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CHAl RVAN FAJT: Good norning, everybody. |
Geg Fajt, Chairman of the Gaming Control Board

Just as a housekeeping matter, | would Iike
everyone to turn off their cell phones, Bl ackBerri es,
PDAs. Those devices interfere with our conmunication
systemthat we have, so thank you

Today, we have Frank Jarbal a representing
Secretary of Agriculture Russell Redding.

Keith Wel ks is here as the Ex-Oficio Design
representing State Treasurer Rob MCord.

Dave Barrish is here representi ng Revenue
Secretary Steve Stetler.

Thank you all for joining us today.

A quorum of the Board is present. Today's
proceedings are called to order. | would like to ask
every one to stand and join nme in the Pl edge of
Al | egi ance.

(Pl edge of All egiance.)

CHAl RMAN FAJT: W have two itens before the
Board today in the way of Public Hearings, which wll
take place prior to our public neeting.

The first item addresses two Petitions filed
Mount Airy #1, LLC, for Approval of Corporate
Restructuring and to Vacate the Board's February 5th,

2008 and June 3rd, 2009 Orders.
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The second hearing addresses the Application
for Renewal of Downs Racing, LP's, Category 1 Slot
Machi ne Li cense.

Let's begin. My | have all parties involved
in the Mount Airy #1, LLC, Petitions please conme
forward. WII| those who will present evidence, please
stand and be sworn.

(Wtnesses sworn en nasse.)

CHAl RVAN FAJT: Thank you. If it is okay with
the Board, we'll hear fromboth representatives of Munt
Airy and then our Ofice of Enforcenment Counsel and
reserve our questions until the conclusion of their
present ati ons.

MR, DONNELLY: Good morning M. Chairman,
menbers of the Board.

John Donnel | y appearing on behal f of Munt
Airy. | will be very brief because there has been
literally a ton of paperwork in front of you, as you are
all well aware.

W are seeking today two applications that have
been nmerged. One is to seek to vacate the previous June
3rd, 2009, and to the extent necessary, the other Oders
suspendi ng Loui s DeNapl es under certain conditions and |
know t here have been several npdifications, the nost

recent one is the June Order, and secondly to approve a
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restructuring.

I think the renoval of the current suspension
under the June of 3rd and the restructuring both track
the agreenent that was reached with the Dauphin County
prosecutor. Again, there has been extensive paperwork
submtted to your staff, which you are well aware of.

As to the restructuring, the restructuring is
state planning driven. It is very simlar to what we
originally had contenpl ated when first |icensed and what
we originally brought to the Board's attention as far
back as 2007. That is, as you well know, got derailed
with the indictment.

Now that that is over, again, M. DeNaples
wants to engage in the estate planning.

In essence what will happen with your approval
is the existing LLC will be transferred -- the interest
that M. DeNapl es owns, 100 percent, will be transferred
to a hol di ng conpany.

The hol ding conmpany, in turn, will sell its
interests to a trust that has been established -- a
grant or trust established by his daughter Lisa, who is
currently the COO of the property and was |icensed as a
Key Enpl oyee. She will then own 100 percent of the
conmpany, the licensed casino. That is what we are

asking for today.
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There will be a second step that we anticipate
to come back at a later date where Lisa under agreenent
-- existing agreenent will disburse with your approva
her interest to other of M. DeNaples' children and
grandchildren into other grants or trusts.

So at the end of the day with ultimate approval
each of those children's trusts, grandchildren's trusts
wi Il own one-seventh each of the entity.

Today, we are taking those first steps, so we
are stopping at the level of the transfer to Lisa. The
reason we are postponing other things is a nunber of
reasons, but not everybody is |icensed and we have
applied -- filed license applications and the other
siblings are being investigated as we speak.

| have one nore statenent, which is that JP
Morgan has reviewed this, the | ender has approved this,
approved up to these stages of the transaction. There
has been a recasting of the financing governing this
property.

So, all we need is the approval of the Board to
go forward with these initial steps.

M. DeNaples is here today. | knowthere is a
concern by the Board as to financial stability of the
entity because, of course, this Board has been | ooking

to M. DeNaples in the past and he is here to assure the
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Board that with the very, very, very significant

i nvestment he has in this property ranging in the area
of $250 million with guarantees and so on, he is not
goi ng anywher e.

Li sa DeNaples, as | said, is Key Enployee and
has been operating the facility. Everybody is very,
very confortable with her business acunen.

She went through, under the auspices of the
trustee, Anthony Ceddia, kind of an executive training
program where he allowed her to nove fromstation to
station and | earn the business during this period of
tinme.

So with that, I'Il turn it over to any
questions, again, knowi ng you have been extensively
briefed and there has been extensive papers submitted.

CHAI RVAN FAJT: Thank you. OEC have any
guestions?

M5. DAVENPORT: Not at this tine.

MR. PITRE: | have one question

CHAl RVAN FAJT: Go ahead, Cyrus.

MR PITRE: | would like to question
M. DeNaples with regard to the capital contributions
that you have nmade in the past.

Wth this, if the Board shoul d adopt this

restructuring, would you continue to nmake capital
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contributions if it becane necessary to continue the
successful operations of Mouunt Airy Casino?

MR. DeNAPLES: Yes, sir.

MR. PITRE: And would those capital
contributions cone directly fromyou to the trust?

MR. DeNAPLES: Yes, sir.

MR PITRE: (Okay. That is the only questi ons,

concerns that we had with regard to this.

CHAl RVAN FAJT: Okay. Does Mount A ry have any

questions for Enforcenment Counsel ?

MR, DONNELLY: No, sir.

CHAl RMAN FAJT: Thank you.

Any of the nenbers, any of the Board nenbers
have questi ons?

Conmi ssi oner G nty?

COW SSI ONER G NTY:  Cyrus, this is directed to

you. M. Donnelly nentioned it earlier; but this
arrangenment, as | understand, is consistent with the
agreenment that M. DeNaples entered into an agreenent
with the District Attorney of Dauphin County?

MR PITRE: It is consistent with that
agreenent .

COW SSI ONER G NTY:  Did that agreenent

contenpl ate M. DeNaples continued financial support of

Mount Airy?
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MR PITRE: Yes, it did.

CHAI RVAN FAJT:  Conmmi ssi oner Soj ka?

COW SSI ONER SQJKA:  Yes. Just an extension of
that and that is we just heard M. DeNapl es' testinony
concerni ng continued support.

Do we have docunentation on that as well?

MR PITRE: W have nade severa
recomendati ons to the Board that we would |like to be
i mposed as conditions with this restructuring.

M . DeNaples has said on the record that he
will continue to nmake capital contributions as it
becones necessary.

W also would Iike sonething in witing to that
effect. W have given themtinme. Qur condition gives
themtinme to draft that if the Board shoul d adopt that
condition, to draft, | guess, a docunent that would show
that he would continue to make capital contributions as
necessary.

COW SSI ONER SQJIKA:  Fine. Thank you.

CHAI RMAN FAJT:  Commi ssi oner M Cabe?

COW SSI ONER McCABE: | have a question for
M . DeNapl es.

For these capital contributions that may be
required of you in the future, where would those funds

cone fronf
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MR. DeNAPLES: From ny personal assets.

MR. McCABE: Thank you

MR PITRE: And we have verified that
M. DeNapl es does have the necessary assets.

CHAI RVAN FAJT:  Conmi ssi oner Rivers?

COW SSI ONER RIVERS: My question is also for
M. DeNaples. | have two.

One, during the last 19 nonths, has the LLC
m ssed any paynment of any type?

MR. DeNAPLES: No, sir.

COW SSI ONER RI VERS: Ckay. During the
refinancing that you went through, | guess you have gone
t hrough one or two refinanci ngs?

MR. DeNAPLES: Yes, sir.

COM SSIONER RIVERS: Sir, one or two?

MR, DeNAPLES: Two.

COW SSI ONER RI VERS:  Were there any
significant questions that the investnent bankers posed
to you that woul d cause us any concern?

MR. DeNAPLES: No, sir.

COW SSI ONER RI VERS:  Thank you.

CHAl RVAN FAJT: Any other questions?

Thank you very much. This will conclude Munt
Airy's portion of our public hearing.

Cyrus, go head.
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MR. PITRE: W do have one w tness fromthe
Bureau of Investigations Unit.

CHAI RVAN FAJT: | apol ogi ze.

MR PITRE: Just to verify that he has read the
report and issued a report to the Board with any
concerns and our conditions with regard to those
concer ns.

CHAI RVAN FAJT: Do you want to bring your
W t ness?

M5. DAVENPORT: Good norning, Conm ssioners.
Nan Davenport, OEC

Today, | have a witness fromthe Financial
I nvestigations Unit fromthe Bureau of Investigations
and Enforcenent.

If you would state your nane and spell it for
the record?

MR ONEIL: Rich ONeil, O'-Ne-i-|I

MS. DAVENPORT: And your title, sir?

MR O NEIL: Forensic accountant.

M5. DAVENPORT: Has the BIE s Financial
I nvestigation Unit reviewed Mount Airy's Petition and
its supporting docunments related to the proposed
restructuring?

MR O NEIL: | have.

V5. DAVENPORT: Has FI U anal yzed the relief
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requested in the Petition.

MR.

VB.

O NEI L:  Yes.

DAVENPORT: Did FIU create a report on the

grant or trust to Lisa DeNaples and Mount Airy's

proposed restructuring, analyzing the relief requested?

MR

VB.

Boar d?

MR

VB.

O NEIL: Yes, | did.

DAVENPORT: And was it submtted to the

ONElIL: It was.

DAVENPORT: |If the Board grants the relief

requested in the Petition, did FIU recomend certain

condi tions?

MR.

VB.

t oday?

VB.

MR

O NEI L:  Yes.

DAVENPORT: Are those before the Board

O NEIL: Yes, they are.
DAVENPORT: (Ckay. Thank you.

O NEl L: Thank you.

CHAl RVAN FAJT: M. O Neil, could you stay

there for a second.

MR

O NEIL: Sure.

CHAI RVAN FAJT: Does Mount Airy counsel have

any question for the CEC or M. O Neil?

MR.

DONNELLY: No. Thank you.

CHAI RVAN FAJT:  Thank you.
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Any ot her questions fromthe Board of
Enf or cenment Counsel ?

Thank you.

This will conclude the Mount Airy portion of
our public hearing. Follow ng the |icense renewal of
Downs Racing, LP, the Board will recess into Executive
Session to further consider the matter.

And | now ask that we clear the front tables,
and if the representatives for Downs Racing could cone
forward, please.

(The hearing concluded at 10:13 a.m)
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| hereby certify that the proceedi ngs and
evi dence are contained fully and accurately in the notes
taken by me on the within proceedings and that this is a

correct transcript of the sane.

Hllary M Hazlett, Reporter
Notary Public






