




















































































































10
11
12
13
14
15
16
17
18
18
20
21
22
23
24

25

gituations with -- I know there was a parking lot and
some rent and there was alsc the repayment of the locan
and the repayment to the trust, it wasn’t so much that I
gaw him trying to influence the trustee, the son, he
just wanted his money paid back. If all that money was
paid back, wouldn’t all of hig, I don’'t want to say
meddling, but his inquiries and those things, wouldn’t
those go away?

MR. ISAACMAN: Well --

COMMISSIONER SHIMAZU: It looked like a lot of
it was tied to the financial and just getting the
payment back and, you know, going on.

MR. ISAACMAN: Issues did come about the
parking lot, there’s no question about it, and he did
get paid the rent he was required to get paid. Then he
offered to sell it for $500,000 and Ms. Quickie and the
Board said no and Mr. Deitch said, no, go ahead and sell
it and try to get the other shareholders to accept
Hardy, Senior‘s, offer, it’s all true. But the reality
of this thing is, you know, there isn’t any question,
you can‘t get a clear contrast between Junior and
Senior. Junior is somebody who apparently doesn’t work
at all other than what his father -- does what his
father tells him to do. This is a lifetime. He came in

here with no assets and no liabilities, no bank
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accounts. He’s worked for his father at the Bicycle
Club, and now he works down at the Belize Casino when
he, you know, when he’s out of custody, he's working
down there. He’s one of the two directors with his
father. His father controls him. Hardy, Senior looks
at this casino as his casino. That’s the reality of it
and the problems didn’t surface really until Jean
Quickie said, you know, it’s not your casino, it isn’'t,
you know, you don’t own the 42%, you don’t control that,
That’s when the prcblems came up.

Even if he gets paid back the money that the
trust owes him and that the casino owes him, he’s still
going to view it ag his business, and maybe he’ll be
more subtle and maybe he won’t be, but you can be sure
that whoever is a trustee is going to be doing Senior’s
bidding. And it’s fooligh to think otherwise, I mean,
we’re fooling ourselves if we try to pretend that’s not
the case,.

COMMISSIONER SHIMAZU: Well, was there any
incidents then where he was trying to urge him to take
on, I don’'t know, to do something other than just
repaying him the money that was owed to him?

MR, ISAACMAN: Yes., Yes, he demanded of Jean
Quickie that she pay out close 100% of the profits of

Wizard, of Diamecnd Jim’s.
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COMMISSIONER SHIMAZU: Okay.

MR. ISAACMAN: Okay, now, a lender doesn’t
have any right to make that kind of demand, a
shareholder has that kind right. If I owned shares and
I'm not getting as much of the profits ag I think I‘'m
entitled to, but the company is holding back money, I
have a right to make that demand. I understand his
demand. He disagrees. He doesn’t think that whoever is
running it should be holding back that money for
improvements or emergencies or whatever. He wants it
all paid cut and he said I ran the Bicycle Club and I
paid out close to 100%, you should be paying that out.
That’s what got him angry.

COMMISSIONER SHIMAZU: But that went back toco
because he wants tc have his loan paid off. I'm asking
wag there any like business, we should be running this
game, or we should ke, you know, contracting with that
vendor or we -- those other things. I agree he should
not be in there and asking all those guestions, but it
kind of seems like it'’'s all connected to pay me the
money and I'm thinking if you pay me the money then
he’ll go away and then he won’t have all those inguiries
and you could neot be so worried about it.

MR. ISAACMAN: There was a perscon hired to

manage or consult, a guy named Indy Turner. He
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complained abcut that. He came in and complained to Ms,
Quickie about that, you shouldn’t hire this guy, he’s
not the right guy, get rid of him. So this was in 2005
I think it was, maybe 2006, one of the two.

COMMISSIONER SHIMAZU: Okay.

MR. ISAACMAN: So he’s been on the scene the
whole time. He’s always telling what he thinks.

CHAIRMAN SHELTON: There’s a lot of hearsay
here.

COMMISSIONER SHIMAZU: Sure.

MR. ISAACMAN: All you have to do is look at
your own correspondence and see who's the one that’s
stepping forward.

CHAIRMAN SHELTON: Yeah, I don’t want to bust
any ballocns here, but I want things that have been
looked at, reported, they’re on paper, been
investigated. You can go field and say anything you
want to, until it’s verified, we don’t know if it’s true
or not. So for the Commissioner to try and make a
decision on hearsay is -- we’re not going to do that.
We‘re just not going to do it.

MR. ISAACMAN: Sure, and I understand -

CHAIRMAN SHELTON: 8o only address what’s in
the reports and before the Commission, please.

MR. ISAACMAN: I understand. And that‘s why
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we submitted our brief and ocur --

CHAIRMAN SHELTON: I understand that.

MR. ISAACMAN: Thank you, Mr. Chairman.

COMMISSIONER VUKSICH: May I ask a gquestion, a
quick one?

CHAIRMAN SHELTON: Go ahead.

COMMISSIONER VUKSICH: May I ask a quick
question, any of you. Had these requests for payment of
the loan, etcetera, etcetera, been made by the trustee
of the Zephyr Trust as sharehclder? Or only by a Hardy?
Mr. Goodson?

MR. GOODSON: Commissioner Vuksich, which
payments are you talking about, because there’s more
than one loan here?

COMMISSIONER VUKSICH: These issues that Mr.
Isaacman has been bringing up.

MR. GOODSON: The one reguest for payment on a
leoan that I'm aware of igs a request from Mr. Hardy,
Senior to Emily Quickie for payment on the loan that he
made to Wizard Gaming, this was the original $826,000 or
96, I don’'t remember the exact figure. That loan, which
Mr. Hardy, Senior gave to Wizard Gaming at the moment
when Wizard was unable to gecure funding from a
commercial source, that’s the only communication I'm

aware of for repayment on a loan.
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COMMISSIONER VUKSICH: Okay.

MR. GOODSON: The issue of repayment of the
loan to the trust is one that I have personally had
conversations about with your staff as well as the
County of Kern.

COMMISSIONER VUKSICH: Okay.

MR. GOODSON: This is not a new idea, this is
something that we --

COMMISSICONER VUKSICH: Have any payments been
made on that loan at all?

MR. GOODSON: Payments been made on 1it?

COMMISSIONER VUKSICH: Um-hmm.

MR. GOODSON: I believe there has been one
payment on it. I believe that the loan amount was
originally for $325,000 and then it ballooned up because
of interest and a payment was made. I don't know what
the outstanding balance is as of this date.

COMMISSICNER VUKSICH: Has Mr. Hardy, Junior
been receiving regular income from the Zephyr Trust?

MR. GOODSON: From the Zephyr Trust, no.

COMMISSIONER VUKSICH: What are the assets in
the trust?

MR. GOODSON: That’s a question that we don’t
have an answer to. We have been blocked from learning

that information. We den’t know whether the --
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COMMISSIONER VUKSICH: But that's the
trustee’s isgsue, not Wizard's --

MR. GOODSCN: That is the trustee’s issue,
you’re right. That’s the trust issue and the trustee’'s
igsue.

COMMISSIONER VUKSICH: So that’s Mr. Deitch?

MR. GOODSON: That’'s Mr. Deitch. But the
beneficiary also has an interest in that —-

COMMISSIONER VUKSICH: But that’s a
conversgsation with he and the trustee.

MR. GOODSON: And that’'s a different
conversation, right, but the issue as to whether or not
distributions have been made into the trust,
representations have been made, the money is being held
in a separate account to the benefit of the trust but we
have no proof of that.

COMMISSIONER VUKSICH: But that‘s the function
of the trustee to pursue that?

MER. GOODSON: Precisgely.

CCMMISSIONER VUKSICH: Okay.

MR. GOODSON: Precisely. Exactly, yeah. And
just to speak briefly to your guestion, Commissiocner
Shimazu, I think the answer to your question is
absolutely yes, that Mr. Hardy is out of the picture

once the loans are taken care of because it is about

Northern California Court Reporters
(916) 485-4949 46




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

this money and whether money somehow maneuvers some sort
of control mechanism to the person that the money is
owed to. And clearly that’s the cloud, and I get that
and we get that. And, you know, that’s the thing that
kind of stick in the craw of a lot of people and we
understand that. And it’s a conversation that I’ve had
not only at the state level but at the county level.

The county counsel has asked the same question and we’ve
come up with the same resolution that if in all other
respects the trust is suitable, the trustee ig suitable,
the trust beneficiary is suitable, and the only issue
has to do with, is because of the money, get rid of it.
Pay off the loans. Get rid of it. You’re not going to
sever the father/son relationship. Mr. Hardy, Senior is
the father of Mr. Hardy, Junior. Mr. Hardy, Senior has
gambling running through his blood. 1It’'s all he's
known. He does it in Las Vegas and he does it in
Belize. He has no business in California.

Mr. Hardy, Junior works for his father. We
have provided staff with most recent tax filings of
behalf of Mr. Hardy, Junior that demonstrates he claims
the benefit of that work in Belize, the foocd, the
housing and the stipend. He claims it as taxable
income. He’s an open book. There is no reason here, as

your own staff pointed out, the basis for the conditions
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no longer exist.

COMMISSIONER VUKSICH: Excuse me, does he also
claim the 510 day exemption?

MR. GOODSON: I'm sorry?

COMMISSIONER VUKSICH: There’s a —-

MR. GOODSON: The housing exemption?

COMMISSIONER VUKSICH: No, there’s a 510, if I
live outside of the country for 510 centinuous days, I
don’t pay taxes to a certain amount and then everything
over that I do.

MR. GOODSON: You know, I don’t know the
answer to that question, I'm not a tax attorney or an
accountant. I did see the --

COMMISSIONER VUKSICH: And then my other
question would be what is his legal status in Belize?

MR, GOCDSON: His --

CCMMISSIONER VUKSICH: And does he pay Belize
taxes?

MR. GOCDSON: And I don't know the answer to
that, but I can certainly find out. If those are
documents that you need and guestions --

COMMISSIONER VUKSICH: Well, that would go to
income.

MR. GOODSON: Clearly. But we did provide

staff with the federal and state filing, well, no, not
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state because he’s a Nevada resident, so the federal
filings that showed for an income earned and it was
filed as for an income earned and it was less than
$100,000 per year. But to answer your guestion about
the exemption, I don’t know the answer to that. But his
accountant is a telephone call away and we can certainly
find that out for you.

COMMISSIONER VUKSICH: If the purpose of the
trust is to provide Mr. Hardy, Junior with income, and
that is the total purpose of this trust, what are the
objections to the continuation of the conditions?
Because the relationship, shareholder wise, is between
the trust and Wizard.

MR. GOODSON: And the problem is that after
Mr. Deitch found some troubling information out about
the way Wizard's money was being spent, he alerted Mr.
Hardy, Junior that perhaps the duty to the trust had
been breached. In order to ensure that Mr. Hardy,
Junior as the beneficiary doesn’t run that risk again,
we believe that the conditions need to be removed so
that he can -- not that he wants to come to California,
and net that he wants to have any invelvement in hiring
or firing, but see what’s going on.

And here's the issue, Commissioner, a $300,000

loan was made, a non-gaming related loan, non-secured,
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out of Wizard funds, 42% of that is trust money.
Shouldn’t the trustee and the trust beneficiary at least
be able to review that to see whether or not that’s in
the interest of the trust?

COMMISSIONER VUKSICH: It’s the trustee’s duty
not the beneficiary.

MR. GOODSON: The problem is that it was the
trustee that made the loan. And the trustee used --

COMMISSIONER VUKSICH: But they changed the
trustee, now you have a new trustee.

MR. GOODSON: The trustee used, and you know
what, and this underscores the point that there is no
relationship between Deitch and Hardy. There is no
(inaudible) kind of conspiracy toc take over this club.
Mr. Hardy, Junior is putting his trust in Mr. Deitch the
game ag they did with Mr. Quickie and then Mrs. Quickie.
He has no way of knowing, notwithstanding the fact that
Mr. Deitch has the same legal obligation. As we all
know, legal obligations can be breached. And just to be
able to see decuments, to at least, not to come in and
contrel, not to come in and hire, not to fire, not to do
any of that sort of thing, but at least know what‘s
happening with the money that'’'s supposed to be coming
into the trust. You know, what’s happening with it? He

has no way of having those guestions answered if he’s
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blocked off from the knowledge. If the information
stops and can never get to him, then once again he’s put
in a position of blind faith. He has already seen what
that can do. A person who is a family friend, a long
time business associate of his father, breached her duty
to him. He has no guarantee it won‘t happen again.

Now, I am not suggesting that Mr. Deitch is
going to breach his duty, but here on behalf of the
trust beneficiary, I‘m saying that to put these kinds of
conditions on hig license puts him in a box where he
can‘t see what’s going on.

Now, once again, like your own staff said,
there’s no basis for the conditions.

MR. ISAACMAN: Let me just say that we deny
that Ms. Quickie breached any duties, but beyond that,
Mr. Goodson said it all when he said you’re not going to
separate the father and son. As long as they’re
together, Mr. Hardy, Senior is going to control things.

Mr. Joshi just had a couple of comments he
would like to make, Commission.

MR. JOSHI: I was going to say good morning,
but I don‘t know if it’s afternoon or not right now.

COMMISSIONER VUKSICH: We're still in the
morning.

MR. JOSHI: We're still in the morning. Good
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morning Chairman Shelton, Commissioners, I wanted to --

CHAIRMAN SHELTON: State your name and spell
the last name for me.

MR. JOSHI: Chander Joshi, J-0-8-H-I.

CHAIRMAN SHELTON: And a --7

MR. JOSHI: Designated agent for Wizard
Gaming.

CHATIRMAN SHELTON: Thank you.

MR. JOSHI: Sorry. I'm not as elogquent as
Mr. Isaacman or Mr. Goodson, so please forgive me. I'm
not a public speaker. The questions about Mr. Hardy,
Senior being involved, it’s very naive to say if there’s
a financial relationship and that’s taken care of.
Therefore there will be no involvement.

I've been involved with Diamond Jim’s Casino,
Wizard Gaming, since June 2000, before anybody else was
involved in this place. Commissioners, -- I guess,
Mr. Goodson was from the Division standpoint. For six
years we were put through hell., It was not invelwving
anybody else except for Mr. Hardy, Senior. In September
of ‘06, you know, we came and spoke, Ms. Quickie spoke,
she made the comment about, you know, lack of business
knowledge by Mr. Hardy, Junior. This was a lady who was
gpeaking on behalf of the beneficiary, speaking from her

heart, but that was similar verbiage that he gave her in
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an email that I‘m glad, Mrs. Quickie, you’'re taking over
for your husband because I don't have business
knowledge, something to that affect, I'm paraphrasing
here. We would be more than happy to provide that as
evidence.

I have a copy of the audio tape between Mr.
John Irvy, the sheriff’s department of Kern County and
George Hardy, Senior as well as the staff, I mean,
attorney, Mr. McGonicle (phonetic), it’s about a 50
minute hearing. If you listen to the audic, all he’s
talking about is I’m not involved, however, this is my
opinion. I’m not involved, however, they shouldn’t have
done the renovations. I'm not involved, however, why
did they make that $300,000 note. I'm not involved,
however, how can they pay a consultant $13,500 a month
and yet he's never on premises. Is that just worrying
about the loan? There’s more to it, in his own words.
This isn’t something we’re creating as a document. It’s
one thing to get a transcript of thisg, it’s another
thing if you really listen to this.

I don’t know if John Irvy or Mr. Goodson have
provided a copy, I don’t know if you’re interested in
listening to it, but it is interesting reading. There's
a lot of negative said on here, mainly about me, mainly

about Mrs. Quickie, the improprieties as they’'re
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reported and in the report. In looking at two documents
in an attorney, whether it be our attorneys or their
attorneys presenting something doesn’t necessarily make
it so without a lot of the back up.

If there was an investigation done regarding
Mr. Hardy, Junior’s conditions being removed, nobody
contacted me for a guy who has been involved for six
years, or I’'m sorry, nine years now. If there was going
to be a reason why the conditiong should be removed, I
would think somebody from the Bureau or the Commission
would have contacted me and said, you were there in
September of ‘06, you were there in December of ‘06.

Mr. Goodson, I don’t know if -- I’m pretty
sure you didn‘t do it on purpose, that the other side
never got an opportunity to contest the conditions,
completely inaccurate.

I have emails from Debbie Youngblood after
Commissioner Cruz asked for gome clarification, we had a
conference call, I spoke with both Hardy, Junior and
Senior, this is October, November of ’'06, before the
conditions were going to be placed. On this tape as Mr.
Isaacman stated, he says that I poisoned the well.
That’s an insult saying that I can go to Debbie
Youngblood, Terri Cio, those are the two individuals I

had the conversation with, and through them, the
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Commissioners can be influenced to put conditions on an
individual’s license. This is Hardy, Senior saying
that. It’s not even Junior.

So the reason I wanted to come up here, and
again, I'm a very bad public speaker, I hope I’'m making
myself clear. I sometimes start rambling, but to hear
his own words, for six, or technically nine years now,
I've used myself, I’'m sorry, I wanted to say ocne of the
guestions was, well, if the financial conditions are
removed, there’s no invelvement. Asked me for my phone
records from June or technically December ‘99 on, asked
Mr. Hardy, Senior, ask Mr. Hardy, Junior for their phone
records and see where the phone conversations always
ended up. It was always between me and Senior.

Somebody can sit here and say well, Chander,
you helped mislead the Commigsion. No, I use myself as
a buffer whenever he wanted toc have influence over the
operations. I clearly identified to him that that’s not
his role. Nobody knows better than I do the six years
of hell we had to go through.

Mr. Deitch, In Jean Quickie’s home in I
believe May of 2005, after Bob Quickie passed away,
wanted the Zephyr Trust pulled out, there’s no record of
this, this was a conversation, and I know Chairman

Shelton said we can only base it on fact not hearsay,
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the reality is there’s a lot of conversations that I'm
privy to that Mr. Hardy, Senior is, Deitch is.

If we're going to do an investigation, maybe
some of those conversations should be addressed. I’'d be
more than happy toe. I realize, you know, as I said I
use myself as a buffer. The 60% being distributed and
not 100% or 80%, he had that conversation with me as
well in May of ‘07, I believe. I don't know 1f it was
before he spoke to Mrs. Quickie or after.

The rencovations that we're talking about, what
is it of his concern? He'’'s a lender. If he’s truly a
lender, whether Wizard Gaming wastes a million dollars
or it wastes ten dollars, it’s not his place to say.
He’'s saying it because he a father. You know, as Allen
said and Mr. Goodson said, you can’t separate the father
from the son. I said that to Mr. Cruz, different words,
but I said the same thing.

CHAIRMAN SHELTON: You know, I’m having a very
difficult time with this conversation and I'11 tell you
why. If I loaned you money and you were supposed to go
buy groceries and you went out and bought a new car, as
a lender, you don’‘t think I wouldn’t have some concerns
and ask some questions?

MR. JOSHI: Absolutely.

CHAIRMAN SHELTON: I would ask questions and I
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think any lender would, and I don’‘t think that’s what
this hearing is about. Our hearing is about Junior and
whether he should be licenced or have conditions removed
or not. 8So I'd like to move away from that and that
closure if you don’t mind.

MR. JOSHI: Fair enough.

CHAIRMAN SHELTON: I even have my hearing aid
squealing.

MR. JOSHI: I apologize, it’s probably me.

Any way, I wanted toc make sure that I'm available, a lot
of mud is going to be thrown at me, it has been, but
that’s fine.

CHAIRMAN SHELTON: I believe the Bureau is
here and if they have questions and feel that they need
to do follow up, they’'d do that. I know the Commission
employees would do the same thing. There is a lot of
information laid out here that’s been before us before
and some 1is new, gcome 1s notbt. But I think now it’s time
for Commissioners to move on and make some decisions
here.

MR. JOSHI: Thank you for your time, sir.

CHAIRMAN SHELTON: Is there any other public
input? You’re not leaving yet.

MR. ISAACMAN: No, I‘m just going to sit back

here unlesgs vyou want me to sit --
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CHATRMAN SHELTON: No, I want vyvou to stay
there in case we have other guestions.

MR. ISAACMAN: I‘m happy to do it.

CHAIRMAN SHELTON: Commissioners? My question
is to staff. No matter what happens here today, my
expectation ig that we’ll look into to gee if there’s
any ownership out of state of the gambling establishment
and whether or not I can consider the fact that somebody
has been arrested for a felony for licensing and goes to
character is debatable in my book. However, I would
expect a little background check on this arrest and the
outcome of that and if there’s a conviction.

Knowing you folks, I know that if there’s
something like that happens no matter what, you‘d bring
it back before the Commigsion for the appropriate action
to be taken. Having said that, I can’t remove father
from son, no matter what. And this case 1s so obvious
of the influence of the father over the son. I don’t
know what the son has done to show any leadership
ability except kind of sit back and eyes and Belize and
what’s happened in Belize or they’'re doing something in
Las Vegas.

If T go with this, the only thing I can go
with is to remove the existing conditions and accept the

conditions recommended by staff. So having said that,
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starting the conversation, I’'ll go to my fellow
Commissioners.

COMMISSIONER VUKSICH: Actually, I was going
to ask about the incident in Mexico. I read about that
on the Internet. I habitually go to the Internet and
type people‘s names in and just see what’s floating out
there and this readily popped up and T saw a news clip
and all sorts of other things. And, you know, I believe
that if part of our world has to do with discretion,
that if we read something, a publically available
document, I don't see why we can’t pull that as a
consideration and keep it out there until a resoclution
is brought forward.

So, Mr. Gocdson, would you like to speak to
that? It’s like reading news articles.

MR. GOQODSON: Thank you, Commissgioner. And
I'm not an expert of Mexican judicial system, but it was
my understand, as represented by Mr. Isaacman that the
Mexican courts do take a long time, and that the do give
people an opportunity to object or be heard or have
comments or that sort of thing.

My understanding is that the most recent
action that was taken by the Mexican court was to
announce that April 20 would be the day that Mr. Hardy,

Junior would be releasged from custody with no charges
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brought forward and the court is bound by a statutory
time line to allow people to comment on that. And
that’'s my most recent knowledge.

CHAIRMAN SHELTON: Is that saying he was
convicted of something?

MR. GOODSCN: Not convicted at all, no.
Released without charges.

. CHAIRMAN SHELTON: And how long has he been in
Jasle

MR, GOODSON: He's been in jail since —-

MR. ISAACMAN: July.

MR. GCODSON: Ig it July?

MR. ISAACMAN: Of last year.

MR. GOODSON: Yeah. But it’s my understanding
that the court has announced that, you know, unless
absent new information, that it intends to release him
without bringing any charges, so there would be no
conviction.

COMMISSIONER VUKSICH: Deoes that include the
other gentleman that was with him?

MR. GOODSON: I can’'t comment on the other
gentleman, I don‘t know the answer to that. I don’t
represent them.

COMMISSIONER VUKSICH: All right. I know, it

just seemed from the news story --
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MR. GOODSON: Yeah, sure. Understood, and
I've read the same gtories, yeah.

CHAIRMAN SHELTON: Don’'t leave yet. I'm
interested in Commissioner Shimazu’s apprecach, if we
ordered this to be paid off, do you feel that would
gever relationships from Senior?

COMMISSIONER SHIMAZU: Well, I was going to
comment on Mr. Joshi’s statement that, you know, I'm not
naive, I do understand that there are kind of two issues
but I look at them kind of separately to the financial
aspect of it. And there was so evidence or just paper
that we got about all these inquiries from Hardy,
Senior, and I thought, well, I understand why he’s
asking about that, but I alsc understand that yes, you
can’t separate the father and the son and that‘s fine,
it's not going to be the same with every father son
relationship. We’re going toc look at how much control
and how much influence the father actually has over this
son. So yes, he has been, I know he’s been in the
military, I know he has worked, but then you have to go
back to that well, where has he worked? He’'s worked for
his father, he still works for his father, so those are
the kind of things that I look to see how much, you
know, is he really going to influence his son or --7?

MR. GOODSON: And Commissicner, I understand
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that. And, you know, I would like to clarify that. My
statement was you’re not going to separate the father
from the son from a familial sense.

COMMISSIONER SHIMAZU: Sure.

MR. GOODSON: But when you'‘re talking about
the actions in the business, clearly, removing
conditions from this license or granting full license
gtatus to Mr. Hardy, Junior, does not cbviate your power
under the Gambling Control Act to monitor the heck out
of this club. You’ve got the Bureau of Gambling Control
gitting right here chomping at the bits to geo out there
and monitor for compliance. If there’s no statutory
basis, if there’s no factual basis for conditions, you
still have the tool of compliance.

The granting of the license doesn’t take away
your power under the act, to make sure that one, Hardy,
Senior isn’t involved, and two, Hardy, Junior doesn‘t do
gsomething contrary to any law, not just the Gambling
Control Act, and three, Deitch doesn’t just do something
to any law, not just the Gambling Control Act.

Remember, these are businesg people. As I
explained before, Mr. Deitch has over 35 years of
business experience. He is a very wealthy man in his
own right. He had held privileged licenses before. To

act on behalf of George Hardy, Senior puts his own
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interest in this club at risk. It is a bad business
decision. It is contrary to 35 years of business
history.

COMMISSIONER SHIMAZU: Yeah, and I am not
locking at Mr. Deitch as the trustee or even not
licensing the trust, it’s the issue of the conditions
and I think that you said that he really doesn’t any
contrel over, he just -- and he’s not going to be back
in the country, he’s not going to be taking a role, so
what harm is it to have the conditions remain, or the
new conditions because I know they’re tailored and
written a little better.

MR. GOODSON: And as I said before,
Commissioner Shimazu, the harm is he’s been stung once,
he’s had somebody sit in the capacity of a fiduciary and
he believes that duty was breached.

CHAIRMAN SHELTON: You know, Mr. Goodson, I
still have a problem with that because I have a family
trust. If my children don’t like the way I spend my
money, tough. They don’‘t get anything if I did if I
spend it all. And so I'm sitting here saying, why in
the world are we even licensing this guy? You know,
we're going back and reaching down into a trust and
bringing a dependant up and we‘re licensing him. I know

we’ve done it in the past and we’ve called for it,
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but ~—=

MR. GOODSON: But Chairman Shelton --

CHAIRMAN SHELTON: -- it brings up a lot of
questions in my mind.

MR. GOODSON: -- the duty of the trustee to
the trust is one of a fiduciary, and using it as your
own personal checkbook, in the context of this
particular event, may constitute a breach of that duty.

Now, it may be that you set up the trust, a

family trust, and put yourself in as the trustee with a

notion that you can use that trust money as you please
and that your heirs are the contingent beneficiaries
upon your passing and the passing of your wife, we have
a business arrangement here. This is the trust that wa
set up as an estate planning mechanism, but it'’s asset
ig an interest in a business. And to allow the trustee
to squander the revenueg that would go into that trust
for his or her own personal benefit, is a breach of the
duty to that trust, and then to the trust beneficiary.
And that’s where the difference is.

CHATIRMAN SHELTON: Well, you’re giving me an
education, but I‘ve got to tell you, at my house, I
don’‘t have sole say on how the money is spent.

MR. GOODSON: And you're not alone there.

COMMISSIONER VUKSICH: He's on a control
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gystem. But again, I go back to that. Mr. Hardy,
Junior has a course for remedy and that is to replace
the trustee which he has done, and he has a new -- it
doesn't go —-- there’s a firewall set up there, and he
gtill maintains his ability receive that benefit from
the trust as beneficiary --

MR. COODSON: You know, Commisgioner
Vuksich --

COMMISSIONER VUKSICH: -- having been a
beneficiary of that trust.

MR. GOODSON: And I understand what you’re
saying. The problem that we have here is that in the
arrangement of the removed trustee and the duty to the
trust, the beneficiary didn’t get that which he is
supposed to get. The distributions didn’t flow down to
him. And so he has a remedy at law, or he has an
equitable remedy, but the harm is already done i1f you
don’t get any money.

This past year, distributions weren’t made and
yet the trust declared an income leaving the beneficiary
in a position of having to pay over $400,000 in income
tax with no money to pay it. That’s the problem. The
problem he has a remedy and now we'’'re being attacked
because they exercised that remedy. We’re being accused

of somehow of falling victims to something orchesgstrated
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by Hardy, Senior because he exercised that remedy. But
the remedy doesn’t give him the money that he needs to
pay his tax obligation. And so you're right, we have
this legal fix but the practical effect is devastating.

MR. JOSHI: Commissioners, can I say
something?

MR. TISAACMAN: I just have one quick response
here.

MR. JOSHI: Sorry.

MR, ISAACMAN: And that is that the -- Mr.
Goodson seems to suggest that let the conditions be
lifting, let the license go to Junior as the beneficiary
and as long as the casino is operating in accordance
with the law you can monitor that and there’s no
problem. So the answer seems to be let Hardy, Senior
remain as a shadow owner, in effect, not be licensed, as
long as he’'s (inaudible) owner, he’s not out front, he
doesn’t announce from the rocftops that he’s pulling the
gstrings, he just has his son tell the trustee what to do
and everything is okay as long as the casino doesn’t
operate in violation of the law.

But the big problem we’re having and everybody
is struggling with this thing because it’s a very
difficult situation, is because the fundamentals of it

are misplaced. The fundamentals of it have problems in
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it, there are defects in the structure, the basic
structure, and that is that we have a close father and
son, a son who is dependant only on the father, and this
father is not licensable, you just can’t allow the son
to be there in a position where he is a beneficiary fo
42% 1in a card club trust. You can't do it. I mean,
even if you just change as a trustee, every time the
trustee, if the trustee doesn’t do his bidding, he
changes him so he’s controlling it.

And Mr. Goodson sgays, well, lock, he deoesn’t
get the money in time to pay his taxes, but who said to
put a trust into a regulated businese like this? He
doesn’'t have to do that. He can go do it somewhere
else.

The problem is that fundamentally, not matter
what you do, as long as you license this trust, there’s
going to be a problem because Senior will be pulling the
gtringse and controlling the shots and there’s no way
you’'re going to monitor that. You’re never going to
find out. Thank you.

CHAIRMAN SHELTON: Commissioners?

MS. MACHUCHI: Commissioners, Evelyn Machuchi,
Chief Counsel. I just wanted to make a couple of
points. We did ask on these two loans what was owed.

We did get some information. Yesterday the Bureau
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helped us get information from Emily Quickie.
Apparently, on the $325,000 loan to the trust, $5374,447
has been paid on that. The loan was $325,000 plus 10%
interest. The loan was originally from 2000 and was
supposed to be paid off in 2003 but was not paid off in
that time frame so there‘s a lot of interest that was
added on. And the total we have as being owed is
$504,547. 8o $374,000 has been paid, $504,000 is owed
and that is information that was received from Emily
Quickie.

MR. ISAACMAN: I think there’‘s a little bit of
a mistake. I think the total balance got to $504,000,
374,000 was paid, the balance is somewhere under
$200, 000.

MS. MACHUCHI: Right, that’s what I'm saying.

MR. ISAACMAN: Oh, I misunderstood.

MS. MACHUCHI: Three hundred and seventy-four
thousand has been paid on the leoan, five hundred and
four thousand was owed, with interest owed. So whatever
the difference is between $374,000 and $504,000 is
what’'s owed on the $325,000 original loan.

Cn the other loan was $860,000 plus interest
and according to Mr. Blackman, Mr. Isaacman’s partner,
$164,115 is owed and that it’s supposed to be paid off

by October of 2009. S8So $164,000 is still owed on the
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$860,000 to Wizard Gaming.

And as the other guestion that Commissioner
Vuksich asked about the arrest, as you know, we’ve had
this discussion before and has come up before and we are
very concerned about the Commissioners taking into
consideration an arrest because you have no idea whether
or not, you know, it’s a totally false arrest or in
particularly, I’'m sorry to say this, but perhaps in
Mexico it’s not quite the same standards that we have
here in the United States. So I would like you to be
careful about that.

We can consider character and conduct but the
problem with that is you have to have that proved here.
We would have to have people come testify here that in
fact this has occurred. Because all you’re looking at
is the newspaper and we have no idea whether or not the
newspaper is reporting this correctly, you know, what
exactly happened here. 8o it’s just a very fine line
that T caution you to be very careful.

COMMISSIONER VUKSICH: And that’s my question.
It’s not the arrest, per se, it’s the knowledge of a
story that could lead to a question about character.

MS. MACHUCHI: Right. But I think we would
have to have, you know, actual testimony here to show

exactly what happened so that you could actually see, in
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fact, was this conduct occurred or not. Because I did
go on the Internet too and it said that Mr. Hardy
crossed over the border, he had a gun in his possession
walked into the border patrol or whatever it is in
Mexico and handed over his gun.

So that’s a totally different story than
running across the border with a gun and shooting at
gomeone. So, I mean, we really have to be very careful
about what exactly happened here. 8o I just wanted to
caution Commissioners on that.

MR. GOODSON: Can I ask, since the applicant
has the burden of proof, can’t he be asked to come in
and answer the questions about what happened?

MS. MACHUCHI: Well, obviously that’s a little
difficult if he‘s in jail in Mexico.

MR. GOODSON: Well, if he’s asking for a
license and has to the burden of proof and he has good
character and you have thig indication of this bad
conduct, can’t he come in and say, look satisfy us
because it is your burden to prove that you have a
character?

MS. MACHUCHI: Well, again, we can’t order him
here from Mexico and tell the Mexican court to release
him. You know, I don’t think we have subpoena power

into Mexico.
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MR. GOODSON: But he’s asking for the license.
You can say we’'re not giving you the license until you
satisfy us, and in fact, you’'re not supposed to give a
license until he satisfies you in your discretion that
he has acted appropriately and he does have good general
character and he‘s been gualified to engage in a
controlled gambling operation. That's that statute.

MS. MACHUCHI: I understand that. And also
the gection that you cited, Mr. Isaacman, doesn’t apply
to licensee’s that applies to gambling businesses. So
the section that you cited in the Regulations is not
applicable to this person on the firearms conviction,
that’s a regulation that applies to third party prop
(phonetic) players and gambling businesses.

MR. ISAACMAN: Chairman Shelton, can I make
one little comment?

CHAIRMAN SHELTON: No, I‘ve heard encugh. I
have heard encugh. I appreciate it.

MR. ISAACMAN: Well, it hag to do with the
trustee issue that Mr. Goodson -- 30 seconds.

CHATRMAN SHELTON: We've heard encugh, thank
you.

MR. ISAACMAN: Okay.

CHAIRMAN SHELTON: If this Commission can’t

make a decision on the information before it then we
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shouldn’t be sitting here.

And Legal, I want you to understand in the
five years plus I’ve sat here, we’'ve never made a |
decision based on anything but the legal information
before this Commissioner. Although we -- and have not
considered information we’re not supposed to consider,
so I want that on record. I don’'t want anybody in this
room to think we have. 1In fact, we have not.

MS. MACHUCHI: Mr. Chair, I would want to
clarify I wasn’t implying --

CHAIRMAN SHELTON: I understand that, but it’s
on record and I have to make sure I verify the record
and what’s being said, in my opinion. And that’s some ‘
leeway I take. I'm prepared to make a motion and if
anybody wants to amend that motion, I‘m open to ‘
amendment, but we can’t beat this thing all day. I'm
making a motion to remove the recommendations or the
conditions that were originally on and to insert the
conditions recommended by legal. Now, if anybody wants
to talk financially and add payoffs to it, I‘11l
certainly consider that.

COMMISSIONER SHIMAZU: Okay, well, I’ll second
it so we can talk about it. Yeah, originally, I was
thinking too, yeah, let's pay off these loans because,

let me back up to that. It wasn’'t the financial issues,
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okay, I understand the whole why -- I understand why
George Hardy, Senior is asking about it. He just wants
his money. That’s one thing you can eliminate all that
if he gets him money. But that does not go toc any
conversations he has with his son, we can’t monitor
that, the Bureau can’t monitor that.

Normally, I would say I'm going to lock at the
relationship, I'm going teo look at the individuals. And
here, the -- Mr. Hardy, Junior seems to have a certain
dependance on his father. He lives with him, he works
for him and those were kind of issues, it doesn’t sgeem
like he was out there doing his own thing, and that’s
why I think he could be more easily influenced than
just, you know, I mean, looking at different father and
gon relationships.

I would not vote to not license the trust. I
think it’s been in place for a while and that that
should continue on and Hardy, Junior should continue to
get his meney. I'm fine with that. But it does bring
up all the issues brought up about what if Hardy, Senior
is really controlling his son. And again, I don‘t -- I
can’t tap intco their phones and hear what they’re
talking about. It’'s just looking at the facts and how
he doeg =seem to rely on his father, so that’s what

that’s baged on. I think it would eliminate, it would
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be in everyone’s best interest to pay off the loans so
that you don’t have that additional, you know, where
he’s calling all the time and bugging you about paying
it off because then it confuses the situation even more
and, yes, you, Wizard needs to, you know, have a wall
between you too. Having all those conversations with
them doesn't serve anyone any good, so getting him out
of the picture, I'm not going to ask for an additiocnal
condition, I would just recommend very strongly that
that happen, those loans get paid off sc we don’t have
to keep hearing all this stuff again. That's me.

COMMISSIONER VUKSICH: I go back to the first
time I became familiar with this club which was in 2006,
and the granting of the license to Zephyr and putting
the conditions on that license, to me, accomplished what
I thought was a way for Mr. Hardy to provide for his son
and keep the integrity of the business relationships
here, and I think getting rid of these loans helps to
clarify those relationships and keep the fire walls
clear. And I would like t¢ -- there is nothing about
Mr. Hardy, Junior, informationally, that is different
from 2006, when his name first crossed my paper. So
there are no changes there and I would like to give a
little space for these relationships and the

shareholders to ghake out a little bit before we
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consider taking these conditions off. And that would be
my only comment here,

COMMISSIONER SHIMAZU: You want the original
conditions or the --

COMMISSIONER VUKSICH: No, no, --

COMMISSIONER SHIMAZU: Okay.

COMMISSIONER VUKSICH: Yesg, I'm sorry. The
new staff conditions.

COMMISSIONER SHIMAZU: OGkay. I do want to
say, Mr. Goodson, you did address, I mean, I wasn’t
here in 2006, so I looked at the transcript and those
seem tec be the two issues that came up, the tax thing,
the mental capacity, the capability, whatever, and I
think you addressed those.

My whole thing was, separate from those two
issues, and that was just he influence of Hardy, Senior.
Everyone talks about the black cloud and it was hard —-
it’s hard to ignore given his history and the
relationship with his son.

CHAIRMAN SHELTON: Call for the vote.

CLERK: Excuse me, Chairman, could we go over
the motion again?

CHAIRMAN SHELTCON: The motion is to strike the
existing conditions and add the conditions recommended

by legal.
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CLERK: Okay. Commissioner Shimazu?

COMMISSIONER SHIMAZU: Aye.

CLERK: Commissioner Vuksich?

COMMISSIONER VUKSICH: Aye.

CLERK: Chairman Shelton?

CHAIRMAN SHELTON: Aye.

CLERK: Motion carries.

CHAIRMAN SHELTON: Thank you, gentlemen,

appreciate it.

MR.

You both did an outstanding job.

ISAACMAN: Thank you.

MR. GOCDSON: Thank vyou.

END ITEM 4B
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