San_José Police Department
DIVISTON OF GAMING CONTROI.

July 11, 2016

Yia Email & U.S, Mail

Messts, Masis Kevatkian, Ryatr Stone and Kermit Schayltz
Clo Masis Keverkian

727 Herschel Avenue

LaJolla, Ca 52037

RE: NOTICE OF MEETING REGARDING INTENTION T@ DENY APPLICATION FOR
STOCKOWNER LECENSE.

Messts, Masis Kevorkian, Riyan Stone ajd I(em_]it Schayltz:

Please be advised that your respestive applications {*applications™ to purchase a sombined foity-five
(45) percent of Gardenr City, Ing. (“GCI*); dba Casine MStrix (“M8teix”y as stockowners has been
tertuinated. The Administrator has obtained sufficivnt grouids to déeny youi application pursuant to
the Cilifornia Gambling: Contol Act, Business and Profésstons Cade 19881 e Calrfm‘ma Gambling
‘Control Act, Business and Professions Code: 19853; San Jesé Municipal Cade Title 16, §16,32.030 “It

shall be the affirmative respansibility of-each applicant to establish by clear snd conviicing evidence.

his o her individual qualifications fof a Heense under this chapter™; §16.32.040 “Each applicant
seeking a leense yiider this tile and each licensee shall fully copperate with thie-adininistrator and shall.
provide all information requived by the administrator™; §16.32.060 (A) the administiator is safisfied

that the appiicant is “A: person of good character, honesty, and Integrity™; $16.32.070 (A) “Faltare of
the applicant fo-establish eligibﬂlty and quahﬁcataon& by ¢lear and convincing evidence™; (B) “Fathure:

to providé information, docunentatitn, and assurances required for qualification o fmime 10 féveal

any material fact relating to q’ualiﬁcatmn ot to otherwise fail of refuse to fully cogperate with the:

administrator’s licensing investigation™; and (C) *The supplying of infermation which is untrue: or
misteading”.

Pursuant to San José Muicipal Code (“SIMCY), Title 16, § 16.32.120 D, which states “Prior to filing a
recotimiendation that the chief of police deny an application er apptove with limitations and
conditions, the administrator shall meet with the applicant, or the-applicant’s autherized representative,
and inform im ov her generally of the basts. for ¢ aity proposed recommendation that the application be
denied, testricted, or conditioned®. Therefors, T request your attendance at 10:00 am on Tuésday,
July 19, 2016, at the Division of Gaming Control, 210 Noerth Fourth Street, Suite 201, San Tasé,
California, to-discnss the Division®s investigation, findings, and basis for the proposed ac.tmn
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The intended action is to dery the license application of Masis Kevorkian, Ryan Smne andt
Kermit Schayltz as stockotvners of Garden. City, liic., dba Casirie MBtrix.

¥ illdill"g: 1 .:

Masis Kevorkian; Rysn Stone and Kerint Schayltz (“Stone Group™) dnectiy or indivectly involved or

otherwise patticipated in the gaming operation af the Seven Mils Casino iy Chla Vista, California but
without a State:Gaming lisense.

On September 23, 2015, an aceusation was filed by the State. of Califétila, Bureay of Garpbling
Contiol. (“BGC”) ag‘nnst thie Seven Mile Casitro, Hatvey Sevza, Blizabeth Sooza and the Harvey and
Bette Living Trust for recelving subistanfial sums of moniss from cerfaln unlicensed co- -venttrers to
build a new cardroon, and in return, the:cosventurers would be provided. with the right to obtain an
ownetship inferest in Seven Mile, Furthérinore, the BGC accused. thes mnlicensed. co- venturers to
thake, or substaritially pdticipate in, décisions regar ding the Seven Mile’s bperations and policies; and
conceahng, this participation from the BGC and the California Gambling Control Commission. The

Division later learned that thie unlicensed co-venturers. were n fact Ryan Stone, Miasis Kevorkian and
Kermit-Schayltz.

In connection with the background investigation of the Stone Group, the Division visited tlie Seven-
Mile Casinoin Chula Vista, Califoria to make a detenmination as to whether or not the: Sfone Group.
was involved-in the gambling-operation. Our findings revealed:

1. The Stens Group was involved ifi the hiring of a new General Manager who oversees the
efitire: gaming operation. and a new Dirgetor of Food and Beverage at the Seven-Mile Casino
The Genexal Mauiager’s employment contract (letter) dated January §, 2015 contains the:name
and signature of Masis: Kevorkian representing the VC Cardicoin Ine,

2. The Stone Group was involved in the hiring of a Direetor of Food asid Bevetage einploymeént
contiact (letter) dated March 6, 2016 contains the nanie and signature Davis Jotis! Topreserting

—the VG- Cardroomelne.— Both employnvent-contracts. cequive-th -positions-toreport-to-#Semior ...

Management eonsisting Rod Stone, Ryan Stone, Masis Kevorkian, Harvey Souza and David
Joeis,

3. The Stone Group: was involved in the purchiasing of certain casind management softivare for
The Village Club from a company called Transient Path. .On March 4, 2016, the Division sent
Transient Path a copy of the authorization release forms execnted by Ryan Stone and Masis
Kevorkian. On March 10, 2016, Transient Path provided the Division with a copy of the
contract executed oit March 10, 2015 between Transient Path and The Village Club. The
contract was sighed by David Joeis:as the CEOfpresident of Liesnsee VC Cardroom Tne. (now
Seven Mile), and “Ticensce Contact: Mausis Keverkian, Executive Vice President of the
Licenisee”, Transient Path provided the executed contract to the Division notwﬁlmtanchng the

1 Prcgecf Manacrm hzled by Seun argt has not bedy ]acansed by the Califoniia Ganibling Contrél Commirission for his
fanetion as a Senior Mavager of Seven Mile Casind. Mr. Joéis 18 riot gn apphivant with the City of Srin Jose and: (hemfm&
fie s ol eonsidered a subject of this backgrournd fiivestigation,
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authotization release was executed by Ryan Stone and Masis Kevorkian. Transient Path did
nof require an authorization form fioin Devid Jocis because Ryait Stone and Masts Kevorkian
were the main players.accarding to the vendor.

Based on all of the foregoing, the Division is convinced that the Stose Group, ku particular Riyah Stone
and Masts Kevorkian, was involved in flie gaming operation of the Seven-Mile Casitio albeit not on the
casine fleos but ﬁom hehind the scene.

Violafion

Masis Kevorkian and Rydn Stoie weie itivelved in the gantng operation of the Seven Mile Casliio
without a State Gaming License in violation of the California Gambling Control Act, Busintess and
Professions Code 19801 (i) and 19853 (a) {3) and (6).

- The California Gambly Control Act; Busitiess and Professions Code 19801 Legislative Findings end
Declarations:

i. All gambling opelaﬁons, all persons haying a mgmﬁcant tnvolvement o gambling
operations, all establishmeiits wheie gambling is conducted, and all manufhcturers, sellers,
and distributors of gambling equipment must be licensed and vegulatet! to protect the public
health, safety, and general welfare. of the residents of this state as an exercise of the pelive
poweis.of the state,

The California Gambling Control Act, Business and Professions €ode. 19853 Registration, Finding of
Suitabitity, or Gambling License: Commission er Departrment Requirement of Certain Individuals or
Corporations:

4. The commiission, by regulation or order, may requite that the foligwmg pelS(mS 1eg18tei

~with-dbe comniission,-or-apply:-foira. gamblmg ltcense::

3. Anypérson who does business on the premises of a licensed pdmbling
establishiment,

6. Every person who, in the judgment of the commission, has the power to exercise a
significant-influence gver the gaimbling operation.

Tinding 2:
Masis Kevorkian, Ryan Stone. andk Kermit Sghayltz ("Stone Group”). provided untrwe or misleading

information to the administratos by first advising the admibistrator that the-Stone Group was involved
in the gaming operation of the Seven Mile Casino in Chuls Vista; and after the: Division learned that
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the. Stone Group was doing so without 4 State gaming livense, the Stone Gronip. then denied thieit
nvolvement.

On Juse 9, 2015, the Division met with Masis Keverkian, Ryan Stone and Kennit Schayltz (“Stone
Group™) at Casitio M8tix per the invitation. of GCI stockowner Pety Lunardi, The purpose of fifs.
meeting was fo meet dnd greet as-the thice named individuals were iiferested fn purchastog the forty-
five (45) pereent ghares onrently held by Bric Swillow and becommg stockowners at GCL. During the
meeting, the Stones spoke about thelr respective experfence in the gaming industry and their belief in
strong regulations. The Stone Group suggested fhat the City of San Jose would be happy with them
because they believe th reguldtory omphanse.-On severpl otcasions the Stones advised the Division
that they operated. both the Stones Gaililing Hall, a cardrooin in the S8acramento sres; and the Seven
Mile €asing in the Chula Vista/San Diego area. The Stone Group also invited the Division to visit
both Jocations as they believed the Division woulil be.impressed with thelr operations.

On Angust. 9, 2015, Ryan Stene and Masis Kevorkian canie fo the Division fo submit Ryan Stone’s
stockotwner license applicgtion?. After the submission of the application, Mike and Adina Conroy, the
consultants (“Conttoys™) hired by the City to assist the administrator with the baekground investigation
of the license applicants, were also. at the Division offiees attending a meeting unrelated tor the Stornigs
background. The Stenes were infroduced to the Conrdys and a quick rieefing was held to discuss the
investigation procéss. Dy ing this mesting, Both Messrs. Stone and Kevotkdan stated that the Division
should come: to visit theit operations at Citrus Heights and Chula Vista. The Conroys suggested that
sometime during the background investigation the Conroys may Have to conduct a site visit at both
Citrus Heights and Chula Vista to which Ryan Stone stated that would not be a problem.

On. February 9, 2016 at 2pm; the administrator met with the Stones’ legal counsel Mike Lipman
1egﬁrdfng the S‘tate 3 accu%ation ﬂiat the ‘S’i011es were involved in the gaming @pm wﬁon of Seven Mik‘:
' mvolv.ed in fhe g_ammo meahon at Seven Mﬂ_ej and_ t};:{at the _Stone Glg,u,p may havs madveltently
used the wrong proncun “T” instead of “they” when referring to whoe was actually fhvelved n Seven
- Mile's ganiitg-operation. . M. Lipthan-further stated that- Ryan-Stoneds.a.young and. exeltable. PEISOLL....
and could have inadvertently made any statements regarding, his or the Stones’ involvement in the
ganing eperation of the Seven Mile Casiho. Mr. Liprian ﬁnaliy stated that the Division will fiot find
anything relating to the Stone Group’s involvement other than financial transactions relating to the
Stones” $3 million loan to the Seven Mile (formesly Village Club).

Vielstion
Based on the Division’s finding (Finding 1), the Division has concluded that Ryan Stone; Masis

Kevorkion and Kermit Schayltz supplied information which is untrue or misleading to the
administrater in violation of SINMC, Title 16, §16.32.070 €.

2 Masis Kevoskian and Feerinit Shayltz submitted their respéotive pplications.on Sepfeniber., 2015,
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SIMC, Title 16, $16.32.070 Disqualificafion criteria for license

The administrator. may deny a license to ‘any applicant who is. disqualified for any of the following
TCASQUS,

C, Ther.suppzlying:ﬁf inforsvation which is tintrne ormisleading,
Einding 3:

Masis Kevorkian, Ryan Stone and Kermit Schayltz all failed to estiblishi by ¢lear and convincing
evidence fheir individual qualifications for a license; failed to cooperate with the admiltiistrator aid,
failed to provide all. inforitation fequired by the administrator; ad failed to provide informmation,

docurhertation, and assurances reguited for qualification or failore to revesl any material fact relating.
to qualitication, or to otherwise fail or refuse to fully couperate with the administrator’s licensing
investigation. :

The Division received an email requestiig a suspension of the Jicensing investigation of Ryan: Stone,
Masis Kevorkian and Kenmit Schayltz on March 9, 2016, The Division responded: on March 16, 2016
that the only option the Stone Group has, asan appimmt for a ficense, is to véquest for & Withdrawal of
its application as.provided under the San Jose Municipal Code, Title 16, Section 16.32.130. On March
17, 2016, the Division sent the Stones Group, Hirough its designated agent Masis Keyvorldan, a formal
letter denying sald reqnest to suspend the licensing investigation: Furthermore, the Division advised
the Stone Group to either request-a withdrawal of application by no later than Sph on March 25, 2016,
or the background investigation would resume. Except for a phone message from the Stone Group’s
legal coungel Mr, Mike Liptan on Suturday, March 26, 2016 suggesting that he would be in-contact
with the Divigion on or belore Match 30, 2016 to discuss the Stone:Group’s situation as he was leaving
for Tatwan that very day, there was no response to fhe Division's correspondence, Additionally, i
such contact was made with fhe Division by M. Lipman anytinie after March 26, 2016,

On Apl 1, 2016, the Division informed fhe Stone Group, threugh its designated agent Masis

Kevorkian, that the licensing investigation will resume.  Affached to the April I, 2016 letter was a list
of outstanding informatien/detumentation préviously requested by Comroy #nd Associates, 'the.
consultant vétained by the City of Sui Juse to assist the Administrator; in relation ta the Stone Group’s
background irvestigation, The Division .gave the Stone Group & deadline of 5pm, April 8, 2016 to
submit the information/documenitation. So far, the Stone Group has ot responded to the April 1, 2016
ecotrespondence from the Division and the vequ ested information/dooumentation has not béen pr mfided

As a result, the Adiministrator was wriabls to complete the licensing investigation of the stockowner
licenge applicants Masis Kevorkian, Ryan Stone and Kermit Sehayltz.,

Yiolation
Masis Kevorkian, Rysn Stone and Kernit Schayltz, as stockowner license applicants, failed to

establishi by clear and edivinging evidence thelr individual qualifications for o license in violatioh of
SIMC, Title 16, §16.32.030; fuiled to cooperate with the administrator and failed to cooperate with the
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adintnigtiator and failed to provide-all information requited by the administrator in violation of SIMC,
Title 16, §16.32:040.

SIMC, Title 16, §16.32.030 Burden of m“dv'iiu,q qualifications

“It shall be the responsibility of gach license.applicant to establish by thedt-and convinciig evidence
his or her individual-quatifications for a Hoense urider ﬁns chapter”

SIMC, Titie 16, Slé 32.040 Applicant cooperation

“Bach applicant seekmw a fieense under this title and each hcensea shall cooperate with the
adininistrator and shall provide all information required by the adimistrator”

Additional hifermation:

On Oetober 8, 2012, the Burean of Gambling Control (“BGC”) filed an accusation (BGC Case No.
. SA2008-00036)3 Wir, Schalytz and others which Mr. Schayltz ultimately settled witli the California
Gumbling Contrel Canunission (“CGCC”) on Oectober 10; 2012, Included in tle Qetober 8, 2010
action, inforimation relating to a prior gccusation (DGC #5A04-00090-1) being fifed by the Division.of
- Gambling Control fnow “BGC”) on November 28, 2006.alleging that Mr, Schayltz, belng a holder of a
State Gamblm;, License and as & shareholder of Point-Walket, Tne, which owns the Lucky Detby
Casine in Citrus Heights; California, operateda gambling establishment kriown as the Don. Juini Club
~ and Casine in the City 6f Rancho Corduva, Californid which Mr, Schayltz wasnet licensed to operate,
Atkhtlomﬁiya M. Schalytz was also alleged to Iave opetated the Don Juan Casino without helding
special business leenses required by the City of Ranche Cordova.  On July 25, 2007, Mr.. Schalytz
accepted the CGCC’s proposed disciplinary order and agreed to 1) Pmnt~WaIkel Ine. pays a fine of
$30,000 to the Division of Gambling Control; 2) Mr. Schalytz to obey all Jaxys; andd 3) Mr. Schalytz o
refmburse $5,000 to the Division of Gamblm;:,_ : Control for investigative costs,

Notwithstanding the above, Mr, Schialytz again violated. the G'amblmg Control Act by Operatmur the
Seven-Mile Casine® in Chuia Vista but without 2 State Gambling License #s deseribed in full under
- Pinding-l-of this-noticg,~

he -and lis partiers Ryan Stone antd Masis Kevorkian, are therefore disqualified for lieensure under
Title 16, § 16.32.060 and § 16.32.070.

SINIC, Title 16,-416:32.060 Affirmative criteria for license states: No Heense-shall be dssued unless,
based.on all of the information and documents submitted, the admitnistedtor-is satisfied that the
applicant is all of the following:

A. A petson of good character; honesty and integrity.

3 Twi causes. ﬁ‘}r discipling were noted. withy one velating to Mr. Sehalytz being alleped o have employed individuals-as key
eriployees of e cardroom whe were hot licensed by’ the CGC as required; and oue refating, fo Mr, Schalytz aperating more
tables than aw thouz,ed These matter, dlthough pontradictory 1o Mr. Schalytz’s previous statement (o the Division
regurding his positive attitude fwards gaming regulﬂtmm, will nat bedncluded hervein becauss it does not-demonstrate Bt
Schayltz’s'pattern of pperating a.cav drdein wilhett a livenss.

4 Alse involved were Ryan Stone and Masis Kevorklan,
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B. A person whose-current and priot activities, criminal regord, if-any; reputation, habits, and
associations do not ' :

1. Pose athreat to the-public interest of the city and state; ot
7. Pose g threaf to the efféctive regulation and control of cardrooms in the-clty; or
3. Create orenhance the.dangers ot tnsvitable, unfair, ot ii]'kega; prachices, methods, and

activities in the conduet of corittolled or in the cartying o of the business and financial
drrangements incidéntal thereto,

SIMC, Title 16, $1632.070 Disqualification viiteria for license states: the adminisirator may deny 4
l{cense to any applicant who is disqualified forany of the follewing reasons:

A. Failure of the applicant to establish eligibility and qualification by elear and conviiteing evidence.

B. Failure to provide hiformafion, documentation, and. assuranees required for qualification or failure.
to reveal any niatetial fact relating to qualifivation, or to otheriwise fail or r¢fuse to fully cooperate
with the administrator’s Jicensing investigation.

C. ‘The supplying of information which is untrue or imisleading

Conclusion

All of the foregoing establishes Masis Kevorkian, Ryan Stone and Kerniit Schayitz’s failure to
comply with the California Gambling Conirol Act, Business and: Professiens Code 19801 (1) and
19953 (2) (3) and (6); and SIMC, Title 16, §16.32.030, §16,32.040. Based on the. foreguing, T

intend to deny Masis .Kevmfk’.ian,? ‘Ryan Stone and Kermit -'S'rcliayltzz"s .appﬁ_'cntian fora Stock
Ownership License pursiant to SIMC, Title 16-§16.32.060 A & B §16:32070A, B & C.

cet Eduardo Garela, Chief of Police
Terra Chaffee, Senior Deputy City Attotney:
Mike Lipman, Esg. _
Garden City Inc:, dba Casine M8trix Permanent File
Applicants Permianent Eile
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