The co-venturers thus exercised
. 8 - v
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significant influence over the gambling operati'on. Respondents’
nondisclosures concealed this conduct from both the Bureau and the :
Commission. |
_. ' PRAYER
WHEREFORE, Complainant requests that a hearing be held on the matters herein

alleged, and that following the hearing, the Commission issue a decision:

1. Revoking Cahforma State Gambhng License Number GEGE-000466, issued to

‘Respondent Seven Mile Casmo formerly known as the Vlllage Club;

2. Revokmg California State Gamblmg License Number GEOW-003395, issued to
.Responde_nt I-'iafv’ey J. Souza; | | | .

3. Revoking California State Gambling License Nurnner GEOW—OO3396, issued to
Respondent Elizabeth J. Souza .

4. Revokmg California State Gambhng Llcense Number GEOW—OO3394 1ssued to

Respondent Harvey and Bette Souza Living Trust; -

3. Revoking Cahfomla State Gambhng Llcense Number GEOW-00339O 1ssued to -
‘_Respondent VC Cardroom, Inc.;

0. , F1n1ng Respondents jointly and severally, according to proof and to the
max1mum extent allowed by law;

7; Awarding Complamant the costs of mvest1gat1on and costs of brmgmg thls

, Accusatmn before the Comm1ss1on pursuant to Busmess and Professmns Code section 19930

subd1v131ons (d) and (f), in a sum according to proof; and

8. Taking such other and further action as the Comm1ss1on may deem. appropnate

wNOTL_

WA@(IE J7QUINT, JR., Chief
Buteau of Gambling Control
California Department of Justice

Dated: September &?‘20 15
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APPENDIX A — STATUTORY AND REGULATORY PROVISIONS

Jurisdictional Provisions

Business and Professions Code section 19811 provides, in part:

(b) Jurisdiction, including jurisdiction over operation and
concentration, and supervision over gambling establishments in this state
and over all persons or things having to do with the operat1ons of gambling
establishments is vested in the commission. '

Business and Professions Code section 19823 provides: "

(a) The responsibilities of the commission include, without limitation,
all of the following: :

(1) Assuring that hcenses 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.

(2) Assuring that there is no material involvement, directly or
indirectly, with a licensed gambling operation, or the ownership or

' management thereof, by unqualified or disqualified persons, or by
persons whose operations are conducted in a manner that is injmical to
-the public health, safety, or welfare. . ‘

(b) For the purposes of this section, “unqualified person” means a
person .who is found to be unqualified pursuant to the criteria set forth in
Section 19857, and “disqualified person” means a person who is found to
be disqualified pursuant to the criteria set forth in Section 19859.

'Business and Pfofessions Code section 19824 provides, in part:

The commission shall have all powers necessary and proper to enable

it fully and effectually to. carry out the policies and purposes of this
- chapter, including, without limitation, the power to do all of the following:

* %k %k
"~ - (b) For any cause deemed reasonable by the commission, . . . limit,
condition, or restrict any license, permit, or approval, or impose any fine
upon any person licensed or approved. The commission may condition, -
restrict, discipline, or take action against the license of an individual owner
endorsed on the license certificate of the gambling enterprise whether or
not the commission takes action against the license of the gambling
enterprise. :

% % ok
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4 (d) Take actions deemed to be reasonable to ensure that no ineligible,
unquahﬁed disqualified, or unsuitable persons are associated with
controlled gambling activities.

Business and Professions Code section 19826 provides, in part:

The department[z] . .. shall have all of the following responsibilities:

* k%

(c) To investigate suspected Violatiorls of this chapter or laws of this
state relating to gambling . . . .

% k% . .
(e) To-initiate, where appropriate, disciplinary actions as provided in
this chapter. In connection with any disciplinary action, the department
may seek restriction, limitation, suspension, or revocation of any license or

approval, or the 1mposmon of any fine upon any person licensed or
approved

California Code of Regulations, trtle 4, section 12554 provides, in part: :

(a) Upon the filing with the Commission of an accusation by the -
Bureau recommending revocation, suspension, or other discipline of a
_ holder of a license, registration, permit, finding of suitability, or approval,
the Commiission shall proceed under Chapter 5 (commencing with section
11500).0f Part 1 of Division 3 of Title 2 of the Government Code

% % %

(d) Upon a finding of a violation of the Act, any regulations adopted
pursuant thereto, any law related to gambling or gambling establishments,
violation of a previously imposed disciplinary or license condition, or 1aws
whose violation is materially related to suitability for alicense,
registration, permit, or approval, the Commission may do any one 6r more
of the following' : o _ ’

(1) Revoke the license, regrstrauon perrmt ﬁndlng of sultabrhty, '
or approval

(2) Suspend the license, registration, or permit;

EEE

™)

2 “Department” refers to the Department of Juétice. (Bus. & Prof. Code, § 19805, subd.

11

Accusation




O 0 N3 N L

ELN

6.

(5) Impose any fine or monetary penalfy consistent with
Business and Professions Code sections 19930, subdivision (c), and
19943, subdivision (b)

Cost Recovery Provisions .

Business and Professions Code section 19930 provides, in part:

(b) If, after any investigation, the department is satisfied that a license,
permit, finding of suitability, or approval should be suspended or revoked, it
shall file an accusation with the commission in accordance with Chapter 5 -
(commencing with Section 11500) of Part 1 of Division 3 of Title 2 of the
Government Code. :

Sk ok 3k

(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 the case. '

(1) The costs assessed pursuant to this subdivision shall be fixed
by the administrative law judge and may not be increased by the
commission. When the commission does not adopt a proposed decision:
and remands the case to the administrative law judge, the administrative
law judge may not increase the amount of any costs assessed in the

* proposed decmon

(2) The department may enforce the order for payment in the
superior court in the county in which the administrative hearing was
- held. The right of enforcement shall be in addition to any other rights
that the division may have as to any licensee to pay costs. :
(3) In any judicial action for the recovery of costs, proof of the
commission’s decision shall be conclusive proof of the Vahdlty of the
order of payment and the terms for payment.

% ok %

() For purposes of this section, “costs” include costs incurred for any .
of the following: : ‘ o

(1) The i-nvestigation of the case by the department.

(2) The preparation and prosecutlon of the case by the Office of
the Attorney General
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 Specific Statutory and Regulatory Provisions
Business and Professions Code, section 19801 provides, in part: .

(h) Public trust and conﬁdence can only be maintained by str1ct
comprehensive regulation of all persons, locations, practices,

- associations, and activities related to the operation of lawful gambling

establishments and the manufacture and distribution of permissible -
gambhng equipment. :

(i Al garnbhng operat1ons all persons having a 51gnrﬁcant
involvement in gambling operations, all establishments where gambling
is conducted, and all manufacturers, sellers, and distributors of gambling
equipment must be licensed and regulated to protect the public health,
safety, and general welfare of the residents of this state as an exerc1se of
the pohce powers of the state.

* % %

(k) In order to effectuate state policy as declared herein, itis
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 . . . . 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 thereln or thereunder.

Business and Professions Code section 19850 provides, in part:

Every person . who receives, directly or indirectly, any

~ compensation or reward or any percentage or share of the money or

property played, for keeping, running, or carrying on any controlled
game in this state, shall apply for and obtain from the commission, and
shall thereafter maintain, a valid state gambling license, key employee

license, or work permit . . . . In any criminal prosecution for violation of

this section, the punishment shall be as provided in Section 337j of the
Penal Code. o

Business and Professions Code section 19852 provides, in part:

[Aln owner of a gambling enterprise that is not a natural person shall
not be eligible for a state gambling license unless each of the following
persons individually applies for an obtains a state gambling license:

% % %
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6)) Every employee, agent, guardian, personal representatlve
lender, or holder of indebtedness of the owner who, in the judgment of
the commission, has the power to exercise significant influence over the
gambling operation.

Businéss and Professions CQde section 19855 provides, in part:

[E]very person who, by statute or regulation, is required to hold a state

- license shall obtain the license prior to engaging in the activity or

11.

12

13.

occupying the position with respect to which the license is required.
Business and Professions Code section 19857 provides: -

No gambling license shall be issued unless, based on all the
information and documents submitted, the commission is satlsﬁed that
the applicant is all of the followmg

(a) A person ‘of good c_haracter, honesty and integrity.

(b) 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 practlces methods, and activities in the conduct of
controlled gambling or in the carrying on of the business and ﬁnanc1a1
arrangements incidental thereto. : :

‘() A person that is in all other respects qualified to be hcensed as
prov1ded in this chapter.

Business and Professions Code section 19859 prov1des in part:

- The commission shall deny a license to any apphcant who is’
dlsquahﬁed for any of the following reasons:

(a) Failure of the applicant to clearly establish eligibility and

qualification in accordance with this chapter.

(b) Failure of the applicant to provide information,
documentation, and assurances required 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 19866 proﬁzides:

An applicant for licensing or for any approval or consent required
by this chapter, shall make full and true disclosure of all information
to the department and the commission as necessary to carry out the
policies of this state relatmg to hcensmg, registration, and control of
gambling. :

14
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14. Business and Professions Code section 19920 provides:

. Ttis the policy of the State of California to require that all
establishments wherein controlled gambling is conducted in this state
be operated in a manner suitable to protect the public health, safety,
and general welfare of the residents of the state. The responsibility for
the employment and maintenance of suitable methods of operation -
rests with the owner licensee, and willful or persistent use or toleration
of methods of operation deemed unsuitable by-the commission or by
local government shall constitute grounds for license revocation or
other d1sc1p11nary action. -

15. Business and Professions Code section 19922 provides:
‘No owner licensee shall operate a gambling enterprise in violation

of any provision of this chapter or any regula’uon adopted pursuant to
this chapter.

16. California Code of Regulations, title 4, section 12556, subdivision (c), ‘provides, in

part:

A state gambling license, finding of suitability, or approval granted
by the Commission . . . and an owner license for a gambling '
establishment if the owner licensee has committed a separate violation
from any violations committed by the gambling establishment shall be -
subject to revocation by the Comm1ss1on on any of the followmg

grounds:

O B

3 If the Commission finds the holder no longer meets
any criterion for eligibility, qualification, suitability or continued
.operation, including those set forth in Business and Professions
Code section 19857, 19858, or 19880, as applicable, or-

(4)  Ifthe Commission finds the holder currently meets
any of the criteria for mandatory denial of an application set forth
in Business and Professions Code sections 19859 or 19860.

15

Accusation




