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Control Act by clear and convincing evidence. However, he chose
another course. Whatever his motivation, he traveled another road
simultaneously. This alternative road was composed of Allen
Dorfman, Alvin Malnik, Samuel Cohen, the Central and South-
western States Teamster Pension Funds, the Amalgamated Insurance
Agency and the United Founders Life Insurance Companies of Okla-
homa and lllinois. He traveled the road with mendacity and with
disregard for the regulatory process. Fortunately, the legislative wis-
dom of New Jersey does not permit this dual personality. I find |
have no choice but to vote to deny Mr. McElnea’s status as a qualifier.
I find him unsuitable. New Jersey public policy demands that he be
made of sterner stuff than he exhibited in this case. This state need
not allow persons to do business within this state who choose to
operate on several occasions with persons of such obvious bad repu-
tations.

Section 84{c) requires “‘each applicant” to produce such “infor-
mation, documentation and assurances of good character as may be
required to establish by clear and convincing evidence the applicant’s
good reputation for honesty and integrity”. Such information shall
include business activities and professional associates.

Mr. McElnea’s business associations reflect upon his present
character and fitness. The duration of these associations, their purpose
and intensity, and the reputation and character of the associates
preclude his being found qualified under N.J.5.4. 5:12-8%(b}(2). In
furtherance of this finding, Mr. McElnea’s knowledge of the *bad”
reputation and character of the associates is compelling. He did not
exercise efforts to determine the suitability of these associates prior
to engaging in business relations with them, nor did he terminate or
attempl to terminate the relationships in a timely fashion once aware
of their reputations and character. Even a brief association with a
person, pension fund, or business known to be of such questionable
character as the persons and business referred to herein, would be
a powerful negative proof of honesty and integrity. It is clear that
the greater notoriety the more negative the reflection on the applicant.
The persons and businesses Mr. McElnea chose to associate with are
notorious and clearly unacceptable today as they were for the last
decade.

A business and its leadership must be alert to persons or other
related businesses who compromise their concern for integrity. CWI
and Mr. McElnea, as the Chief Operating Officer and Director, should
have been concerned with those with whom the company did business
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and with whom it entered into professional relationships. The fact that
he permitted his company, without objection, to knowingly deal with
persons known or reputed to be linked with organized crime, corrup-
tion, kickbacks and the like, permits adverse and fatal inferences
pertaining to his honesty and integrity to ensue. Here, where the
course of conduct reveals a series of transactions over a course of more
than a decade, such inferences are unavoidable. Moreover, the sources
of Mr. McElnea’s knowledge regarding these unsavory associates are
significant. He had been placed on notice by his own outside counsel,
Dave Bernstein, by the Securities and Exchange Commission, by
numerous newspaper and other media material, by the Nevada Gam-
ing Board and Commission, and by his own shareholders and corpor-
ate security officer. These notices from government and the private
sector coupled with his willful disregard for this advice indicate a
wreckless indifference to the opinion of the public, government, his
shareholders and advisors to the detriment of his own character, his
company’s reputation, the requirements and needs of his stockholders
and the regulatory process. The adverse reflection on Mr. McElnea's
character is severe and conclusive. Deliberate initiation, cultivation
and maintenance of the relationships with Alvin Malnik, Sam Cohen,
the Teamster Pension Fund, Allen Dorfman and his insurance agency,
in the face of this widespread official disapproval is evidence of a lack
of good character.

As the Chief Operating Officer and Director, and one of the most
important if not the most important person in the parent corporation,
to maintain these associations with disreputable individuals is an
indication of not only past behavior but an important predictor of
future conduct. I find that hs conduct is such that I have grave
reservations that cannot be overcome about his willingness and ability
to operate within the strict regulatory guidelines of the State of New
Jersey.

For all the foregoing reasons, William H. McElnea, Jr., is not
qualified.

You must check the New Jersey Citation Tracker in the
companion looseleaf volume to determine the history
of this case in the New Jersey courts.
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STATE OF NEVADA
COUNTY OF CLARK

§S:

ROBERT J. MILLER, being duly sworn, deposes and says:

L. I am a resident of Clark County, Nevada and a director of Wynn Resorts, Limited
(“Wynn Resorts™), Chairman of the Compliance Committee of Wynn Resorts, and Chairman of
the Nominating and Corporate Governance Committee of the board. 1 also serve as presiding
director for executive sessions of the independent members of the Wynn Resorts board. From
1989 to 1999, I served as Governor of the State of Nevada.

2. I make this affidavit in opposition to the motion by Aruze USA, Inc. ("Aruze™) and
Universal Entertainment Corp. (“Universal®) for a preliminary injunction. | have personal
knowledge of the facts set forth herein unless otherwise so stated and could, if called to testify as
a witness, testify competently to them.

The Wynn Resorts board

3. Wynn Resorts has a twelve-member board of directors. Excluding Kazuo Okada,
eight of Wynn Resorts’ eleven directors have no employment relationship with the Company
(myself, Russell Goldsmith, Ray R. Irani, John A. Moran, Alvin V. Shoemaker, D. Boone
Wayson, Elaine P. Wynn, and Allan Zeman). Stephen A. Wynn, Chairman and Chief Executive
Officer of Wynn Resorts, Linda Chen, President of Wynn International Marketing, Limited and
Chief Operating Officer of Wynn Resorts (Macau), S.A., and Marc D. Schorr, Chief Operating
Officer of Wynn Resorts, are the only members of Wynn Resorts” management on the board.

The Compliance Committee

4, n 2002, the Company adopted a “Compliance Program,” which has been
periodically reviewed and amended. The Compliance Program states that it is designed to
mitigate the “dangers of unsuitable associations and compliance with regulatory requirements.” It
describes the duties of the Compliance Committee and provides that the Committee has an
affirmative obligation to investigate all senior executives, directors, and key employees “in order
to protect the Company from becoming associated with an Unsuitable Person.” Under the

program, the term “Unsuitable Person” refers to anyone “that the Company determines is

2
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unqualified as a business associate of the Company or its Affiliates based on, without limitation,
that Person’s antecedents, associations, financial practices, financial condition, or business
probity.”

5. The Compliance Program also requires the Company to report to Nevada gaming
authorities to keep them “advised of the Company’s compliance efforts in Nevada and other
jurisdictions.” Specifically, the Company has an obligation to self-report — that is, to inform the
gaming regulators of significant compliance-related issues.

History of compliance concerns related to Mr. Okada

6. As Chairman of the Compliance Committee, I have reviewed certain investigative
reports, and from these, 1 have learned the following facts. Mr. Okada began developing a large
casino resort in the Philippines some time in 2007 or 2008. Wynn Resorts was not a partner or
participant in the project, and Mr, Okada attempted to persuade Wynn Resorts to participate in the
project in some way.

7. In the summer of 2010, a senior executive of Wynn Resorts prepared a report on
the business climate in the Philippines that caused the Compliance Committee to become
increasingly concerned about Mr. Okada’s business involvement in that country. Thereafter, in
early 2011, management retained an independent third-party firm to do preliminary investigative
work concerning the Philippines and Mr. Okada’s activities there.

8. The Wynn Resorts board discussed the results of that preliminary investigation at a
board meeting on February 24, 2011, Mr. Okada was present at the meeting. At that time,
Mr. Wynn advised the board that Mr. Okada had arranged a meeting for him with Philippine
President Aquino. Based on the information the board had received about endemic corruption in
the Philippines, the independent directors unanimously advised management that any involvement
in the Philippines was inadvisable, and the board strongly recommended that Mr. Wynn cancel
the meeting with President Aquino. Management agreed with the board’s recommendation. At
this board meeting, Mr. Okada was clearly made aware that the board was greatly concerned

about any direct or indirect Wynn Resorts involvement in the Philippines.
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9. Also at the February 24, 2011 board meeting, Kim Sinatra, Wynn Resorts” General
Counsel, updated the board on Foreign Corrupt Practices Act (“FCPA”) matters, particularly with
respect to Wynn Resorts’ program of director compliance and education. Such updates were and
are par-t of the Compliance Committee’s efforts, as part of the overall Compliance Program, to
insure that Wynn Resorts does not risk compliance problems that could affect its present and
future licensing status, which in turn is critical to the Company’s business and its prospects for the
future.

10. In the course of this meeting, Mr. Okada made the surprising and disturbing
comment that, in his view, making gifts to government officials was a recognized and accepted
way of doing business in parts of Asia, and that it was all a question of using third parties.
Needless to say, this comment raised concerns for me and others about Mr. Okada’s ability and
willingness to comply with Wynn Resorts’ compliance policies and with anti-corruption statutes
such as the FCPA.

I1.  The Wynn Resorts board again discussed Mr. Okada’s business activities in the
Philippines at a board meeting held on July 28, 2011. Mr. Okada confirmed to the board that he
was proceeding with the Philippines project. In the course of the meeting, certain of the
Company’s independent directors, including me, expressed concern with regard to probity issyes
related to Mr. Okada and the possible effect that Mr. Okada’s involvement in the Philippines
would have on Wynn Resorts. Following that board meeting, in August 2011, the Company
received additional information from a separate independent investigatory firm that raised further
questions about the business climate in the Philippines and Mr. Okada’s activities there.

12. At a meeting held on September 27, 2011, the Compliance Committer; reviewed
the results of a third-party investigative report that had been conducted at the Company’s request
and that addressed the current political environment in the Philippines and the issues related to
Mr. Okada’s project there. Three days later, at the direction of the Committee, representatives of
the Company met with Mr. Okada’s lawyers to discuss the Committee’s concerns with regard to

Mr. Okada’s involvement in the Philippines project. These concerns included, among other
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things, whether Mr. Okada had violated Philippine law in acquiring the land for his project. T was
informed that the discussion at this meeting with Mr, Okada’s representatives was unproductive.

13, On October 31, 2011, Mr. Okada failed to attend a long-scheduled training session
for board members concerning the Foreign Corrupt Practices Act. Every other Wynn Resorts
director attended, either in person or by telephone. Management informed the directors that
Mr. Okada had RSVP’d for the training session in mid-September, and later asked the Company
to translate the training materials into Japanese, which they did. But in the end, Mr. Okada did
not participate.

The Freeh investigation

14.  On October 29, 2011, the Compliance Committee determined to retain Freeh
Sporkin & Sullivan, LLP, and specifically Louis Freeh. Mr. Freeh is the former director of the
FBI and a former federal judge. We believed his experience and reputation were the finest in the
field, and that his firm had the resources to pursue the somewhat difficult task of investigating
matters arising out of Mr. Okada’s conduct in Asia. That decision was based on the concerns
raised by and the information gathered in the preliminary investigations that had been conducted
by firms retained by the Company, and on Mr. Okada’s troubling comments about FCPA
compliance.

15. The Wynn Resorts board met on November 1, 2011. Mr. Okada was told at this
meeting that the Compliance Committee intended to retain Mr. Freech to do an in-depth
investigation of his activities, and Mr. Okada attempted to persuade us not to engage Mr. Freeh.
At this meeting, Mr. Wynn explained to Mr. Okada that Mr, Okada would be breaching his
fiduciary duties as a director of Wynn Resorts if Mr. Okada — as it appeared he was planning —
used information he obtained as a Wynn Resorts director concerning the Company’s marketing to
Asian customers to siphon off to the Philippines profitable business from Wynn Resorts’ existing
and planned Macau properties. Mr. Okada strongly disagreed.

16. Also at the November 1, 2011 board meeting, the Wynn Resorts board ratified the

Compliance Committee’s decision to hire Mr. Freeh and the Committee formally retained
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Mr. Frech to conduct an investigation and produce a report related to Mr, Okada and his business
activities in the Philippines.

17.  Over a three-month period, Mr. Freeh and/or his colleagues made several trips to
the Philippines and Macau; conducted numerous interviews; and engaged in detailed documentary
research of public records. By early 2012, Mr. Freeh and his team had uncovered detailed prima
facie evidence of serious wrongdoing by Mr. Okada and his associates.

18.  Inearly 2012, I received a preliminary briefing from Mr. Freeh indicating that his
investigation had revealed serious issues concerning the legality, under Philippine law, of
Mr. Okada’s purchase and title to the land on which his new casino project was to be built.
Moreover, Mr. Freeh had found evidence from records maintained by Wynn Macau, and from
interviews of Wynn Macau personnel, that Aruze provided gifts of value at Wynn Macau to
senior officials of PAGCOR (including its Chairman, Mr. Cristino Naguiat), and that Mr. Okada
was aware of this. (PAGCOR is a Philippine governmental agency that is both the regulator and
operator of gaming in that country.) Mr. Freeh also uncovered evidence that Mr, Okada’s
associates had requested anonymity for a VIP guest they did not wish to be registered. This
individual was later determined to be Chairman Naguiat of PAGCOR.

19.  As Chairman of the Compliance Committee, [ decided that before Mr. Freeh
concluded his investigation and produced his report, Mr. Okada should be offered the opportunity |
to submit exculpatory evidence. For séveral weeks, Mr. Okada would not commit to a date for an
interview with Mr. Freeh. Finally, Mr. Okada agreed to let Mr. Freeh interview him, in Tokyo,
on February 15, 2012. | was informed that one or more of Mr. QOkada’s attorneys from the Paul
Hastings firm were present at the interview.

20.  Asis reflected in the 47-page “Freeh Report” that was presented to the Compliance
Committee and the Wynn Resorts board on February 18, 2012, Mr. Freeh concluded that
Mr. Okada had not presented any persuasive evidence whatsoever to rebut what Mr. Freeh had
found, and that while Mr. Okada had offered broad denials of involvement in any of the
misconduct, the evidence uncovered in Mr. Freeh’s investigation cast substantial doubf on

Mr. Okada’s credibility. The Freeh Report is attached hereto as Exhibit 1.
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The February 18, 2012 board meeting and the redemption of Aruze’s shares

21.  The first portion of the Wynn Resorts board meeting on February 18, 2012 was
devoted to a consideration of the response to the Court’s order in the books-and-records case
brought by Mr. Okada. Mr. Okada then joined the meeting by telephone. In response to a
question regarding whether Mr. Okada had joined the meeting alone, an attorney from
Mr. Okada’s U.S. law firm responded that he was in the room with Mr. Okada, along with a
colleague and certain Universal executives. Mr. Okada was reminded that Company policy
provided that board members attend meetings without personal lawyers. Thereafter, Mr. Okada’s
counsel advised that everyone would leave the room except for Mr, Okada and his translator.
Following confirmation from Mr. Okada’s translator that all other persons had departed, the
meeting continued. As the focus of the mecting turned to the Freeh Report, the meeting was
interrupted constantly by issues relating to translation. The question was asked of Mr. Okada’s
translator whether he was a licensed translator, and he replied that he was, in fact, not a
professional translator, but a Japanese attorney for Mr. Okada. That person was asked to leave
the meeting. Subsequently, the meeting proceeded with Mr. Okada having the discussion at the
meeting translated for him by a professional translator provided by the Company.

22.  Mr. Freeh provided the board (including Mr. Okada) with a detailed summary of
his investigation and his findings. The Chairman then declared that there would be a two-hour
recess to allow the board members who had executed a confidentiality agreement to read the
Freeh Report — that is, all members other than Mr. Okada, who refused to execute the agreement,
which had been translated into Japanese — following which the meeting would resume with a
discussion of the Freeh Report. Prior to taking the recess, the Chairman inquired of Mr. Okada
whether he had any questions or comments. Mr. Okada did not respond. Thereafter, the decision
was made that Mr. Okada would not be re-connected to the portion of the meeting that would

involve a discussion of the Freeh Report.
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23, When the board meeting reconvened, there was a general discussion of the Freeh
Report and its implications for Wynn Resorts and its shareholders. The board then received
advice from two attorneys from separate law firms, each of whom is expert in gaming law, and
asked questions of them. There was a consensus among the members of the board that Aruze’s
status as a substantial shareholder of the Company jeopardized the gaming licenses held by
Wynn Resorts and could jeopardize future efforts by Wynn Resorts to become licensed in other
jurisdictions.

24.  After further extensive discussion, the directors present voted unanimously to
declare Mr. Okada, Aruze, and Universal “Unsuitable Persons” within the meaning and according
to the criteria specified in Article VII of the Wynn Resorts Articles of Incorporation. (The
Articles ave attached as Exhibit 2 to this affidavit.) In connection with this determination, the
board received advice from the gaming law experts present at the meeting, including on the topics
of the likely response of Nevada gaming regulators to a lack of action by the board, to a delay in
action by the board, and related matters.

25.  The board then considered the amount at which to value the Aruze shares within
the meaning of Article VIl, and whether to redeem the Aruze shares with cash or with a
promissory note having the terms specified in Article VII. In connection with these questions, the
board received information and advice from the independent investment banking firm of
Moelis & Company, from Duff & Phelps, and from the Company’s chief financial officer.

26.  In determining the “fair value” of the securities to be redeemed, the board first
considered what would be the fair value of unrestricted shares of Wynn Resorts and determined
that it would be the then current NASDAQ market price. The board then considered the transfer
restrictions applicable to Aruze’s shares under the stockholders agreement among Aruze,
Mr. Wynn, and Ms. Wynn, as well as the size of Aruze’s block, and determined that it would be
appropriate to apply a discount to the then current NASDAQ market price to account for these
restrictions. In determining what discount to apply, the board was guided by the view of
Moelis & Company that the transfer restrictions on Aruze’s shares (restrictions that would travel

with the shares to any potential buyer) were as restrictive as any other restrictions it had identified
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in respect of the shares of a U.S. public company. In addition, the board was guided by the advice
of Moelis & Company that the size of Aruze’s block would make it more difficult to sell. Based
on this information, and following further discussion, the board determined to apply a
30% discount to the then current NASDAQ market price of Wynn Resorts shares in calculating
the fair value of Aruze’s shares.

27.  The board then considered whether to pay cash or to issue a promissory note to
Aruze to effect the redemption. In consideration of the potential negative effects on the
Company’s balance sheet and the borrowing costs associated with a cash payment, as well as the
related negative impact on the Company’s public shareholders, the board determined to issue to
Aruze a promissory note on the terms set forth in the Articles of Incorporation. That promissory
note is attached as Exhibit 3 to this affidavit. In connection with the decision to pay by note
rather than by cash, the board received advice from outside expert gaming counsel, and it
considered the potential views of the Nevada gaming authorities.

28.  The board instructed management to advise Aruze of the redemption of its shares
and the board’s decision to issue to it a promissory note in exchange. That redemption notice is
attached as Exhibit 4 to this affidavit.

29.  On February 18, 2012, Wynn Resorts gave notice to the Nevada State Gaming
Control Board that the board had found Mr. Okada, Aruze, and Universal to be “Unsuitable
Persons” and redeemed Aruze’s shares pursuant to Article VII in exchange for a promissory note.
To my knowledge, the Gaming Control Board has expressed no concern with respect to the
board’s unsuitability determination, the redemption of Aruze’s shares, or the board’s decision to
issue a promissory note to Aruze.

30. | understand that, in this motion, Aruze is making two main arguments — first,
that Aruze’s shares are not subject to the redemption provisions that the board invoked because
Article VII has never applied to them; and, second, that the redemption was a “sham” meant to

advance a plan by Steve Wynn to increase control over Wynn Resorts, and that the board has
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Attorney — Client / Work Product / Privileged and Confidential

Introduction

Wynn Resorts, Limited (“Wynn Resorts™), a publicly traded company incorporated in the
State of Nevada, on behalf of its Compliance Committee, retained Freeh Sporkin & Sullivan,
LLP (“FSS™) on November 2, 2011 to conduct an independent investigation. That independent
investigation has been conducted under the sole direction of the Compliance Committee. The
purpose of the investigation was to determine whether there is evidence that Mr. Kazuo Okada, a
member of the Wynn Resorts Board of Directors, may have: (i) breached his fiduciary duties to
Wynn Resorts; (ii) engaged in conduct that potentially could jeopardize the gaming licenses of
Wynn Resorts; and/or, (iii) violated the Wynn Resorts compliance policy. Specifically, FSS has
been asked to examine Mr. Okada’s efforts in connection with the creation of a gaming
establishment in the Republic of the Philippines.

This is the Report to the Compliance Committee Chairman on the results of FSS’
investigation. As set forth with greater detail in the attached appendix, FSS has performed its
investigation by interviewing dozens of individuals and by reviewing thousands of documents,
electronic emails, corporate and public records.

II. Summary

The investigation has produced substantial evidence that:

1. Despite being advised by the Wynn Resorts Board of Directors and Wynn Resorts
attorneys on the strict US anti-bribery laws which govern Wynn Resorts and its
board, Mr. Okada strongly believes and asserts that when doing business in Asia, he
should be able to provide gifts and things of value to foreign government officials,
whether directly or by the use of third party intermediaries or consultants.

2. Mr. Okada, his associates and companies have arranged and designed his corporate
gaming business and operations in the Philippines in a manner which appears to
contravene Philippine Constitutional provisions and statutes that require 60%
ownership by Philippine nationals, as well as a Philippine criminal statute.

3. Mr. Okada, his associates and companies appear to have engaged in a longstanding
practice of making payments and gifts to his two (2) chief gaming regulators at the
Philippines Amusement and Gaming Corporation (“PAGCOR"), who directly
oversee and regulate Mr. Okada’s Provisional Licensing Agreement to operate in that
country. Since 2008, Mr. Okada and his associates have made multiple payments to
and on behalf of these chief regulators, former PAGCOR Chairman Efraim Genuino
and Chairman Cristino Naguiat (his current chief regulator), their families and
PAGCOR associates, in an amount exceeding US 110,000. At times, Mr, Okada, his

1
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associates and companies have consciously taken active measures to conceal both the
nature and amount of these payments, which appear to be prima facie violations of
the United States Foreign Corrupt Practices Act (“FCPA™). In one such instance in
September 2010, Mr. Okada, his associates and companies, paid the expenses for a
luxury stay at Wynn Macau by Chairman Naguiat, Chairman Naguiat’s wife, their
three children and nanny, along with other senior PAGCOR officials, one of whom
also brought his family. Mr. Okada and his staff intentionally attempted to disguise
this particular visit by Chairman Naguiat by keeping his identity “Incognito” and
attempting to get Wynn Resorts to pay for the excessive costs of the chief regulator’s
stay, fearing an investigation. Wynn Resorts rejected the request by Mr. Okada and
his associates to disguise and to conceal the actual expenditures made on behalf of
Chairman Naguiat.

. Additionally, Mr. Okada, his associates and companies appear to have engaged in a
pattern of such prima facie violations of the FCPA. For example, in 2010 it also is
possible that Mr. Okada, his associates and companies made similar payments to a
Korean government official who oversees Mr. Okada’s initial gaming investment in
that country. Additional investigation is needed to develop and confirm these
possible FCPA violations.

. The prima facie FCPA violations by Mr, Okada, his associates and companies
constitute a substantial, ongoing risk to Wynn Resorts and to its Board of Directors,
creating regulatory risk, conflicts of interest and potential violations of his fiduciary
duty to Wynn Resorts. Finally, Mr. Okada’s documented refusal to receive Wynn
Resorts requisite FCPA training provided to other Directors, as well as his failure to
sign an acknowledgment of understanding of Wynn Resorts Code of Conduct,
increase this risk going forward.

. Mr. Okada insisted in his interview that all of his gaming efforts in the Philippines
prior to the change of the presidential administration in the summer of 2010 were
undertaken on behalf of and for the benefit of Steve Wynn and Wynn Resorts. This
assertion is contradicted by press releases dating back to 2007 on his website, which
announce an independent effort by Universal; his real estate investments; and the
ownership of his corporations in the Philippines.

. (7) Mr. Okada has stated that Universal paid expenses related to then-PAGCOR
Chairman Genuino’s trip to Beijing during the 2008 Olympics.
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III. Kazuo Okada’s Relevant Corporate Affiliations

A. Wynn Resorts

After an initial public offering which closed in October 2002, Aruze USA, Inc.,
controlled by Mr. Okada, became a 24.5% shareholder of Wynn Resorts. Mr. Okada’s current
ownership of Wynn Resorts through his control of Aruze USA, Inc. is 19.66%.

Mr. Okada became a member of the Wynn Resorts Board of Directors on October 21,
2002, and remains on the Board of Directors as of the date of this Report. In the past, Mr.
Okada has used the title of Vice Chairman of Wynn Resorts. In October 2011, the Wynn Resorts
Board of Directors eliminated the position of Vice Chairman.

As a Director of Wynn Resorts, Mr. Okada is entitled to receive the courtesy of what is
called a “City Ledger Account.” Such accounts were originally instituted as a result of Sarbanes
Oxley’s prohibition of extensions of credit, in the form of a personal loan from an issuer to an
officer or director. The accounts were funded by deposits from the director or his company.
Such an account exists for billing conveniences related to charges incurred at various Wynn
Resorts locales. Mr. Okada has availed himself of this courtesy and established such a City
Ledger Account.! Within Wynn Resorts, this Okada City Ledger Account is referred to either as
the “Universal City Ledger Account” or as the “Aruze City Ledger Account.” Accordingly, the
phrases Universal City Ledger Account and Aruze City Ledger Account will be referred to
interchangeably within this report despite the fact that Aruze Corp.’s name was changed to
Universal Entertainment Corporation in November of 2009.

Mr. Qkada has been found to be suitable by the Nevada Gaming Commission.?

B. Universal Entertainment Corporation of Japan

Mr. Okada currently serves as Director and Chairman of the Board of Universal
Entertainment Corporation (“Universal Entertainment”), registered in Tokyo, Japan. Universal
Entertainment Corporation is the current trade name of a company which was incorporated in
1969 as Universal Lease Co. Ltd. and which became Aruze Corp. in 1998. Aruze changed its

! The initial wire to establish the Aruze Corp, City Ledger Account was dated February 15, 2008.

2 Mr. Okada was originally found to be suitable as a shareholder of Aruze Corp. as part of An Order of Registration
issued jointly by the State Gaming Control Board and the Nevada Gaming Commission on June 4, 2004. On June 5,
2005, in a similar order, the Nevada Commission and the State Gaming Control Board found Aruze Corp. to be (1)
suitable as a controlling shareholder of Wynn Resorts, Limited, (2) suitable as the sole shareholder of Aruze USA,
Inc., (3) that Aruze USA, Inc. is registered as an intermediary company and is found suitable as a shareholder of
Wynn Resorts, Limited, and (4) that Mr, Okada is suitable as a shareholder and controlling shareholder of Aruze
Corp. [See Appendix]
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name to Universal Entertainment Corporation in November 2009, Universal is listed on the
JASDAQ stock exchange and is engaged in the manufacture and sale of pachinko and gaming
machines and related business activities. As of September 2011, Okada Holdings Godokaisha
was Universal Entertainment’s major shareholder, with 67.90% of the issued shares.

The Nevada Gaming Commission has approved Universal Entertainment’s suitability as
the 100% shareholder for a subsidiary, Aruze USA, Inc.

C. Aruze USA, Inc.

Aruze USA, Inc. (“Aruze USA”) is a wholly owned subsidiary of Universal
Entertainment. Aruze USA is a US company and was incorporated in the State of Nevada on
June 9, 1999. Mr. Okada is a Director of Aruze USA and serves as its President, Secretary, and
Treasurer.

Aruze USA has been found suitable by the Nevada Gaming Commission as a major
shareholder of Wynn Resorts.

D. Aruze Gaming America, Inc,

Aruze Gaming America, Inc. is a private company that is 100% personally owned by Mr.
Okada. He currently serves as a Director, Secretary, and Treasurer of the company. Aruze
Gaming America, Inc. is a US company and was incorporated on February 7, 1983. The
company changed its name from Universal Distributing of Nevada, Inc. to Aruze Gaming
America, Inc. on January 6, 2006. Aruze Gaming America, Inc. shares a common business
address with Aruze USA, Inc. in Las Vegas, Nevada.

E. Business Interests in the Republic of the Philippines

Since 2008, Mr. Okada has been involved with a variety of corporate entities and with
various business associates in the creation of a gaming establishment in an area of the
Philippines known as Entertainment City Manila.’ In furtherance of this endeavor, Mr. Okada
and his associates have procured land and a provisional gaming license in the Philippines. A
more detailed review of Mr. Okada’s corporate entities and business associates in the Philippines
is set forth in Section V(2)(A) below.

F. Business Interests in the Republic of Korea

Mr. Okada has recently pursued development of a casino resort complex in the Incheon Free
Economic Zone in the Republic of Korea. A more detailed review of Mr. Okada’s activities in
Korea is set forth in Section V(4) below.

3 On the Universal Entertainment website (viewed January 30, 2012) this project is referenced as “Manila Bay
Resorts.” [See Appendix]
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IV. Relevant Legal and Policy Standards

A. FCPA

The United States Foreign Corrupt Practices Act (“FCPA™) contains two primary
categories of violations: (i) a books and records provision, and (ii) a bribery provision. Based
upon available information, it seems clear that Aruze USA fits the definition of domestic
concern® and United States person’ provided in the FCPA, and that the FCPA applies both to
Aruze USA and to Mr. Okada personally, in his capacity as an officer and director of Aruze
USA.

Under the definitions of domestic concern and United States person, the statute applies to
a corporation, partnership, unincorporated organization and other enumerated entities that have
their principal place of business in the United States or which are organized under the laws of a
State of the United States. It also applies to officers and directors of such concerns.’

In 1998, the FCPA was amended and added an alternative basis to interstate commerce
for jurisdiction. As the United States District Court for the Southern District of New York
wrote: “. ... The amendments expanded FCPA coverage to ‘any person’ -- not just ‘issuers’ or
‘domestic concerns’ . ... [AJny United States person or entity violating the Act outside of the
United States is subject to prosecution, regardless of whether any means of interstate commerce
were used. Citing 15 USC 78dd-1, 78dd-2. . . . (Emphasis added.)’

Under this definition, Aruze USA is a covered party under the FCPA.

The FCPA provides that "[i]t shall be unlawful for any domestic concern, other than an
issuer which is subject to section 78dd-1 of this title, or for any officer, director, employee, or
agent of such domestic concern or any stockholder thereof acting on behalf of such domestic
concern, to make use of the mails or any means or instrumentality of interstate commerce
corruptly in furtherance of an offer, payment, promise to pay, or authorization of the payment of
any money, or offer, gift, promise to give, or authorization of the giving of anything of value
to—

(1) any foreign official for purposes of—

(A)

415 U.S.C. 78 dd — 2(a),(h).

515 U.S.C. 78 dd — 2(i).

15 U.S.C. 78 dd — 2(g).

" In re Grand Jury Subpoena, 218 F. Supp. 2d 544, 550 (S.D.N.Y 2002).
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(i) influencing any act or decision of such foreign official in his official capacity,

(ii) inducing such foreign official to do or omit to do any act in violation of the lawful duty of
such official, or

(iii) securing any improper advantage; or

(B) inducing such foreign official to use his influence with a foreign government or
instrumentality thereof to affect or influence any act or decision of such government or
instrumentality, in order to assist such domestic concern in obtaining or retaining business for or
with, or directing business to, any person; . . ."*

The head of PAGCOR fits within the definition of foreign official as used in the FCPA.,

According to PAGCOR’s website, it “is a 100 percent government-owned and controlled
corporation that runs under the direct supervision of the Office of the President of the Republic
of the Philippines.” In addition to prescribing mandates to generate revenue for certain
government programs and promote tourism in the Philippines, PAGCOR’s charter states that the
entity will “...[r]egulate, authorize and license games of chance, games of cards and games of
numbers, particularly casino gaming, in the Philippines....”"® (Emphasis added.)

As set forth above, there is still the interstate commerce basis for jurisdiction, but there is
also an alternative. The alternative would require the same elements for an offense, but a
showing of interstate commerce would not be required. If the interstate commerce basis for
jurisdiction were used, the analysis set forth below would be of significance.

With regard to means or instrumentality of interstate commerce, some of the facts
referred to in this report pertain to Mr. Okada utilizing the Universal City Ledger Account to
confer financial benefits upon Philippine gambling regulators who could affect the business
interests of Aruze USA, Inc. in the Philippines. Some of those benefits were conferred at Wynn
Macau. The following facts concerning the Universal City Ledger Account, which bear upon
use of means or instrumentalities of interstate commerce, were established during the
investigation:

B The account is maintained at the corporate offices of Wynn Resorts, Limited in Las
Vegas, Nevada where periodic deposits are made from Universal into the Wynn Resorts,
Limited operating account at Bank of America in Las Vegas, Nevada to ensure that the
amount on deposit remains at or about US 100,000. Bank documents reflect that the
deposits are received from a Universal Entertainment account located in Japan."

%15 U.S.C. Section 78dd — 2(a).

? http://www.pagcor.ph/pagcor-fags-profile.php, viewed January 18, 2012. [See Appendix]
% Ibid., viewed January 18, 2012. [See Appendix]
' See, e.g. wire transfer documents from Sumitomo Mitsumi Bank to Bank of America. [See Appendix]
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B When charges are incurred at Wynn Macau, Wynn Macau tracks all charges for the
Universal City Ledger Account on its books, and then the accounting department
transfers the charges to accounting at Wynn Resorts, Limited in Las Vegas via a journal
entry. Wynn Macau sends a pdf file to a staff accountant at Wynn Resorts, Limited in Las
Vegas with all the backup documentation. Invoices issued by Wynn Resotts, Limited are
periodically sent to a Universal Entertainment email address.'?

B. Nevada Gaming Regulations and Wynn Resorts Policies

The question of whether or not a gaming licensee or licensee applicant is deemed
“suitable” in Nevada is answered by reviewing the Nevada Revised Statutes (“NRS”) in
conjunction with the regulations promulgated by the Nevada Gaming Commission (“NGC”),
which is empowered by the NRS."

1. Legislative Authority

The standard for determining suitability is found in Section 463.170 of the NRS.
Paragraph (2) of the NRS 463.170, entitled Qualifications for license, finding of suitability or
approval; regulations, provides that the person seeking a license or a suitability determination is
subject to the following considerations: “[a]n application to receive a license or be found suitable
must not be granted unless the Commission is satisfied that the applicant is: (a) A person of good
character, 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 gaming. . ..” In addition, paragraph (3) provides in pertinent
part “[a] license to operate a gaming establishment or an inter-casino linked system must not be
granted unless the applicant has satisfied the Commission that: (a) [t]he applicant has adequate
business probity, competence and experience, in gaming or generally. . ..”

The Nevada Gaming Commission Regulations (*“Nevada Gaming Regulations”) are also
relevant to the conditions placed upon suitability. According to Section 3.080 of the Nevada
Gaming Regulations, entitled Unsuitable affiliates, “[t]he commissicn may deny, revoke,
suspend, limit, condition or restrict any registration or finding of suitability or application
therefor upon the same grounds as it may take such action with respect to licenses, licensees and
licensing; without exclusion of any other grounds.” Paragraph (1) of Section 3.090, entitled

2 1n a Wynn Resorts Memorandum to File from the Corporate Accounting department, dated January 10, 2012, the
“invoice[s] and all support documentation are emailed to kimiko.okamura@hq.universal-777.com,
takashi.usami@hg.universal-777.com and iwayama.hidetsugu@hg.universal-777.com on the 5% of each month for
the prior month [sic] activity.” [See Appendix]

13 For further advice regarding suitability, please consult directly with David Arrajj, Esq. and/or see Memo dated
December 9, 2011 from Kate Lowenhar-Fisher, Esq. and Jamie L. Thalgott, Esq. to David Arrajj, Esq. re
Associations and the Suitability Analysis. [See Appendix]
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Standards for commission action, provides in pertinent part that *“[n]o license, registration,
finding of suitability, or approval shall be granted unless and until the applicant has satisfied the
commission that the applicant: (a) Is a person of good character, honesty, and integrity; (b) Is a
person whose background, reputation and associations will not result in adverse publicity for the
State of Nevada and its gaming industry; and {(¢) Has adequate business competence and
experience for the role or position for which application is made.”

2. Underlying Corporate Documents of Wynn Resorts

The Second Amended and Restated Articles of Incorporation of Wynn Resorts, Limited
(filed September 16, 2002) also provide for standards that seek to define an “Unsuitable Person.”
As set forth on page 8 of the Articles of Incorporation, the phrase Unsuitable Person “shall mean
a Person who . . . in the sole discretion of the board of directors of the Corporation. is deemed
likely to jeopardize the Corporation’s or any Affiliated Company’s application for, receipt of
approval for, right to the use of, or entitlement to, any Gaming License.” (Emphasis added.)

Finally, the Amended and Restated Gaming and Compliance Program of Wynn Resorts,
Limited (adopted as of July 29, 2010) defines an Unsuitable person as a “[p]erson (i) who has
been denied licensing or other related approvals by a Gaming Authority on the grounds of
unsuitability or who has been determined to be unsuitable to be associated with a gaming
enterprise by a Gaming Authority; or (ii) that the Company determines is unqualified as a
business associate of the Company or its Affiliates based on, without limitation, that Person’s
antecedents, associations, financial practices, financial condition or business probity.”

In the event of a finding of unsuitability, there are provisions within the aforementioned
corporate documents that provide for a resolution post determination. Specifically, on page 6 of
the Second Amended and Restated Articles of Incorporation of Wynn Resorts, Limited, the
Articles state in pertinent part, “[t]he Securities Owned or Controlled by an Unsuitable Person or
an Affiliate of an Unsuitable Person shall be subject to redemption by the Corporation, out of
funds legally available therefor, by action of the board of directors, to the extent required by the
Gaming Authority making the determination of unsuitability or to the extent deemed necessary
or advisable by the board of directors. [f a Gaming Authority requires the Corporation, or the
board of directors deems it necessary or advisable, to redeem any such Securities, the
Corporation shall give a Redemption Notice to the Unsuitable Person or its Affiliate and shall
purchase on the Redemption Date the number of shares of the Securities specified in the
Redemption Notice for the Price set forth in the Redemption Notice. . . .” The Articles provide
further guidance as to the terms of the redemption.

In addition, according to Section 3.6 of the Fourth Amended and Restated Bylaws,
effective as of November 13, 2006, the removal of a director is premised upon “. . . the
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affirmative vote of the holders of not less than two-thirds (2/3) of the voting power of the issued
and outstanding stock of the Corporation entitled to vote generally in the election of directors
(voting as a single class). .. .” Resignation is also listed as an option “upon giving written
notice, unless the notice specifies a later time for effectiveness of such resignation, to the
chairman of the board, if any, the president or secretary, or in the absence of all of them, any
other officer.”

C. Wynn Resorts Code of Business Ethics

Wynn Resorts first adopted a Code of Business Conduct and Ethics on May 4, 2004. The
document defines itself as “a statement of policies for the individual and business conduct of the
Company’s employees and Directors . . . .”'* There are two sections of the Code that are
relevant to this investigation: (i) conflict of interest and (ii) interaction with government officials.
The sections are included below for reference purposes.

1. Conflict of Interest:

"A Conflict of interest occurs when your private interests interfere, or even appear to interfere,
with the interests of the Company. A conflict situation can arise when you take actions or have
interests that make it difficult for you to perform your Company work objectively and
effectively. Your obligation to conduct the Company's business in an honest and ethical manner
includes the ethical handling of actual, apparent and potential conflicts of interest between
personal and business relationships. This includes full disclosure of any actual, apparent or
potential conflicts of interest as set forth below.

Special rules apply to executive officers and Directors who engage in conduct that creates an
actual, apparent or potential conflict of interest. Before engaging in any such conduct, executive
officers and Directors must make full disclosure of all facts and circumstances to the Corporate
Secretary, who shall inform and seek the prior approval of the Audit Committee of the Board of
Directors."

2. Interacting with Government:

Prohibition on Gifts to Government Officials and Emplovees

"Different governments have different laws restricting gifts, including meals, entertainment,
transportation and lodging, that may be provided to government officials and government
employees. You are prohibited from providing gifts, meals or anything of value to government
officials or employees or members of their families in connection with Company business
without prior written approval from the Compliance Officer."

¥ Wynn Resorts Cade of Business Conduct and Ethics dated May 4, 2004, page 7. [See Appendix]
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Bribery of Government Officials

"The Company's Policy Regarding Payments to Foreign Officials, the U.S. Foreign Corrupt
Practices Act (the "FCPA"), and the laws of many other countries prohibit the Company and its
officers, employees and agents from giving or offering to give money or anything of value to a
foreign official, a foreign political party, a party official or a candidate for political office in
order to influence official acts or decisions of that person or entity, to obtain or retain business,
or to secure any improper advantage. Please refer to the Company's Policy Regarding Payments
to Foreign Officials for more details regarding prohibited payments to foreign government
officials.”

Discipline for Violations:

“The Company intends to use every reasonable effort to prevent the occurrence of conduct not in
compliance with its Code and to halt any such conduct that may occur as soon as reasonably
possible after its discovery. Subject to applicable laws and agreements, Company personnel who
violate this Code and other Company policies and procedures may be subject to disciplinary
action, up to and including discharge.” (Emphasis added.)

The Code has since been revised twice, once in 2009 and then again on November 1, 2011.
Although the above sections have been expanded in these later editions, for the purpose of this
investigation and the dates in question the substance has remained basically the same and the
FCPA has continued to be a point of emphasis,

V. Report of Investigation

1. Mr. Okada’s Attitude Toward Wynn Resorts Compliance Requirements

Mr. Okada’s prima facie violations of FCPA, involving both his government regulators in
the Philippines and possibly in Korea, do not appear to be accidental or based upon a
misunderstanding of anti-bribery laws. Conversely, despite being advised by fellow Wynn
Resorts Board members and Wynn Resorts counsel that payments and gifts to foreign
government officials are strictly prohibited, Mr. Okada has insisted that there is nothing wrong
with this practice in Asian countries. Mr. Okada has stated his personal rejection of Wynn
Resorts anti-bribery rules and regulations, as well as legal prohibitions against making such
payments to government officials, to fellow Wynn Resorts Board members.

In a February 24, 2011 Wynn Resorts Board of Directors (“Board’) meeting at which Mr.
Okada was present, after a lengthy discussion by the Board of the FCPA," including specifically
the Universal project in the Philippines and potential Wynn Resorts’ involvement, “[t]he

'S In an email from Kim Sinatra to Michiaki Tanaka, dated February 26, 2011, Ms, Sinatra referenced a meeting
with Mr. Okada in which she furnished FCPA policy and training materials and reiterated the importance of strict
compliance with the FCPA, [See Appendix]
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independent members of the board unanimously advised management that any involvement [by
Wynn Resorts] in the Philippines under the current circumstances was inadvisable.”'® During
this discussion, Mr, Okada challenged the other board members over statements regarding the
impermissibility under the FCPA of giving gifts abroad in return for favorable treatment, and
made statements about hiring “third party consultants” to give gifts to officials."’

One board member recalled Mr, Okada stating that, in Asia, one must follow the local
culture, and that is why one should hire “consultants” to give the gifts.'® This board member
understood Mr. Okada to mean that such use of consultants would help avoid prosecution under
the FCPA. Another board member who was present recalled Mr. Okada stating that conducting
business in the Philippines was all a matter of “hiring the right people” to pay other people. '
Yet another board member recalled Mr. Okada being “adamant” during the FCPA discussion that
it is not corrupt to give “gifts.”*® A board member who participated in the meeting by phone
recalled Mr. Okada claiming that, in the Philippines, “business is done in a different manner, and
sometimes you have an ‘intermediary’ that will do whatever he has to do,” or words to that
effect.?! A different board member recalled being “shocked” by the contradiction between two
of Mr. Okada’s statements during this discussion.” Early in the discussion, Mr. Okada
explained that there were no longer corruption issues in the Philippines with the new
administration. However, Mr. Okada subsequently stated, in effect, that while he himself would
not pay bribes, he would “hire someone else” to bribe the necessary person.

Pursuant to a chain of emails reviewed by FSS, commencing with an email on August 4,
2011 from Roxane Peper, Director of Intellectual Property and Corporate Records, to each of the
board members (or their representatives), and ending with an email from Ms. Peper to Kevin
Tourek, Senior Vice President and Corporate Counsel, on October 26, 2011, the following is
clear:®

B All board members were notified of upcoming FCPA training/board meeting set for
October 31 —November 1, 2011 and asked to confirm attendance by August 31, 2011.

B Mr. Okada, through two of his representatives, was emailed at least three (3) separate
times before Shinobu Noda, his assistant, sent an email on September 15, 2011
confirming that Mr. Okada would attend.

'® Minutes of Wynn Resorts Board of Directors meeting, February 24, 2011, p.3. [See Appendix]
'7 Interview of Steve Wynn, November 7, 2011.

'® Interview of Robert J. Miller, December 16, 2011.

' Interview of Alvin V. Shoemaker, December 20, 2011.

2 Interview of Marc D. Schorr, December 20, 2011,

2! Interview of Allan Zeman, December 21, 2011,

# Interview of D, Boone Wayson, December 20, 2011,

> See emails from Roxane Peper to Kevin Tourek on October 26, 2011. [See Appendix]
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Subsequent to the confirmation, Ms. Peper received an email from Ms. Noda on October
25,2011. Ms. Noda stated that the email contained a message to Kim Sinatra, Senior Vice
President and General Counsel of Wynn Resorts, from Mr. Okada.?* This part of the message
was entirely in Japanese and had to be translated. Mr. Okada asked for the FCPA training
materials to be provided in Japanese. He also stated that he would be arriving on “Monday
[October 3177, which was the day the FCPA training was to commence. He asked if the training
could be held after the board meeting or rescheduled. Kim Sinatra sent a response to Ms. Noda
via email on October 25, 2011 thanking Mr. Okada for the note and stating further that the FCPA
training materials had been translated and would be provided to him via email and that Wynn
Resorts had made further arrangements to have the FCPA live training translated to Japanese via
simultaneous translation.” She also stated that the date of the training could not be rescheduled
because it had been planned around his previous confirmation and that outside counsel was
coming to Las Vegas to provide the training.

Mr. Okada failed to attend the training on October 31, 2011. He was the only member of
the board not in attendance (all others attended in person or via telephone dial-in as evidenced
via a sign-in sheet).”

2. Gaming Establishment in the Philippines

Evidence obtained in the course of the investigation establishes that Mr. Okada, his
associates and companies, may have arranged and manipulated the ownership and management
of legal entities in the Philippines under his control, in a manner that may have enabled the
evasion of Philippine constitutional and statutory requirements. It is also noted that Mr. Okada’s
two principal Philippine corporations, Eagle 1 Landholdings, Inc. and Eagle I1 Holdco, Inc.,
which may have been purposefully created to circumvent Philippine constitutional restrictions on
foreign ownership of land, appear to be closely intertwined with Rodolfo Soriano, Paolo
Bombase and Manuel M. Camacho, who have numerous common ties to former PAGCOR
Chairman Efraim Genuino. For example, with regard to Eagle II Holdco, Inc., as late as 2010,
Platinum Gaming and Entertainment (“Platinum™) had acquired 60% of its shares. According to
a dated filing by Platinum on file with the Philippine SEC, Rodolfo Sortano controlled 20% of
Platinum at the time of its incorporation. Mr. Soriano, referred to by attorney Camacho as a “bag
man” for then-Chairman Genuino, is a former PAGCOR consultant and respondent in PAGCOR
corruption referrals (see page 15 infra). Similarly, Paolo Bombase, an officer, director and
nominal shareholder of Eagle | Landholding, Inc. and Eagle II Holdco., Inc. has a 1.25% share of
Ophiuchus Real Properties Corp. This Ophiuchus entity is 15% owned by a Philippine company
named SEAA Corp. In turn, SEAA is the family-controlled company of former PAGCOR
Chairman Efraim Genuino. At this time, the significance of this interlocking shareholder link

* See email from Shinobu Noda to Roxane Peper dated October 25, 2011, [See Appendix]
% See email from Kim Sinatra to Shinobu Noda dated October 25, 2011, [See Appendix]
26 See FCPA Training Sign-In sheet dated October 31, 2011. [See Appendix]
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between Mr. Okada, his former Philippine gaming regulator, and the regulator’s associates is not
known.

A. Corporate Links between Mr. Okada’s Business Interests and Those of
Philippine Government Officials

Close associates and consultants of the former Genuino PAGCOR administration
eventually attained positions as corporate officers, directors and/or nominal shareholders in legal
entities controlled by Mr, Okada, and, in some cases, served as links between the business
interests of Mr. Okada and those of former PAGCOR chairman Efraim Genuino and members of
Genuino’s immediate family.

In order to better understand the interrelationships among corporate entities in the
Philippines controlled by Mr. Okada and those controlled by PAGCOR officials and their
associates, FSS requested the Philippines law firm of M. M. Lazaro & Associates (*Lazaro”) to
produce a study of this issue.”’ Drawing upon official records obtained from the Philippines
Securities and Exchange Commission, Lazaro produced an analysis of the relationships created
by the ownership and control structures of these entities.”® The chart below, extracted from that
analysis, illustrates these relationships in schematic form.

%7 Manuel Lazaro was formerly a government corporate counsel with the rank and privileges of a Philippine
presiding justice, court of appeals, who FSS retained to assist in the investigation and to advise on certain aspects of
Philippine law. [See Appendix]

% The complete Lazaro PPT is attached to this report. [See Appendix]
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Tiger Re mt& Leisure and Entertainment, nc. (“Tiger™ was incorporated in the
Philippines on Jupe 13, 20087 lts primary purpose was stated as;

To acqguire, own, mainain, operate and/or manage hotels (city and resort), inns,
apartments, private clubs, pension houses, convention halls, lodging houses,
restaurants, cockiail bars, and any and all services and facilities related or incident
thereto, ™
Tiger is predominantly owned by Araze USA, e’ in August 2008, PAGCOR granted Tigera
Provisional Licensing A-ﬁmament to operate a gaming establishment in the Enfertainment City
Manila Zone, An official of the current PAGCOR ddrmnskimtmn told FSS in December 2011
that PAGCOR was cunrently a*eexm‘mmng this license.™

* Ar‘tic,ics of Incorpotation of Tiger. See Appendix]
“Jld {Sbc Appendix]

OIS of Tiger, 2010, {See Appondiy]
H ( ‘ombined interview of Jay Daniel R. Santiage and Thadeo Fraocis P, Hemandp, on December 12, 2011, |t

should be noled that after the interview with Sanijage and Hernapdo, FSS along with its Philippine counsed, for

purposes of this nvestigation, formally requested a copy of the Provisional Licensing Agreement from PAGCOR, ay

wistl as other related documents. On the sarme date thal the formal reguest was made, PAGCOR refused to supply a
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Eagle I Landholdings, Inc. (“Eagle I"") was incorporated in the Philippines on May 16,
2008 with 5 partners of the Philippines law firm Sycip Salazar Gatmaitan (*Sycip”) as the
shareholders, directors and officers.”> By certification on September 5, 2008, the original
shareholders were all replaced by, among others, Eagle 11 Holdco, Inc. (“Eagle II”), with
approximately 60% ownership. Eagle II maintained this percentage of ownership of Eagle 1
through the filing of the latest available General Information Statement (“GIS”) for the year
2010.%* Eagle I's 2009 GIS, filed September 17, 2009, indicates that Paolo Bombase, Manuel
N. Camacho and Rodolfo V. Soriano (whose associations with PAGCOR and Mr. Genuino are
explained below) all had become officers/directors and nominal stockholders of Eagle I; they
retained this status through the filing of the latest GIS for Eagle 1.>> Aruze USA, Inc. first
appears as the owner of approximately 40% of Eagle I as of the 2010 GIS, owning the share
previously owned by Molly Investments Cooperative UA (“Molly™).*®

Eagle II’s filings with the Philippines Securities and Exchange Commission indicate a
history similar to that of Eagle I. Incorporated on May 19, 2008 by the same 5 Sycip partners,”’
Eagle 11 reflected the acquisition of approximately 60% of its shares by Platinum Gaming &
Entertainment Corp. (“Platinum™) on its GIS filed September 17, 2009, with Platinum owning
the same percentage as of the 2010 GIS.>* The same filings reflect the appearance--in 2009 and
continuing through the 2010 filing--of Messrs. Camacho, Soriano and Bombase as
officers/directors and nominal shareholders, In 2010 Aruze USA, Inc. appears with the 40%
shareholding that was attributed to Molly in 2009.”

Platinum was incorporated in the Philippines on November 21, 2001, with a Certificate of
Filing of Amended Articles of Incorporation (“AOI”) issued by the Philippines Securities and
Exchange Commission on June 10, 2002.*° Platinum has no GIS on file with the Philippines
Securities and Exchange Commission, and the only corporate document filed besides the Articles
of Incorporation is the 2004 Financial Statement. The latest information on file lists Mr.

copy of Tiger’s Provisional Licensing Agreement, saying that they were bound by a non-disclosure clause. That
refusal was signed by Francis P. Hernando, who is identified below as a PAGCOR employee, who stayed in Wynn
Macau in June 2011 and had US 709.72 of expenses paid for by the Aruze City Ledger account. See Letter of
Request and Letter of Refusal. [See Appendix]

 Articles of Incorporation of Eagle I. [See Appendix]

3% GIS of Eagle I for years 2009 and 2010. [See Appendix] A GIS is required to be filed on an annual basis
according to Section 141 of the Corporation Code of the Philippines. [See Appendix]

% Ibid. [See Appendix]

% Ibid. [See Appendix]; FSS has determined Molly to be a wholly owned subsidiary of Aruze Corp. See
http://www.universal-777.com/en/ir/ir_lib/material/annual 200811 19.pdf, page 32.

37 Articles of Incorporation of Eagle I1. [See Appendix]

%8 GIS of Eagle II, years 2009-2010. [See Appendix]

% GIS of Eagle I1, 2010. [See Appendix]

“ Articles of Incorporation of Platinum, as amended June 10, 2002, [See Appendix]
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Soriano, a former PAGCOR consultant, as a director/officer and a 20% shareholder in
Platinum.*!

Messrs. Camacho, Bombase and Soriano are all directly associated with former
PAGCOR Chairman Genuino in significant ways. Mr. Camacho is an attorney and a principal of
the Manila law firm Camacho & Associates. He was for a time in a law partnership with Mr.,
Genuino’s son, Erwin Genuino.¥ Mr. Camacho traveled to Japan with Mr. Soriano at then
PAGCOR Chairman Genuino’s behest, to meet with Mr. Okada and other representatives of
Aruze. This meeting resulted in Mr. Camacho’s firm replacing Sycip in representing Aruze with
respect to the development of the project in Entertainment City Manila.”

Sometime subsequent to this meeting, Aruze wired retainer funds to the bank account of
Mr, Camacho’s firm, an account controlled jointly by Mr. Camacho and Erwin Genuino. Later,
Mr. Camacho discovered that all or most of these funds had been withdrawn by Erwin Genuino.
When he questioned this withdrawal, he was eventually told by Mr. Soriano and/or then
PAGCOR Chairman Genuino that the funds had been withdrawn to be used as a “cash payoff” to
the mayor of the municipality in which the Entertainment City Manila project is located, in order
to facilitate approval of the use of some plots of land to build roads needed for Mr. Okada’s
casino project. Mr. Camacho claims to have had a falling out with Erwin Genuino and Mr.
Soriano, and to be involved currently in a lawsuit against Erwin Genuino over the dissolution of
their law partnership.*® Erwin Genuino is named as a respondent, along with former PAGCOR
Chairman Genuino, in two sworn corruption referrals (“PAGCOR Referrals™) filed with the
Republic of the Philippines Department of Justice (“DOJ”) in the summer of 2011 by the current
PAGCOR Administration.*’

Mr. Bombase, also an attorney, is an officer/director and shareholder of Ophiuchus Real
Properties Corporation (“Ophiuchus™), incorporated in April 201 1.% According to its 2011 GIS,
Ophiuchus was 15% owned by SEAA Corporation (“SEAA”).Y SEAA, which was registered
with the Philippine SEC on December 3, 1997, is, according to its 2011 GIS, 100% owned by
members of former PAGCOR Chairman Genuino’s immediate family.* The Articles of

"' M. M., Lazaro & Associates, “Aruze Corporations in the Philippines and ‘Related’ Corporations”, p. 18. [See
Appendix]

*2 Interview of M. Camacho, December 13, 2011.

* In his discussion with FSS, Mr. Camacho referred to the firm only as "Aruze,” not further defined.

“ Although Mr. Camacho, who is in his seventies, failed to recall some details of his dealings with Mr. Genuino and
MTr. Soriano, FSS credits the general account given by him during the December 13, 2011 interview.

% See PAGCOR Referrals. [See Appendix]

% Articles of Incorporation of Ophiuchus. [See Appendix]

7 GIS of Ophiuchus, 2011, [See Appendix]

* GIS of SEAA, 2011. [See Appendix]
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Incorporation of Ophiuchus also list Emilio Marcelo as an officer/director and shareholder.*
Mr. Marcelo is named as a respondent in the PAGCOR Referrals.™

Mr. Soriano is a former PAGCOR consultant, named by Mr. Camacho as a close business
associate and “bag man” for Mr. Genuino.”' Mr. Soriano is also named as a respondent in the
PAGCOR Referrals.®® As of the latest information filed with the Philippines Securities and
Exchange Commission in 2002, Mr. Soriano was a 20% shareholder and an officer/director of
Platinum,” identified above as a 60% shareholder in Eagle I1. If Mr. Soriano still held the same
stake in Platinum when it acquired its share of Eagle II in 2009, then he became an effective
owner of 12% of Eagle II and approximately 7% in Eagle .

B. Apparent Evasion of Republic of Philippines Legal Requirements

As described in the preceding section, Mr. Okada caused various legal entities to be
incorporated in the Philippines, in order to develop his casino resort project there, over time
replacing the original incorporating Filipino shareholders with combinations of foreign
shareholders affiliated with or controlled by him and associates of then-PAGCOR Chairman
Genuino. As discussed below, there are constitutional and statutory requirements in the
Republic of the Philippines requiring that purchasers of land be Philippines citizens or Filipino-
owned legal entities, and that legal entities conducting business in the Philippines, with certain
exceptions, be at least 60% Filipino owned.

In 2008, Eagle I purchased various tracts of land near Manila Bay totaling approximately
30 hectares at a total price of PHP 13,527,637,941.00 (approximately US 314,953,000.00) for the
development of the project in Entertainment City Manila.”*

At FSS’ request, Lazaro prepared an analysis and opinion on the validity of Eagle I's
ownership of these properties, in light of the aforementioned provisions of the Philippines
Constitution and applicable statutes.”® The analysis included a detailed review of the ownership
and capitalization of Eagle [ and associated entities described in the preceding section. The
following is a summary of pertinent findings of the Lazaro analysis.

* Articles of Incorporation of Ophiuchus. [See Appendix]

5¢ See PAGCOR Referrals. [See Appendix]

5) Interview of M. Camacho, Dec 13, 2011.

%2 See PAGCOR Referrals. [See Appendix]

>3 Articles of Incorporation of Platinum, as amended June 10, 2002. The 2001 Articles of Incorporation list four (4)
additional 20% shareholders, identified as Filipino nationals. Because Platinum has not filed a GIS since 2002, the
current ownership and control of Platinum is unknown. [See Appendix]

**Numbered Transfer Certificates of Title (“TCT™) for Eagle I purchase of land tracts in Parafiaque City, Philippines,
dated August 19, 2008. [See Appendix]

> M. M. Lazaro & Associates, Memo re “Validity of Eagle I’s Ownership of Real Estate Properties” (“Ownership
Memo™), Jan 2012. [See Appendix]
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A review of the 2009 Financial Statement of Eagle I disclosed that the funds used to
purchase the land tracts appear to have been advanced by Molly.*

Platinum, the 59.99% owner of Eagle I1, has filed no records with the Philippines
Securities and Exchange Commission indicating that its paid-in capital ever increased beyond the
original PHP 62,500, despite its amended Articles of Incorporation indicating that its authorized
capital stock was increased from the initial PHP 1,000,000.00 to PHP 24,000,000.00.>" Nor is it

known today what person(s) or entities have controlled Platinum since incorporation in 2001.

The 1987 Constitution of the Philippines requires that only Philippines citizens or
corporations with at least 60% of their capital stock owned by Filipinos are qualified to acquire
land in the Philippines.”® The Philippines Foreign Investment Act further requires that for a
corporation to be considered a Philippines national, at least 60% of its capital stock outstanding
and entitled to vote must be owned and held by citizens of the Philippines.”

Whenever facts or circumstances create doubt as to whether the ownership of 60% of a
corporation is truly Filipino, Philippines Securities and Exchange Commission case law has held
that a stringent examination of the true ownership of the voting stock of the subject corporation
and of the true ownership of the voting stock of all successive layers of corporate ownership

should be conducted. The application of this stringent standard is known as the “Grandfather
Rule.”®

Serious doubts are therefore raised about the actual Filipino equity of Eagle 1, because of
the appearance that Eagle I and Eagle 11 were created purposely to “...circumvent the
constitutional restriction on foreign ownership of land.”' Lazaro bases this assertion on its
conclusion that “,..Platinum appears to be merely a shell corporation used to satisfy the Filipino
equity requirement.”®® Application of the Grandfather Rule would therefore be appropriate.

Applying the Grandfather Rule, Lazaro calculates the true percentage of Filipino versus
foreign equity in Eagle I as illustrated in the following table:*’

* Ibid, p. 2. [See Appendix]

*7 Ibid, pp. 5-6. [See Appendix]

*® Ibid, p. 8. [See Appendix]

* Ibid, pp. 9-10. [See Appendix]
% Ibid, pp. 11-14. [See Appendix]
°! Ibid, p. 14. [See Appendix]

52 Ibid, pp. 14-15. [See Appendix]
% Ibid, p. 15. [See Appendix]
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Total Total
. : Filipino Foreign
Shareholder | Direct Indirect . ,
investment | investment
in Eagle I in Eagle I
24%
Aruze USA | 20700 | (40% of 60% total 64%
Eaglel | holdings of Eagle I
in Eagle I)
36%
Platinum* (60% of 60% total 36%
holdings of Eagle II
in Eagle I)

*As noted above, Platinum has failed to file its annually required GIS with the Philippine SEC
since its inception in 2001. The calculations in the above table prepared by Lazaro assume the
“best case” scenario (for Platinum), i.e., that it is a truly 100% Filipino-owned corporation. If
Platinum’s actual Filipino ownership is less than 100%, then the percentage of Filipino
investment in Eagle I would be correspondingly even less than calculated in the table.

Lazaro concludes that .. .the foregoing shareholder structure appears to have been
formulated by the parties as a legal scheme to justify the qualification of Eagle I to own real
estate properties. The scheme employed...gives Aruze USA, Inc....a convenient vehicle to
justify its ownership...in circumvention of the constitutional restriction on the foreign ownership
of land.”®* Lazaro goes on to conclude that the apparent shareholder structuring scheme outlined
above may also constitute a violation of Commonwealth Act No. 108, commonly known in the
Philippines as the “Anti-Dummy Law.”® If convicted of a violation of this law, stockholders of
Platinum and of Aruze USA, Inc. who profited from the scheme would face a sentence of
imprisonment of not less than five years nor more than fifteen years.®

From the foregoing discussion, there is substantial evidence and credible legal opinion
indicating that the ownership structure of Eagle I and Eagle II may subject Mr. Okada, along
with his associates and companies, to civil as well as criminal sanctions under Philippine law.

% Ibid, p. 16. [See Appendix]
% Ibid, pp. 16-17. [See Appendix]
% Ibid, p. 17. [See Appendix]
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3. Apparent FCPA Violations Regarding Philippine PAGCOR Officials at Wynn
Resort Properties

FSS has reviewed records of the Aruze City Ledger Account, through which Mr. Okada
and Universal charge expenses for lodging, entertainment and other incidentals incurred at Wynn
Resorts facilities against funds deposited into the account by Universal, and available underlying
documentation furnished by Wynn Resorts management. The table below highlights thirty-six
(36) separate instances, from May, 2008, through June 2011 (more than a three (3) year period),
when Mr. Okada, his associates and companies made payments exceeding US 110,000, which
directly benefitted senior PAGCOR officials, including two chairmen and their family members.

Name Relationship to Location(s) and Total Charged to
PAGCOR/Phil. Date(s) of Stay(s) | Aruze City Ledger
Gov’t. Account (in US)
Efraim C. Former PAGCOR WM June 6-9 1,870.64
Genuino Chairman (February 2010
2001 to June 30,
2010)
Cristino L. PAGCOR Chairman | WM Sep 22-26 See Suzzanne
Naguiat Jr. (July 2, 2010 to 2010 Bangsil”’
Present)
WLV Nov 135-20 5,380.86
2010
WM June 6-10 3,909.80
2011
Dinner (Naguiat Chairman WM Sep 24 2010 1,673.07
Party) (PAGCOR) (Hosted by and
charged to Kazuo
Okada)
Maria Teresa Wife of PAGCOR WM June 6-10 1,039.31
Socorro Naguiat | Chairman Cristino 2011
L.. Naguiat Jr.
Suzzanne Wife of Rogelio WM Sep 22-26 50,523.22
Bangsil®® Bangsil, PAGCOR 2010
Jose Miguel Husband of former | WLV Nov 12-17 4,642.40

%7 Chairman Naguiat did not identify himself and Mr. Okada’s representatives insisted that his stay there be
“Incognito.” Accordingly, the bulk of the charges for the trip are reflected on the City Ledger Account as

attributable to “Suzzanne Bangsil,” the wife of Rogelio Bangsil, a senior PAGCOR official and Chairman Naguiat’s
employee. However, interviews, photo identifications and documentary evidence clearly establish that Chairman
Naguiat was the “Incognito™ guest and the direct beneficiary of these payments.

* Investigation has in fact determined that Chairman Naguiat was registered as an “Incognito” VIP guest under
Suzzanne Bangsil’s reservation. Therefore, this US 50,523.22 was paid for Chairman Naguiat’s benefit.
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“Mike” Arroyo Philippines 2009
President Gloria M.
Arroyo (Jan 20 2001
— June 20 2010)
Imelda PAGCOR Board WM June 8-10 891.44
Dimaporo Member 2010
Philip Lo PAGCOR Board WLV April 29 1,755.25
Member 2009 — May 3
2009
Manuel Roxas PAGCOR Board | WLV April 2009” 253.75
Member
WLV April 29 1,686.95
2009 — May 3
2009
Susan Vargas PAGCOR Board WM June 8-10 480.17
Member 2010
Jose Tanjuatco PAGCOR Board WLV Nov 15-18 2,148.57
Member (July 19 2010
2010 to Present)
Rogelio J. B. | Officer in Charge of | WM Sep 24-26 1,149.04
Bangsil PAGCOR Gaming 2010
Department
WM June 6-12 2,955.23
2011
Rodolfo Soriano PAGCOR WM June 3-7 1,186.08
Consultant 2008
WLV Nov 12-17 4,228.00
2009
WM June 7-10 1,104.06
2010
WM Aug 18 2010 368.06
Olivia Soriano | Relative of Rodolfo | WLV May 2008 975.55
Soriano
Anthony F. Son of Efraim C. WLV Sep. 2008 2,386.26
“Ton” Genuino; Mayor of
Genuino™ Los Bafios (2010 to
Present)
WLV Oct 2008 2,326.49
Rafael Francisco | PAGCOR COOand | WLV Nov 12-17 4,360.16
President 2009
WM June 7-11 935.21
2010

* When the “Dates of Stay” in this table were not readily available, the month and year that the charges were
entered in the City Ledger Account are used.

0 See PAGCOR Referrals (Anthony Genuino is named as a respondent). [See Appendix]
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Emelio Marcello PAGCOR WLV Nov 12-17 1,181.60
Consultant 2009
WM June 7-9 471.51
2010
Carlos Bautista | PAGCOR VP Legal WM June 6-10 1,049.69
2010
Mario Cornista PAGCOR WM June 7-9 600.02
Consultant 2010
Rene Figueroa | PAGCOR Executive | WM June 7-10 646.76
VP 2010
Ernesto PAGCOR Executive WM June 7-10 797.17
Francisco Committee and 2010
Casino General
Manager
Edward King PAGCOR VP WM June 7-10 767.71
Corporate 2010
Communications
Transportation PAGCOR WM Aug 2010 462.42
Delegation
Jeffrey Opinion | Member of Naguiat WM Sep 24-26 906.61
Party 2010
Ed de Guzman | PAGCOR Executive WM Jun 6-12 3,421.79
Committee, AVP 2011
Slots
Gabriel Guzman | Probable relative of WM Jun 6-12 1,391.71
Ed de Guzman (had 2011
adjoining room)
(Thadeo) PAGCOR VP, WM Jun 8-10 709.72
Francis P. Licensed Casino 2011
Hernando’' Development Dept.
TOTAL 110,636.36

The total in the above table represents charges from the Aruze City Ledger Account that
are readily identifiable as incurred directly by officials and consultants of PAGCOR,” their
family members and close associates, including Jose Miguel Arroyo, the then-First Gentleman of
the Republic of the Philippines, husband of Philippine President Gloria Arroyo. Through a
review of the Aruze City Ledger Account for statement periods March 2008 through November
2011, FSS has calculated that total charges to the account for that period, attributable to

" This is the same PAGCOR official who denied the FSS request for documents in December 2011, including a
copy of the Provisional License Agreement. See footnote 31.

2 In order to establish the PAGCOR affiliation of some of the individuals listed in this chart, various sources were
consulted, including the PAGCOR website, internet news articles and the PAGCOR Referrals.
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PAGCOR officials, employees, consultants, their associates and family members, exceed USD
110,000.”

FSS investigators interviewed members of the Wynn Macau management team, who
furnished the following relevant information regarding a visit to that property in September 2010
by then and current PAGCOR Chairman and CEO Cristino L. Naguiat, Jr., his wife, three
children, nanny and other PAGCOR officials, whose four-day stay at Wynn Macau was paid for
via the Aruze City Ledger Account:

B September 20, 2010: Yoshiyuki Shoji of Universal, in an e-mail to Angela Lai of
Wynn Macau, requests reservations for “Rogelio Bangsil (Guest Representative) &
Others.” Mr. Shoji requests Encore Suite or “more gorgeous room, such as Villa,”
and “the best butler” for unnamed person in group, who is “VIP for Universal.” Mr.
Shoji states that guests other than Bangsil should not be registered, that all charges
should be posted to Universal’s City Ledger,”* and that “Mr. Okada would like them
to experience the best accommodations and services at Wynn Macau.”” The
communication makes no reference to PAGCOR or the government affiliation of the
guests.

B September 20, 2010: In an e-mail to Wynn Macau President lan Coughlan and
others, Ms. Lai informs Mr. Coughlan of the reservation and that checks of websites
indicate that Mr. Bangsil is in charge of PAGCOR’s gaming department.”

B September 20, 2010: In an e-mail to Mr. Shoji, Ms. Lai advises that Wynn Macau is
checking on availability of the requested upgrade and that Macau law requires that all
room occupants be registered, and requests that all guest names be furnished in
advance of or at the time of registration.”

B September 22, 2010: In an e-mail to Wynn Macau President [an Coughlan, Wynn
Macau Senior Vice-President — Legal Jay M. Schall advises Mr. Coughlan of

7 See City Ledger Account. [See Appendix]
™ When Mr. Shoji set up the City Ledger Account for Mr. Okada in 2008, he asked whether the customer name and
amount paid would be made public. He was advised that such information would not become public. Email
response from Kim Sinatra to Shoji, dated February 8, 2008. [See Appendix]
™S E-mail from Y. Shoji to A. Lai, September 20, 2010 [See Appendix]; interview of A. Lai, January 4, 2012.
7 E-mail from A. Laito 1. Coughlan, September 20, 2011 [See Appendix]; interview of A. Lai, January 4, 2012;
interview of I. Coughlan, December 29, 2011, It should be noted that according to an article in Manilatimes.net,
published February 2, 2012, Rogelio Bangsil has recently been transferred to the PAGCOR international marketing
department after a probe that found the government losing PHP 160 million in government run casinos to a Mr. Liu.
;See Appendix]

” E-mail from A. Lai to Y. Shoji, September 20, 2010 [See Appendix]; interview of A. Lai, January 4, 2012.
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PAGCOR’s 100% government ownership and of Mr. Bangsil’s position there. He
writes “Bangsil, the guest of Mr. Okada, is a top five (if not 3) officer.”™

B September 22, 2010 (14:00): Wynn Macau sends 1 Rolls Royce and 1 Elgrand to the
airport, along with Masato Araki, Special Assistant to Mr. Okada; and Kenichiro
Watanabe, another Universal associate, to meet arriving party, who arrived on
Philippine Airline Flight 352 from Manila. They return with Chairman Cristino L.
Naguiat, Rogelio Bangsil and Jeffrey Opinion at 14:45.” Only Mr. Bangsil furnishes
his name upon registration. Ms. Lai and Wynn Macau VIP Services Manager
Beatrice Yeung thereafier checks PAGCOR website and identifies Chairman
Naguiat’s name from his picture there.*® Ms. Yeung’s log and ongoing entries refer
to “[I]ncognito (Mr. Naguiat, Cristino L.).”*'

B Chairman Naguiat occupies Villa 81, the most expensive accommodation at Wynn
Resorts Macau (about 7,000 square feet in size, which then cost about US 6,000 per
day and is mostly reserved for “high rollers”).

W September 22, 2010: the Wynn Encore log book reflects “Incognito (Mr. Naguiat)
stayed in Villa 81 Master Bedroom 1.”%

B September 23, 2010 (10:00): Mr. Araki advises Ms. Yeung that Chairman Naguiat
plans to have lunch with Miss Pansy Ho at MGM.¥

B September 23, 2010 (14:04): Jay Schall sends an email to Wynn Macau corporate
security to check Worldcheck, as a rush job, for Cristino L. Naguiat Jr., Chairman and
Chief Executive Officer of PAGCOR.*

7® E-mail from J. Schall to . Coughlan, September 22, 2010 [See Appendix]; interview of J. Schall, January 3, 2012;
interview of I, Coughlan, December 29, 2011.

” Wynn Macau Manager — Encore Logbook, September 22, 2010, [See Appendix]

® Interviews of Beatrice Yeung, January 4, 2012 and February 1, 2012; interviews of Angela Lai January 4, 2012
and February 2, 2012.

¥ Wynn Macau Manager — Encore Logbook, September 22, 2010. [See Appendix]

%2 Ibid. [See Appendix] During subsequent visits, Chairman Naguiat was identified as “Naguiat,” though he was
identified during his initial visit as “incognito.” The negative inference to be drawn is an attempt to hide the
payment of extremely costly expenses by a corporation connected with a regulated entity. The fact that he had only
recently become chairman may have been a factor in his desire to keep his identity secret.

% Miss Ho is the daughter of Hong-Kong and Macau-based businessman Stanley Ho. Though Nevada gaming
regulators found Miss Ho to be a suitable business partner for MGM Mirage, see
http://www.lvrj.com/business/45462797.htm|, New Jersey regulators recommended that she be found unsuitable as
MGM Mirage’s joint venture partner in Macau, See http://www.newjerseynewsroom.com/state/mgm-mirage-
chooses-pansy-ho-over-atlantic-city. [See Appendix]

* Email from Jay Schall to Peter Barnes of Wynn Macau Corporate Security, dated September 23, 2010. [See
Appendix]
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B September 23, 2010: In an e-mail to Ms. Lai, with a copy to Mr. Okada, Mr. Shoji
requests that a credit of US 5,000 be extended to each person now staying at the Villa
for shopping and gaming, up to a total of US 50,000. According to Mr. Shoji’s email,
the funds are to be advanced by Wynn Macau and charged to the Universal City
Ledger account. ¥

B September 24, 2010 (13:45): MOP 80,000% (approximately US 10,000} is advanced
from the Wynn Macau main cage to a Wynn Macau VIP Services employee (no
longer employed at Wynn Macau), who in turn hands the money to Masato Araki,
special assistant to president of Aruze USA, based upon instructions in the above
referenced e-mail to Ms. Lai. The handover of funds is witnessed by Wynn Encore
manager Alex Kong, The funds are charged to the Universal City Ledger Account.”
MOP 15,000 of this sum is used to pay for a Chanel bag that Chairman Naguiat
requested be purchased for his wife.*

M September 24, 2010 (Approximately 14:00): Mrs. Naguiat, her three children, Mrs.
Bangsil and her daughter arrive at Wynn Macau.

W September 24, 2010 (15:45): Wynn Macau employees meet Mr. Okada and his
assistant, Jun Yoshie, at the airport, transport them to Wynn Macau and escort Mr.
Okada to room 5688.%

W September 24, 2010 (late afternoon): Mr. Coughlan receives a phone message from
Mr. Yoshie that Mr. Okada would like to speak to him. Mr. Coughlan proceeds to an
area near the Wynn Encore reception desk, where he meets Mr. Yoshie and Mr.
Okada. They step into the Cristal Bar to talk, whereupon Mr. Okada, with Mr.
Yoshie interpreting into English, tells Mr. Coughlan that the guests [referring to

8 E-mail from Y. Shoji to A. Lai, September 23, 2010 [See Appendix]; e-mail from B. Yeung to 1. Coughlan,
September 27, 2010 [See Appendix]; interview of B. Yeung, January 4, 2012; Wynn Macau Manager — Encore
Logbook, September 24, 2010.

5 MOP 80,000 was worth approximately US 9,816 at that time.

87 Wynn Macau Manager — Encore Logbook, September 24, 2010 [See Appendix]; Wynn Macau “Miscellaneous
Disbursement” record #013014, dated September 24, 2010 [See Appendix]; e-mail from B. Yeung to I. Coughlan,
September 27, 2010 [See Appendix]; interview of B, Yeung, January 4, 2012; interview of Alex Kong, February 1,
2012,

% Wynn Macau Manager — Encore Logbook, September 24, 2010. [See Appendix]. The Chanel bag was purchased
by a Wynn Macau employee as per instructions by Mr. Araki, who works for Mr. Okada. The Wynn Macau
employee gave the bag, store receipt and change to Mr, Araki to deliver to Mrs. Naguiat. Later, Mr. Araki stated
that Mrs, Naguiat did not like the bag so he would give it to his own wife.

% Wynn Macau Manager — Encore Logbook, September 24, 2010 [See Appendix]; interview of B. Yeung, January
4,2012.
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Chairman Naguiat’s party] are very important to Universal, and that Mr. Okada wants
Mr. Couglan to insure that they are well cared for during their stay.”®

B September 24, 2010 (17:00): Mr. Okada meets Chairman Naguiat (and
approximately thirteen (13)) others in his party) for dinner at Okada Restaurant.”
Mr. Okada hosts the dinner and the bill for $1,673.07 is charged to his room.

W September 25, 2010 (05:45): Wynn Macau employees meet Mr. Okada outside his
room and escort him to a limousine, which transports him to the Macau Ferry
Terminal for 07:00 scheduled ferry departure to Hong Kong International Airport.”

W September 25, 2010: Beatrice Yeung describes in her log book “Movements —
Incognito (Mr. Naguiat, Cristino L) / Mr. Bangsil, Rogelio / Mr. Opinion, Jeffrey
(Mr. Okada’s guests, Villa 81).”%

W September 25, 2010: Mr. Araki requests a second advance of MOP 80,000 for guests
in Villa 81. Ms. Yeung accompanies Mr, Araki to the Main Cage and obtains the
advance for him.>* [This makes a total of MOP 160,000 advanced for the use of
Chairman Naguiat and his party and charged to the Universal City Ledger Account
per Mr. Okada’s orders, as relayed in Mr. Shoji’s e-mail.]

B September 26, 2010 (11:10): Mr. Araki departs the Wynn Macau Encore main
entrance. He hands Ms. Yeung MOP 4100, returning what he says is the remainder
of the two cash advances for Chairman Naguiat’s party.”

B September 26, 2010 (13:15): Chairman Naguiat’s party departs via Wynn Macau
limousine to pick up Mrs. Naguiat from shopping and proceeds to the airport.”

* Interviews of lan Coughlan, January 5, 2012 and February 2, 2012,

! Interview of B. Yeung, January 4, 2012; Wynn Macau Manager — Encore Logbook, September 24, 2010. [See
Appendix]

% Interview of B. Yeung, January 4, 2012; Wynn Macau Manager — Encore Logbook, September 25, 2010. [See
Appendix]

- Wynn Macau Manager — Encore Logbook, September 25, 2010, [See Appendix]

* Interview of B. Yeung, January 4, 2012; Wynn Macau Manager — Encore Logbook, September 25, 2010 [See
Appendix]); Wynn Macau “Miscellaneous Disbursement” record #013066, dated September 25, 2010. [See
Appendix]

® E-mail from B. Yeung to 1. Coughlan, September 27, 2010 [See Appendix]; Wynn Macau Manager — Encore
Logbook, September 26, 2010 [See Appendix]; handwritten and signed note dated “9/26/10” with notation “MOP
4.100”. [See Appendix]. The returned funds were equal to approximately US 503.07 returned out of a total of
a(?proximately US 19,632 provided.

% Interview of B. Yeung, January 4, 2012; Wynn Macau Manager — Encore Logbook, September 26, 2010. [See
Appendix]
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B November 10, 2010: Mr. Shoji advises Mr. Coughlan in an e-mail of receipt of Wynn
Macau’s invoice for the late September 2010 visit, in which the Villa [for Chairman
Naguiat] was charged at the amount of MOP 48,000. Mr. Shoji states that “1

understand that Mr. Okada explained to you in Macau that they were our business

guests and we made reservations for them and all charges are billed to our company.
While some of charges [sic] will be reimbursed by them, room charges were planned

to be borne by us as ordinary business expenses. Since the amount charged is too
much and beyond the ordinary room charge, our company will be put in a very
difficult position to give reasonable explanations if we are inquired by someone. |
would appreciate if you would reconsider this matter and charge us the original rate
(free upgrade to Villa) since the party directly dealing with [sic] on this matter is our
company rather than the each [sic] individual guest.”(Emphasis added.)”’

B On or about December 10, 2010; After e-mails and phone messages following Mr.
Shoji’s September 20, 2010 e-mail, Mr. Coughlan has a phone conversation with Mr.
Shoji, in which he advises Mr. Shoji that, after internal Wynn Macau discussions, the
final decision was that Wynn Macau would not provide the requested free upgrade for
the Villa occupied during the September 2010 visit.”®

The foregoing recitation of facts surrounding the September 2010 visit of Chairman
Naguiat and his party to Wynn Macau demonstrates several significant elements of that visit:

B Mr. Okada considered these guests to be very important to his company.

B An effort was made from the outset to conceal Chairman Naguiat’s identity and
official status, to the point of not even wanting to advise Wynn Macau management
and staff.

B With Mr. Okada’s knowledge, Chairman Naguiat and his family were provided with
approximately US 20,000 cash to use for gaming and also shopping

W Mr. Okada’s representative sought to have Wynn Resorts fund a portion of the
expenses incurred by Chairman Naguiat and his party, i.e., the free upgrade to a Villa.

%7 E-mail from Y. Shoji to 1. Coughlan, November 10, 2010 [See Appendix]; interviews of I. Coughlan, December
29, 2011 and January 5, 2012.

%8 nterviews of 1. Coughlan, December 29, 201 1and January 5, 2012; e-mail string between I. Coughlan and Y.
Shoji and others, September 20 to December 9, 2010, subject: “Invoice and Statement for September Stay.” [See
Appendix]
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B Mr. Okada’s representative expressed apprehension about Universal being able to
justify the level of expenditures in the event of future inquiries.

There is evidence that Mr. Okada personally directed the payments and gifts provided to
Chairman Naguiat and his family during their luxury stay at Wynn Macau’s most expensive
accommodation in September 2010. On October 5, 2010, Mr. Araki sent an email to Wynn
Macau in order to arrange for a “second group of PAGCOR?” checking into Wynn Macau on
October 8, 2010. Clearly referring back to Chairman Naguiat’s stay less than two weeks earlier,
Mr. Araki writes: “Our Chairman Okada once again instructed us to take care of the group, but
not like last time meaning that we will not take care of their room charges and others.”
(Emphasis added). Mr. Araki, who worked for Mr. Okada and personally supervised Chairman
Naguiat’s luxury stay at Wynn Macau, appears to confirm Mr. Okada’s personal knowledge and
control of the payments for Chairman Naguiat.”

It is significant to note that the leadership of PAGCOR, which is appointed by the
President of the Republic of the Philippines, changed effective June 30, 2010, when Benigno S.
Aquino III assumed office as President of the Republic of the Philippines, succeeding Gloria M.
Arroyo. Former PAGCOR Chairman Efraim C. Genuino, an Arroyo appointee, left office
effective June 30, 2010, and Cristino L. Naguiat, Jr., President Aquino’s appointee, assumed the
position of Chairman and CEO of PAGCOR on July 2, 2010.

A review of the Aruze City Ledger Account records reveals that, after June 30, 2010,
there are no charges attributed to Mr. Genuino or any of his family members who collectively
had three (3) separate stays at Wynn resorts (Macau or Las Vegas) while Mr. Genuino was
PAGCOR Chairman.'® Conversely, the Aruze City Ledger Account reflects charges for
Chairman Naguiat, his family, and key PAGCOR staff from Chairman Naguiat’s “new”
administration only after Naguiat became PAGCOR Chairman. This sequence is evidence that
the hosting of these persons at Wynn Resorts, and payments made for them through the Aruze
City Ledger Account, are solely related to PAGCOR, the Philippines government agency in
charge of licensing and regulating Mr. Okada’s business interests,

It is also clear that, having already received approval from PAGCOR in 2008 for a
Provisional Licensing Agreement to develop a gaming business in the Philippines, Mr. Okada
had a strong and continuing motive through 2010 and beyond to maintain favorable relations
with the Chairmen and senior officials of PAGCOR. As previously noted, PAGCOR’s primary
governmental mission is regulating gaming businesses in the Philippines. Mr. Okada’s project
in Entertainment City Manila was prominently featured in PAGCOR’s annual reports for

*® Email from Matt Araki to Beatrice Yeung dated October $, 2010. [See Appendix]
'%The sole exception identified, Rodolfo Soriano, Jr., is listed on the Aruze City Ledger Account as having a single
room charge on August 18, 2010. [See Appendix]
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2008,'°12009'%? and 2010.'® The 2010 Annual report features photos and messages from
Chairman Naguiat, and several other members of the new PAGCOR leadership. The 2010
Annual report makes it clear that two of the proponents, Bloomsbury and the SM Consortium,
are constructing their resorts and are expected to complete their first phase within 2014. The
other two proponents (one of which is Tiger, the provisional licensee for Mr. Okada’s casino
project) are in the initial design stages and are expected to break ground in 2012.

The continuing coverage of Mr. Okada’s Manila Bay Resorts project in PAGCOR’s
annual reports indicates that PAGCOR’s interest in and oversight of this project did not stop with
the granting of the Provisional Licensing Agreement in 2008. Indeed, the very nature of the
Provisional Licensing Agreement requires continued oversight by PAGCOR officials. As
Lazaro advised, the Provisional Licensing Agreement was issued in relation to the “Bagong
Nayong Philipino Manila Bay Tourism City” project, which is also referred to as “*PAGCOR
City.” PAGCOR City is envisioned to be a Las Vegas-style gaming and entertainment
complex. The project was designed to attract proponents with established experience in the hotel
and gaming business. PAGCOR released the “Terms of Reference,” which detailed a list of
requirements to which project proponents must conform in order to qualify for a PAGCOR
license to operate within PAGCOR City.

The “Terms of Reference” section provides, in pertinent part, a mandatory Minimum
Investment of US 1 Billion, consisting of both equity and debt, and the submission of an
associated Project Implementation Plan within 120 days from signing of the Provisional License
and approval by PAGCOR (Paragraph 4, Section I, Terms of Reference). Furthermore, within
30 days of signing of the Provisional License, proponents are required to submit a Performance
Assurance Bond in the amount of PHP 100 Million to guarantee the completion of the
project (Paragraph 8, Section 11, Terms of Reference). Within 15 days of signing of the
Provisional License, proponents are also required to open an Escrow Account (with an initial
deposit of at least US 100 Million) through which funds for the project will pass. This Escrow
Account must maintain a balance of at least US 50 Million. (Paragraph 9, Section II, Terms of
Reference).

Specifically, paragraph 13 of the Terms of Reference states the following in relation to
achieving a regular, non-provisional, Casino Gaming license:

'% PAGCOR 2008 Annual Report, pp. 12-18, viewed January 25, 2012 at http://www.pagcor.ph/annual-
reports/annual-2008/pagcor-annual-report-2008.html. [See Appendix]
192 pAGCOR 2009 Annual Report, pp. 16-19, viewed January 25, 2012 at http://www.pagcor.ph/annual-

reports/annual-2009/pagcor-annual-report-2009.html. [See Appendix])
19 p AGCOR 2010 Annual Report, pp. 24-26, viewed January 25, 2012 at http://www.pagcor.ph/annual-

reports/annual-2010/pagcor-annual-report-2010.html. [See Appendix]
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*“13. Issuance of License

A Provisional License will be issued to the winning proponent effective for
the duration of the project development period and shall not exceed the
approved completion date of the whole project.

The Regular Casino Gaming License will be issued upon completion of the
Project and upon approval by PAGCOR of the report detailing the actual
total cost of the Project to ensure the proponent’s compliance with the
approved project cost based on the Project Implementation Plan. The term
of the License shall not exceed the term of PAGCOR as specified in RA
9487,

No sub-license will be issued nor allowed.” (Emphasis added.)

Thus, a Regular Casino Gaming License will be issued by PAGCOR upon (1) completion of the
Project and (2) compliance with the approved project cost as approved by PAGCOR, based on
the previously submitted Project Implementation Plan, including all other conditions as may be
stipulated in the Provisional License Agreement.'™ Clearly, PAGCOR maintains an active
regulatory role over gaming businesses after the issuance of a provisional gaming license. An
operator who has already been granted a provisional license, therefore, would have a powerful
business incentive to maintain favorable relations with PAGCOR’s Chairman and senior
leadership.'?

Finally, the PAGCOR officials with whom FSS spoke in December 2011 indicated that,
upon “taking over” from the Genuino Administration in 2010, they conducted a review of
previously granted gaming licenses to ensure that all issuance decisions had been done properly,
indicating that the Naguiat Administration was exercising close review in monitoring of all
licensees, including Mr. Okada.

104 See research of Michelle Lazaro as expressed in her email dated January 30, 2012 to Mike McCall; See also
“Terms of Reference” that were attached to the email. [See Appendix]

195 A recent example of the extent of PAGCOR’s continuing oversight of gaming operators can be found in the
August 2011 issue of /nside Asian Gaming magazine. An article therein reported on claims by gaming operator
Thunderbird Resorts, Inc. (“Thunderbird”) that PAGCOR had unlawfully attempted to force Thunderbird, through
various allegedly selective enforcement actions, to renegotiate the revenue sharing agreement it had signed with the
previous PAGCOR leadership under Mr. Genuino. See “Ball of Confusion,” dated August 10, 2011, /nside Asian
Gaming, online edition, viewed January 26, 2011 at hitp://www.asgam.com/features/item/1238-bali-of-
confusion.html. In the September 2011 issue, PAGCOR responded by making reference to various regulatory or
enforcement functions it had been carrying out with regard to Thunderbird’s casinos, up through the time that the
dispute became heated. Among the functions mentioned were “resident monitoring teams” in Thunderbird casinos to
“,..guarantee the fair conduct of games...” as well as PAGCOR’s serving of a notice of closure to Thunderbird in
response to the disputed issues. See “Philippines Gaming Regulation—The Untold Story”, dated 23 September
2011, Inside Asian Gaming, online edition, viewed January 26, 2011. [See Appendix]. These statements by
PAGCOR clearly indicate that PAGCOR maintains active regulatory monitoring of licensed gaming businesses in
the Philippines and claims the authority to close down licensed operators.
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Mr. Okada’s hosting and payments on behalf of PAGCOR Chairman Naguiat and his
family at Wynn Macau, was most likely related to Mr. Okada’s business interests in the
Philippines, and would therefore constitute a prima facie violation of the FCPA both by Mr.
Okada as well as by Aruze USA, Inc.

4. Possible Pattern of FCPA Violations Regarding Korean Government Officials

As stated previously, in recent years, Mr. Okada has been pursuing development of a
resort complex in the Incheon Free Economic Zone in the Republic of Korea. Jong Cheol Lee,
the Commissioner of the Incheon Free Economic Zone Authority, and apparently an Incheon
government official, announced the signing of a Memorandum of Understanding on
approximately October 27, 2011, between the Incheon Free Economic Zone (“IFEZ”) and Okada

Holdings Korea to develop a casino resort near the Incheon International Airport.

106

A review of the Aruze City Ledger Account disclosed charges paid for Jong Cheol Lee
and other guests of his party at Wynn Las Vegas and Wynn Macau for the period November
2010 to June 2011. Registration documents provided by Wynn Resorts disclosed annotations for
Mr. Lee and three other guests, indicating: “Share with Incheon Free Economic Zone.”
According to the Aruze City Ledger Account, the following amounts were paid for government

Lee and his party:
Name Relationship to Location and Date of | Total Charged to
Incheon Free Stay Aruze City Ledger
Economic Zone Account

Jong Cheol Lee Commissioner WLV Nov 16-18 1,597.16
2010

WM June 2011 1,134.55

Woo Hyeung Lee Unknown WLV Nov 16-18 843.89
2010

WM June 2011 1,083.22

Min Yong Choi Unknown WLV Nov 16-18 507.50
2010

Ki Dong Hur Unknown WLV Nov 16-18 779.20
2010

TOTAL PAID 5,945.52

These payments made for and on behalf of possible Korean government officials may be part

of a continuing pattern by Mr. Okada and his associates to commit prima facie violations of the

105http://english.visitkore,a.or.kr,fenu/l:ts;'tt:mr investment_support/pds/content/cms_view_1516066.isp?gotoPage=&.it

em=&keyword=, viewed January 14, 2012 [See Appendix]. http://blog.daum net/ikoreatimes/60, viewed January
14, 2012. [See Appendix]
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FCPA. However, further investigation is required in order to determine (i) the nature of Mr.
Okada’s relationship with these guests; (ii) whether these guests actually had a government
affiliation at the time of their 2010 visits to Wynn Las Vegas and Wynn Macau; and, (iii) the
status of Mr, Okada’s gaming initiative in Korea.

5. Mr. Okada’s Continuing Refusal to Receive Wynn Resorts mandated FCPA
Orientation Training and to Acknowledge Wynn Resorts Code of Conduct

Mr. Okada’s apparent practice and pattern of committing prima facie violations of the
FCPA must also be reviewed in the context of his ongoing and likely future conduct as a
majority shareholder and director of Wynn Resorts. Since August, 2011, Mr. Okada has failed to
make himself available for requisite Wynn Resorts Board of Directors training regarding the
FCPA and compliance. Not only has every other board member accepted and received such
training, but attempts to accommodate Mr. Okada (including Japanese translation of the FCPA
training materials and telephonic availability for the training) have failed.

Moreover, since August 2011, Mr. Okada has also failed even to acknowledge in writing
Wynn Resorts Code of Business Ethics and Wynn Resorts Policy regarding Payments to
Government Officials. Mr. Okada’s continuing failure to perform this requisite review and
agreement to comply with Wynn Resorts Ethics and anti-bribery rules and regulations create risk
to Wynn Resorts and its board. Such non-compliance by Mr. Okada also suggests that he
intends to continue his apparent practice and pattern of making FCPA prohibited payments on a
going-forward basis. Any such future conduct would substantially enhance the risks to Wynn
Resorts and compromise Mr. Okada’s fiduciary duties to Wynn Resorts.

On August 5, 2011, Cheryl Palmer, the executive assistant to Kevin Tourek, sent out an
email memorandum on Mr. Tourek’s behalf to all board members stating that per compliance
policy requirements, all members must acknowledge in writing on an annual basis having
reviewed (and agreeing to comply with) two separate documents: (1) the Company’s Code of
Business Ethics and (2) Policy Regarding Payments to Government Officials.'”” A copy of the
form was attached to the email, as was a copy of both the Code and the Policy. The email asked
for the executed form to be returned prior to August 26, 2011, All of the members of the board,
except for Mr. Okada, returned a signed copy of the acknowledgement. Mr. Okada was
reminded, via emails to his representatives on a number of occasions,'” as well as via a letter
from Kevin Tourek, dated November 2, 2011, to provide an executed copy of the

'7 See email from Chery! Palmer dated August 5, 201 1. [See Appendix]
198 See emails contained in email from Kevin Tourek to Robert Shapiro, Esq., dated October 24, 2011, [See
Appendix]
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acknowledgement form no later than November 15, 2011.'” Mr. Okada failed to meet this
deadline and, as of the date of this report, has yet to provide a signed copy of the form.'°

In addition to his failure to return the fully executed Code of Business Conduct and
Ethics and the Policy Regarding Payments to Government Officials Acknowledgment Form,
which, as previously indicated, was sent out in August of 2011, Mr. Okada has yet to return a
secondary acknowledgement form that was attached to the annual Directors’ & Officers’
Questionnaire (“D&O Questionnaire”). This form was sent out to each member of the board of
directors on January 9, 2012, as part of the overall D&O Questionnaire packet.!"" The packet
contained instructions to “sign where indicated by the sign here tabs” and asked that the 2012
D&O Questionnaire be returned in its entirety on or before January 27, 2012, The two places
that required Mr. Okada’s signature were (1) on page 26 of the D/O Questionnaire itself, and (2)
on page 50 on the separate Code of Business Conduct and Ethics Acknowledgement Form that
was part of the overall D&O Questionnaire packet. Though Mr. Okada returned the signature
page (page 26) of the D&O Questionnaire itself on January 27, 2012,""? (which was confirmed to
FSS on February 7, 2012), the fact that he has yet to return the separate Code of Business
Conduct and Ethics Acknowledgement Form (which he has unequivocally pledged to do by
virtue of signing on the signature page of the D&O Questionnaire) is telling and is consistent
with his refusal to provide an executed copy of the Code of Business Conduct and Ethics and the
Policy Regarding Payments to Government Officials Acknowledgment Form that was sent to
him in August of 2011. Though Wynn Resorts did not send to Mr. Okada the Code of Business
Conduct and Ethics and the Policy Regarding Payments to Government Officials attached to the
D & O Questionnaire in Japanese language versions, which they did previously with respect to
the code and policy sent out in August of 2011 after a request by Mr. Okada’s attorney, Mr.
Okada has never previously requested that the D & O Questionnaire itself be translated into
Japanese. Mr. Okada was again reminded of his obligation to return the separate Code of
Business Conduct and Ethics Acknowledgment Form (page 50 of the D&O Questionnaire
packet} in an email from Roxane Peper to Mr. Okada’s assistant, Takashi Matsui, on January 31,
2012."% A copy of the form was attached to the email for Mr. Okada’s convenience. This form
remains outstanding.

1% See letter from Kevin Tourek to Mr. Okada, dated November 2, 2011. [See Appendix]

"% In a letter dated December 1, 2011 to Robert Shapiro, Esq., outside counsel for Wynn Resorts, Gidon Caine,
Esq., counsel for Mr. Okada, explained that the reason Mr, Okada did not sign the acknowledgment form was due to
the fact that the materials had not been translated into Japanese. As of the date of submission of this Report, Mr.
Okada has not yet submitted a signed copy of the acknowledgment form despite being provided with the requested
translations, which were attached to a letter sent via email dated December 27, 2011 from Jeffrey Soza to Gidon
Caine. [See Appendix]

"' See Memorandum from Kim Sinatra to Board of Directors and Officers of Wynn Resorts, Limited, dated January
9,2012, and 2012 Director’s & Officers Questionnaire attached thereto. [See Appendix]

"2 See email from Takashi Matsui to Roxane Peper, dated January 27, 2012. [See Appendix]

' See email from Roxane Peper to Takashi Matsui, dated January 31, 2012, [See Appendix]
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On February 1, 2012, Barry Brooks, one of Mr. Okada’s attorneys, contacted Kevin
Tourek, senior vice president and general counsel with Wynn Resorts, via email regarding
“address[ing] the request, forwarded to Mr. Okada under cover of a memorandum from Mr.
Wynn, that Mr. Okada execute and return to Wynn Resorts, Ltd. ("Wynn Resorts") a form of
acknowledgment ("Acknowledgment”) in regard to the Wynn Resorts Code of Business Conduct
and Ethics (the "Code"). Most importantly, I wanted to emphasize that Mr. Okada agrees, with a
deep sense of commitment, with the principles set out in the Code and agrees that it is in the best
interest of Wynn Resorts and its shareholders that he, as a director, be a leader in observing and
advocating for those principles. Also, and in any case, Mr. Okada believes that the requirements
of the Code, and the spirit of those requirements, are keys to the future success of Wynn
Resorts.”''* In a follow-up phone call to that email, Mr. Brooks and Mr. Tourek discussed the
ramifications of Mr. Okada not signing the policy, the possibility of interpretation issues, and
concerns over whether Mr. Okada may have any conflict of interest issues. Mr. Brooks also
asked for a copy of the D & O Questionnaire.'"

6. Mr. Okada, his associates and companies, Universal have pursued
independently a casino gambling development in the Philippines since 2008.

FSS interviewed Mr. Okada on February 15, 2012 and the results of that interview are set
forth more fully in Section VI.''® In this interview, Mr. Okada asserted that all his efforts in the
Philippines prior to the change of presidential administration in the summer of 2010 were
undertaken on behalf of and for the benefit of Steve Wynn and Wynn Resorts, and that he only
undertook to develop a gaming business in the Philippines independently subsequent to the
change of presidential administrations.

On December 20, 2007, Aruze Corp. issued a press release entitled “Business
Realignment and Future Business Development.” The press release stated the following:

“The Company looks to acquire the licenses necessary to operate a casino resort in the Asian
region, including Macau, and to commence operation of a casino resort on its own over the next
business year. . .. For this know-how, which is vital from a management perspective, the
Company intends to enlist the full cooperation of Wynn Resorts, Limited’s Steve Wynn in its
future pursuits regarding this project. For the purpose of successfully operating a casino resort in
the Asian Region on an independent basis, the Company has received agreement from Steve
Wynn that he will supply all necessary support, including active personal exchange with Wynn
Resorts, Limited....”'"’(Emphasis added.)

''* See email from Barry Brooks to Kevin Tourek, dated February 1, 2012. [See Appendix]

"3 See email from Kevin Tourek to Kim Sinatra, dated February 2, 2012, [See Appendix]

"% Statements attributed to Okada during the February 15, 2012 interview are based on FSS’ contemporaneous
notes.

"7 See JASDAQ press release for Aruze Corp., dated December 20, 2007, entitled “Business Realignment and

Future Business,” available at: hittp://www .universal-777.com/en/ir/releases/2007/20071220 _e.pdf. [See Appendix]
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On April 25, 2008, Aruze Corp. issued another press release entitled “Casino Project in the
Philippines.” This press release stated the following:

“As announced in its ‘Business Realignment and Future Business Development’ press release
issued December 20, 2007, ARUZE GROUP seeks to commence the operation of a casino resort
in the Asian region, which shall be conducted independently by ARUZE CORP. ... Out of the
above mentioned elements, where essential management-based know-how is concerned, the
Company intends to proceed with the project under the full guidance of Wynn Resorts, Limited’s
Steve Wynn.”' '*(Emphasis added.)

The press release identifies the location of the planned casino as a plot of land adjacent to
“Bagong Nayong Pilipino Manila Bay Tourism City.”

The language in the press releases suggest that Universal’s intentions from the inception of the
project were to develop a gaming business independently, and not for the benefit of Steve Wynn
or Wynn Resorts.

7. Mr, Okada has stated that Universal paid expenses related to then-PAGCOR
Chairman Genuing’s trip to Beijing during the 2008 Olympics.”9

Mr. Okada was asked during his interview whether he met then-PAGCOR Chairman
Genuino in Beijing during the 2008 Olympics. Mr. Okada stated that Universal’s President
Tokuda made the arrangements for Chairman Genuino to travel to the Olympics. Mr. Okada
explained that Mr. Tokuda was involved with the setting of the travel itinerary. When Mr.,
Okada was asked if the travel arrangements were “paid by Universal,” Mr. Okada responded
“not 100% perhaps there were people certainly not all but I'm not familiar with the details.” Mr.
Okada was then asked “To your knowledge, did Universal pay any of the associated costs of any
of the travel of Mr. Genuino?” Mr. Okada answered “I don’t know whether or not the travel
expense was paid by them. My understanding is that there was a certain amount of personal
monies being spent from the attendees and participants including Chairman Genuino but I do not
know details regarding this.” Mr. Okada was then asked “But is it your knowledge that some of
those expenses were paid by Universal?” Mr. Okada answered: “Regarding the individual
payment of personal monies, whether before or after, it was Universal that put together all of the
expenses.”

Mr. Okada then explained that since Mr. Okada was previously invited to “one of the
islands in the Philippines so in return well we decided that we would decide to do this in turn so |
too would invite them as well. There was a time from where we had that understanding now that
I recall. So I may have asked Mr. Tokuda to include this person [Genuino] as well.” The

112 See JASDAQ press release for Aruze Corp., dated April 25, 2008, entitled “Casino Project in the Philippines,”
available at: http://www.universal-777 comv/en/ir/releases/2008/20080425_e_pr2.pdf. [See Appendix]
"'® Attributions from Mr. Okada’s interview are based on FSS contemporaneous notes.
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following question was then asked: “If there was a time that Genuino has invited you to the
Philippines and in return for that you may have invited him or had some knowledge that
Universal paid some of his expenses when he came to Beijing?” Mr. Okada responded: “I don’t
like to be invited more than what is necessary because that would mean that [ am vulnerable and
I don’t like that. I was told that it was paid for and he insisted so I remember he had to be paid
for in this way. So I remember that Mr, Tokuda said he should be included as well. 1remember
thinking that I had to return this in some way so | may have made that decision based on that
memory.” (Emphasis Added).

Later in the interview, Mr. Okada stated that Chairman Genuino appeared to have a “few
people” with him at the Olympics and, “I asked my staff why wasn’t he around and then my
people said Mr. Genuino had a few people accompany him and he met with them to go shopping
and once | heard that I do not recall now but again I don’t have a clear recollection of his
whereabouts.”

VI. Summary of Mr. Okada’s February 15, 2012 Interview'”

Mr. Okada had four lawyers present over the course of the interview, including a
Japanese interpreter/associate. Mr. Okada was given a full opportunity to answer all questions.
He attended the interview voluntarily and at the end he was asked whether he wanted to explain
anything else.

A. Apparent FCPA Violations regarding Philippine PAGCOR officials.

1. Mr. Okada admitted going to Macau on or about September 24 2010 to meet with
PAGCOR chairman Naguiat at Wynn Macau. Mr. Araki called Mr. Okada on
either September 24 or 23 to advise that Chairman Naguiat was at Wynn Macau.

2. Mr, Okada stated he flew to Macau from Japan for the sole reason of meeting
Chairman Naguiat.

3. Mr. Okada stated the purpose of Chairman Naguiat’s visit to Wynn Macau was
for business — as a new PAGCOR Chairman, Naguiat wanted to better understand
the casino business. Mr. Okada stated that a number of his Universal employees,
including Araki, were at Wynn Macau in order to assist Chairman Naguiat in this
regard.

4, Mr, Okada stated that when he got to Wynn Macau he asked to see Jan Coughlan,
Wynn Macau CEO.

5. Mr. Okada asked to see and met with Ian Coughlan at Wynn Macau but denied
telling Coughlan that the guests were Universal VIPs and that they should be
treated well.

2% Certain sections of the report below are presented in an abbreviated form, See the attached notes of Mr. Okada’s
interview for a more expansive description. [See Appendix]
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Mr. Okada emphatically denied saying this and related that there is no way he
would have said something to that extent regarding special care: “I would have
said this is a person with a position with PAGCOR, I would have said be normal
and don’t do anything out of the ordinary.”

Mr. Okada stated he attended a dinner for approximately ten (10) people at Wynn
Macau and that Chairman Naguiat also attended.

Mr. Okada stated that either Araki, Shoji or Universal paid for the dinner

Mr. Okada said that he did not know whether any other PAGCOR officials
attended the dinner.

Mr. Okada stated that he and Naguiat did not discuss any business at the dinner
which would have been rude.

Mr. Okada stated that he believed Naguiat’s wife was present at the dinner but
that he was not introduced to her.

Mr. Okada stated he left early the next morning.

Mr. Okada’s Knowledge of and Response to Chairman Naguiat’s September
2010 stay

. Mr. Okada stated that sometime after September 2010 he learned from Universal

President Tokuda that the cost of Chairman Naguiat’s stay at Wynn Macau
exceeded reasonable entertainment expenses.

Mr. Okada learned about the excessive September 2010 expenses from Takuda
about three or four months after the events when the bills would come up.

Mr. Okada stated that he was never told the cost of Chairman Naguiat’s Wynn
Macau stay nor did he ask anybody that question,

Mr. Okada stated that he understood that Chairman Naguiat had stayed in the t
most expensive accommodation at Wynn Macau. But he said “I heard later on
that he was in one of the more expensive rooms. [ heard this in the context of it
would be a problem regarding our corporate policy....”

Mr. Okada stated that Chairman Naguiat’s wife was present at Wynn Macau. Mr.
QOkada did not know if his children were present.

Mr. Okada stated that he did not know that any cash had been provided to
Chairman Naguiat.

Mr. Okada stated that he did not know that Universal employees had tried to hide
the identity of Chairman Naguiat as a guest.

Mr. Okada stated that he did not know how long Chairman Naguiat had stayed at
Wynn Macau.

Mr. Okada denied seeing two (2) emails from Shoji to Angela Lai at Wynn
Macau, dated September 20" and 23rd 2010 respectively, which requested
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reservations for a Universal VIP guest, “who would not be registered,” and
arrangements to provide up to 5,000 US credit for each person staying at
Naguiat’s Villa. Mr. Okada explained that although he saw his name in the email
cc’s, he would not have seen either email because for the most part he does not
use his PC.

Mr. Okada stated that internal Universal rules do not permit the payment of cash
to government officials. Mr. Okada stated that no stay in the Villa in Wynn
Macau could cost US 50,000

Mr. Okada stated that internal Universal rules permitted the payment of
reasonable entertainment expense for government officials but did not know what
amount was permitted.

Mr. Okada stated that the cost of Chairman Naguiat’s stay at Wynn Macau caused
a “problem” for Universal and that as a result Araki was fired, and Shoji resigned
after having been scolded by Mr. Okada.

Mr. Okada stated that he did not make any changes at his company or give anyone
new instructions as a result of finding out about Naguiat’s stay in September
2010.

Mr. Okada said that it was possible that Chairman Naguiat would be billed for the
cost of the stay.

Mr. Okada said, when he was asked about a reference in a Shoji email to posting
all expenses to the Universal City Ledger Account, that he lacked any knowledge
of such an account and said “I wonder if the City Ledger is in reference to our
internal policy, as long as it is under that ceiling....”

Mr. Okada stated that he was aware of only one other guest stay at Wynn
Macau that he believed was improperly paid by Universal.

Mr, Okada stated only a few weeks ago he learned from President Tokuda that
Anthony Genuino, son of former PAGCOR Chairman Genuino, had stayed at
Wynn Las Vegas in September of 2008 and that Universal had paid US 2300 for
his stay.

Mr, Okada stated that Genuino would be sent the bill for this cost

Mr. Okada denied any knowledge of other PAGCOR officials staying at Wynn
Resorts from 2008 through June 2011 with Universal paying for their expenses.
Mr, Okada stated that he had just instructed President Tokuda of Universal to
conduct an investigation into Universal’s payment of entertainment expenses.
Mr. Okada blamed Shoji as the responsible party for these payments.

Mr. Okada stated that he yelled at Shoji for not reporting these matters to him and
would have fired Shoji except that Shoji resigned. Mr. Okada stated that Tokuda
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did report these matters and Mr. Okada believed that Shoji was also in a position
to know all about what had happened but had failed to report it to him.

Mr. Okada stated that Shoji was a trusted employee who had worked closely with
him since 2002 and should have reported these matters to him.

Mr. Okada stated that they were just starting this investigation and that bills may
be sent to certain of these guests for the expenses which Universal paid.

Mr. Okada especially blamed Mr. Shoji since he was the head of the company’s
compliance committee from 2002-2010.

Mr. Okada stated that he last met with Chairman Naguiat in the Philippines during
January 2012 in order to seek land leasing approval from PAGCOR.

Mr. Okada stated that Universal had an expense policy but he didn’t know what
the amounts were. Mr. Okada stated that he was unfamiliar with the specific
details of his compliance policy because he was too high within the company. He
left it to others to handle the details of the policies.

Mr. Okada was asked a series of questions regarding about a dozen other
PAGCOR officials who stayed at Wynn Macau or Wynn Las Vegas during 2010
and 2011 for whom Universal paid their expenses.

Mr. Okada denied having authorized any of these payments and said that he
would not have authorized such payments if the guests were PAGCOR officials.
Mt, Okada stated that on one occasion he met Jose Miguel Arroyo, husband of
Former Philippine President Gloria Arroyo, but did not know that Jose Arroyo
had stayed at Wynn Las Vegas in November 2009, with Universal paying for his
expenses totaling US 4,642.

Mr. Okada stated that he met Chairman Naguiat approximately 4 or 5 times since
Naguiat’s Chairmanship in June 2010 and that these meetings always involved
official matters.

Mr. Okada stated that he told Tokuda in December of 2011 to investigate these
matters.

Mr. Okada stated that December was the first time he asked Mr. Tokuda
investigate these charges for Universal.

Mr. Okada stated further that Shoji was a trusted employee whom he had met
with “very frequently.” During the time period in September 2010 when Shoji
was setting up the Naguiat visit, Shoji told Mr. Okada nothing about Naguiat.

, Okada statements to the Board of Directors Regarding doing business in

Asia

Mr. Okada stated that he could not specifically remember attending a Wynn
Resorts Board of Directors meeting in February 2011.
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Mr. Okada stated that he did not remember attending a Wynn Resorts Board of
Directors meeting where bribery was discussed.

Mr. Okada denied ever stating to Wynn Resort Directors words to the effect that
“it was a matter of hiring the right people and that you must pay other people.”
He responded “absolutely not, that’s a lie.”

Mr. Okada denied telling fellow board members words to the effect that “you
have to follow local customs and that’s why you have consultants.”

Mr. Okada also denied ever stating to fellow board members words to the effect
“I wouldn’t bribe someone but would have someone else bribe that person.”

As to bribing someone in the Philippines, Mr. Okada stated that “there is no need
to do that in the Philippines even because we are in the position to invest.”

Mr. Okada also denied ever stating words to the effect that “in Asia, it is okay to
give gifts to government officials.” His response was “absolutely not.”

Mr. Okada stated that he had been a member of the Wynn Resorts Board of
Directors since 2005 or 2006. When asked about his duties or responsibilities as a
director of Wynn Resorts, Okada stated that he had to “ensure socially just
company, there should be no illegal activities, and that I have to help them be
successful and grow as a company.”

Mr. Okada was asked if he had ever read the Wynn Resorts Code of Conduct to
which he responded, “No because it is in English, no I cannot.”

Mr. Okada was asked if he had accepted Wynn Resorts Board of Director FCPA
training in 2011, to which he replied that he had received some documents but
sent them to his lawyers.

. Doing Business in the Philippines

Mr. Okada stated that prior to the new Philippine administration taking over in
2010, his efforts to conduct a gambling business in the Philippines were being
done for Wynn Resorts and that he was reporting to Steve Wynn about these
activities.

Mr. Okada said before the new Philippine administration in 2010 “All of the
conversation between myself and Genuino was for the sake of explaining to Mr.
Wynn.”

Mr. Okada stated that a press release from Aruze Corp. dated April 25, 2008, that
announced Aruze would independently operate a casino project in the Philippines,
had not been presented to him for approval.

Mr. Okada stated that neither Steve Wynn nor Wynn Resorts had invested any
money in the Philippine business initiative which he had been conducting since
2008.
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Okada stated that Universal had invested between US 300-400 million in 2008 to
acquire the land for the Manila Bay project.

When asked whether Mr. Wynn or Wynn Resorts invested any money in the US
300-400 million purchase, Mr. Okada stated that “Wynn Resorts had no
involvement whatsoever.”

Mr. Okada stated that it was only after the new Aquino presidency in June of
2010 that he decided to pursue a Philippine gaming project independently.

Mr. Okada stated that this land had been acquired by a company called Eagle I
Land Holdings in which Aruze USA had an ownership interest.

Mr. Okada stated that at the time of the land acquisition in 2008, Eagle I Land
Holdings was 60% owned by Filipino nationals. However, when asked to identify
the 60% ownership today, he responded “I know of them I know who they are but
1 don’t remember their names.”

Mr. Okada stated that he was aware of the Philippine legal requirement that land
be 60% owned by Filipinos.

Mr. Okada stated that neither Tiger or Aruze had a provisional gaming license for
the Philippines.

Mr. Okada does not know whether a deposit was made by Universal in order to
pursue the Filipino gaming initiative.

It was his understanding that to get a gaming license in the Philippines you
needed to do certain things beforehand and that he asked questions on Wynn’s
behalf as to what had to be done.

Mr, Okada stated that Platinum Gaming and Entertainment was a Philippine
company run by Soriano.

Mr. Okada stated that he did not know Paolo Bombase or Manuel Camacho as
shareholders of Eagle I and Eagle 11.

Mr. Okada stated that Masato Araki may have lent his name as a stockholder to
Eagle I and Eagle II but that Mr. Okada did not know the details. Mr. Okada
stated that he did not know whether Manabu Kawasaki, who was another
Universal employee, was a stockholder of Eagle I or Eagle II.

Possible Payments by Universal to Korean Government Officials.

Mr. Okada stated that he is interested in the IFEZ for possible investment. Mr. Okada
stated that he personally set up arrangements in 2009 or 2010 for a Korean delegation from the
IFEZ to visit Las Vegas. According to Mr. Okada, this delegation was led by a Mr. Lee, who
was “seconded” to IFEZ by the Korean government. Mr. Okada invited this delegation to see the
Venetian.
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Mr. Okada stated that “at the very beginning” he discussed the “issue of expense” and the
Korean side said they had to pay for their own expenses as government officials. Mr. Okada
stated that the Korean delegation stayed at Wynn Las Vegas and paid for their rooms. When told
that Universal in fact paid for the Koreans’ rooms, Mr. Okada stated “It’s possible we paid in
advance the first time but then they paid later. 1 am personally in charge of the Koreans.” When
Mr. Okada was then asked if he knew that was done he responded “I am certain it was done.”

Mr, Okada later repeated that the Koreans paid for their own travel. When advised that
Universal paid for Commissioner Lee and others to stay at Wynn Macau in 2011, and Wynn Las
Vegas in 2010, Mr. Okada stated that “It may have been that we made a temporary payment to
be reimbursed later but in any case for Korea all trips must be applied for with the City Hall and
they need to get prior approval.”

Mr. Okada later repeated that he did not authorize Universal to pay approximately US
6,000 worth of room charges for Commissioner Lee and other IFEZ officials for stays at Wynn
Resorts. When asked if it would be against “Universal’s policy” to pay such travel expenses,
Mr. Okada repeated that the Koreans would pay for their own expenses. He added that “Maybe
it was the case where Universal made a temporary payment to be reimbursed later and all this
would be paid by ‘admin official.’”

G. Mr. Okada Instructs Mr. Tokuda to Conduct an Investigation

Mr. Okada stated that since about 2008-2009, Universal has had both “ordinary” and
“extraordinary” rules about paying entertainment expenses regarding government officials.
However, he stated that he did not know the “specific details.” Mr, Okada stated that “cash”
could not be given but that he did not know the dollar amount limit for providing government
officials with meals.

Mr. Okada stated that after learning from Mr. Tokuda about the excessive expenses paid
by Universal for Chairman Naguiat’s September 2010 stay at Wynn Macau, Mr. Okada did not
take any steps or give instructions to prevent a recurrence. Indeed, Mr. Okada stated his belief
that Universal’s corporate policy as it exists today is “plenty on its own.”

Mr. Okada stated that “within the last week or so” he learned from Mr. Tokuda that the
son of then-PAGCOR Chairman Genuino stayed at Wynn Las Vegas in 2008 and that Universal
had paid US 2,800 for his expenses. Mr. Okada said this was “inexcusable” and that he had
given instructions to have him [Genuino] billed directly. Mr. Okada further stated that Mr.
Tokuda had found “several more” of these instances but that Mr, Okada did not “know the
details.” Mr. Okada stated that in regard to Chairman Naguiat’s stay at Wynn Macau, perhaps an
invoice should also be sent to him as the customer.

Mr. Okada stated that “it was just yesterday” that he heard from Tokuda about “these
issues being raised.” After being asked what he knew about a list of PAGCOR officials whose
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stays at Wynn Macau and Wynn Las Vegas were paid by Universal from 2008 — 2011, Mr.
Okada denied any knowledge of these events. However, Mr. Okada stated that “everything I
believe [FSS] mentioned matches with what Mr. Tokuda is investigating right now. And [ will
have him write a paper that lists all the countermeasures and a progress report and what has been
wrapped up and so forth.”

Mr. Okada stated that in approximately December 201 1, he “clearly instructed” Mr.
Tokuda to conduct an investigation about these matters. At the end of the interview, Mr. Okada
stated that “I will look into all the expense that you have asked about and if it is someone who
has an existing relationship [ will for sure bill that person.”

VII. Conclusions

The investigation has produced substantial evidence that directly relates to Mr. Okada’s
suitability under Nevada law as both a major shareholder and director of Wynn Resorts.

Nevada Gaming Commission Regulations regarding individual suitability issues encompass,
among other things, a person’s “good character, honesty and integrity,” and whether a person’s
“background, reputation and associations will not result in adverse publicity for the State of
Nevada and its gaming industry” (Section 3.090 of the NRS). The NRS also require that a
covered person satisfy the Commission that such person has “adequate business probity”
(Section 463.170, paragraph 3).

Both Aruze USA , a Nevada corporation, and Mr. Okada personally, as a Director, President,
Secretary and Treasurer of Aruze Inc., are covered parties under the jurisdiction of the FCPA.

As set forth above, the investigation has produced substantial evidence that Mr. Okada, his
associates and companies have apparently been engaging in a longstanding practice and pattern
of committing prima facie violations of anti-bribery laws, particularly the FCPA.

The testimonial and documentary evidence appear to prove that, since at least 2008, Mr.
Okada, his associates and companies have made over US 110,000 in payments to his chief
gaming regulators (2) in the Philippines (PAGCOR), their families and associates. Mr. Okada is
building a multi-billion dollar gaming business and operation in the Philippines.

The practice and means of making these payments varied slightly but were regularly and
repeatedly arranged in the same manner. For example, between June 2008 and August 2010,
former PAGCOR Chairman Efraim Genuino (February 2001 — June 30, 2010), his son and other
PAGCOR government officials, were hosted by Mr. Okada, his associates and companies at
either Wynn Resorts Las Vegas or Wynn Resorts Macau. Mr. Okada, his associates and
companies would arrange and pay thousands of dollars to cover the expenses of Chairman
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Genuino, his son and other then-current PAGCOR officials in his party. These payments were
made by Mr. Okada, his associates and companies, using the City Ledger Account, which
contained an average balance of US 100,000 funded and replenished by Universal. International
money transfers and the facilities of interstate commerce were used to make these payments.

There is substantial evidence to show that Chairman Genuino’s June 2010 stay at Wynn
Macau was due to the fact that he was then Mr, Okada’s principal Philippine gaming regulator.
This is also demonstrated by the fact that after Chairman Genuino left his PAGCOR office in
June 2010, he and his family were no longer the beneficiaries of such payments at Wynn Resorts
facilities.

However, as set forth above in greater detail, Mr. Okada’s current chief Philippine gaming
regulator, Chairman Cristino Naguiat (July 2, 2010 — present) and his family quickly succeeded
Chairman Genuino as the beneficiaries of payments by Universal for stays at Wynn Resorts Las
Vegas and Wynn Resorts Macau (September 2010 in Macau; November 2010 in Las Vegas; and
June 2011 in Macau, just over seven (7) months ago).

These payments were made using Mr. Okada’s City Ledger Account, as was done regarding
payments on behalf of the former PAGCOR Chairman. The evidence further suggests that
Chairman Naguiat’s luxury stays at Wynn Resorts facilities were fully known to Mr. Okada, who
actively involved himself in some of the arrangements. For example, Chairman Naguiat’s
September 22-26, 2010 stay at Wynn Resorts Macau luxury Villa 81, the most expensive
accommodation at Wynn Resorts Macau (about 7,000 square feet in size, which then cost about
US 6,000 per day), was intended by Mr. Okada and his associates to be kept secret and concealed
within Wynn Resorts Macau records. Initially, Mr. Okada’s associates arranging for Chairman
Naguiat’s September 2010 stay at Wynn Resorts Macau purposefully withheld Naguiat’s name
and had him registered as an “Incognito” VIP guest of Universal, utilizing the named reservation
of “Rogelio Bangsil” (another then-senior PAGCOR official). Chairman Naguiat then stayed at
the Wynn Resorts Macau for four days, together with his wife, three children and a nanny,
without ever once introducing himself to the constantly attending Wynn Resorts Macau VIP
service managers.

Mr. Okada’s associate, who made this reservation for Chairman Naguiat, requested a “more
gorgeous room, such as “Villa” and “the best butler,” for this unnamed “VIP for Universal,” who
turned out to be the chief gaming regulator for the Philippines. The evidence also shows that on
September 24, 2010, Mr. Okada personally made clear (via an interpreter) to lan Coughlan, the
Wynn Resorts Macau Executive Director and President, that Chairman Naguiat and his party
were important guests and that Mr. Coughlan should make sure that his staff took good care of
them. The evidence further shows that on the evening of September 24, 2010, Mr. Okada hosted
a dinner at Wynn Macau for Chairman Naguiat (and approximately 13 others). The US 1,673.07
cost of this dinner was charged to Mr. Okada’s room.
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The testimonial and documentary evidence also shows that despite deliberate attempts to
conceal Chairman Naguiat’s identity while a guest at Wynn Resorts Macau in September 2010,
hotel staff, acting on their own, soon identified Chairman Naguiat by means of a photo from the
PAGCOR website. Their interest in doing so was sparked by the fact that the senior PAGCOR
guest known to them, Mr. Bangsil, exercised great deference to Chairman Naguiat, who the staff
determined must be the ‘boss’. Nevertheless, the VIP service providers continued to refer to
Chairman Naguiat only as “sir,” thereby following the wishes and directions of Chairman
Naguiat and Mr. Okada’s associates. The evidence also shows that several weeks after Chairman
Naguiat’s intended “Incognito” stay at Villa 81, Mr. Okada’s associates became concerned about
the high cost of Chairman Naguiat’s luxury stay at Wynn Resorts Macau. Specifically, Mr.
Okada’s associate advised Wynn Resorts Macau that the amount being charged for Chairman
Naguiat’s stay was too much over an ordinary business expense. Mr. Okada’s associate then
asked if Wynn Resorts Macau “could reconsider the matter [Chairman Naguiat’s stay] and
charge us [Mr. Okada’s company] the original rate [and free upgrade to a Villa] since the party
directly dealing with on this matter is our company [Mr. Okada’s company] rather than each
individual guest [Chairman Naguiat].” Mr. Okada’s associate further stated that “since the
amount charged [for Chairman Naguiat] is too much beyond the ordinary room charge, our
company [Mr. Okada’s company] will be put in a very difficult position to give reasonable
explanations if we are inquired by someone.” (Emphasis added).

Despite Mr. Okada’s associate’s efforts to have Wynn Resorts Macau reduce these payments
and assist in covering up the beneficial amounts received by Chairman Naguiat, Wynn Resorts
Macau denied this request.

Mr. Araki’s later email (“Our Chairman Okada once again instructed us to take care of the
group [PAGCOR], but not like the last time....”) to Wynn Macau, dated October 5, 2010, also
tends to confirm Mr. Okada’s personal knowledge and direction of the payments made on behalf
of Chairman Naguiat and his family for their luxury stay at Wynn Macau for September 22-26,
2010.

The evidence also shows that on September 24-25, 2010, Mr. Okada’s associates obtained a
total of US 20,000 cash from Wynn Resorts Macau’s main cage as “cash advances” for
Chairman Naguiat, his family and party. This same associate of Mr. Okada returned
approximately US 503 of this advance on September 26, 2010 as the remainder from Chairman
Naguiat’s party. Mr, Okada’s City Ledger Account was again used to pay for this advance.

The evidence also shows that the PAGCOR-related payments made by Mr. Okada and his
associates are not the result of any misunderstanding of the applicable anti-bribery laws,
including the FCPA, Conversely, by his own statements and declarations to fellow Wynn
Resorts Board members, Mr. Okada apparently believes that there is nothing wrong with making
payments and gifts to government officials when doing business in Asia. When advised by
fellow directors and Wynn Resorts lawyers that such payments are bribes strictly prohibited by
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the FCPA and other laws, Mr. Okada responded that third party intermediaries or “consultants”
can be used to make the payments.

The best evidence of Mr. Okada’s belief that it is permissible to make payments to
government officials is his admission that Universal paid expenses for then-PAGCOR Chairman
Genuino’s trip to the 2008 Beijing Olympics. Mr. Okada explained that since Mr. Genuino had
previously invited Mr, Okada to “one of the islands in the Philippines,” Mr. Okada and
Universal’s President Tokuda in turn had Universal pay for expenses related to Genuino’s trip to
Beijing, which Mr. Okada stated was arranged by President Tokuda. This admission by Mr.
Okada is consistent with his February 24, 2011 statements to board members that there is nothing
wrong with making payments and gifts to government officials.

The evidence about the corporate structures utilized by Mr. Okada and his associates to
initiate his multibillion dollar gaming business in the Philippines also appears to demonstrate Mr.
Okada’s intent to do business as he desires, regardless of the applicable laws and regulations.
FSS’s examination of the corporate documents relating to Mr. Okada’s gaming initiative in the
Philippines appears to show that he has used a complex web of corporate structures and
companies to evade laws which require Philippine nationals to own 60% interest in all real
estate. A separate legal analysis by a Philippine attorney confirms this finding and suggests that
Mr. Okada’s Philippine gaming initiative has been set up in violation of applicable law.

Additionally, the preliminary evidence also shows that in connection with Mr. Okada’s
efforts to develop a gaming business in IFEZ, Mr. Okada and his associates may be engaging in
the same pattern of proscribed payments to government officials. The preliminary evidence
shows that in October 2011, Mr. Okada’s company signed a Memorandum of Understanding
with IFEZ to develop a casino resort near the Incheon International Airport. Preliminary
information indicates that IFEZ is overseen by the Incheon Free Economic Zone Authority,
apparently part of the City of Incheon government. Mr. Okada’s City Ledger account reflects
that from November 2010 through June 2011, four (4) individuals, including IFEZ
Commissioner Jong Cheol Lee, had two stays at Wynn Resorts Las Vegas and Wynn Resorts
Macau, where payments totaling US 5,945.52 were made on their behalf through Mr. Okada’s
City Ledger account. Preliminary internet research identifies Jong Cheol Lee as the current
IFEZ Commissioner, a position he has held since July 2010. It is not clear at this preliminary
stage i) whether Mr. Okada’s announced gaming investment and operation within IFEZ has
received any gaming licensing, and ii) whether the three (3) guests who accompanied
Commissioner Lee were then Korean government officials.

The investigation has established that despite requests by Wynn Resorts since August
2011 that Mr. Okada acknowledge in writing that he has reviewed (and agreed to comply with)
Wynn Resort’s “Code of Business Ethics” and “Policy Regarding Payments to Government
Officials,” Mr. Okada has failed to do so.
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Finally, Mr. Okada was interviewed by FSS on February 15, 2012 by FSS and was given
the opportunity to present his version of the facts. Mr. Okada denied knowledge of Chairman
Naguiat staying “incognito” at Wynn Macau in September 2010. He also denied knowledge that
Mr. Shoji was actively involved in arranging for Chairman Naguiat’s stay. Although Mr. Shoji’s
emails asking that Chairman Naguiat’s identity be kept secret, and that Chairman Naguiat be
provided with cash in connection with his visit, were copied directly to Mr. Okada, the latter
stated that because he rarely uses his personal computer, he would not have seen such emails.
Mr. Okada acknowledged flying to Macau on September 24, 2010 in order to visit Chairman
Naguiat but denied telling lan Coughlan that Chairman Naguiat was an important Universal
guest who should be treated well. Conversely, Mr. Okada stated that there is “no way” he would
have said something like that, but would have said “be normal and don’t do anything out of the
ordinary.” The substantial evidence relating to Chairman Naguiat’s September 2010 stay at
Wynn Macau, including emails, Coughlan’s statements, and the facts and reasonable inferences
regarding this evidence, cast substantial doubt on Mr. Okada’s credibility.

Mr. Okada also vehemently denied making statements to fellow board members to the
effect that doing business in Asia requires and permits bribes to be made to government officials.
Mr. Okada’s denials are directly contradicted by many of his fellow board members,

Similarly, Mr. Okada insists that all of his efforts to establish a gambling business in the
Philippines prior to 2010 were undertaken solely on behalf of Wynn Resorts. His insistence is
largely contradicted by the actions which he undertook. First, Mr. Okada and Universal invested
US 300-400 million to buy property in the Manila Bay Entertainment Zone, which was to be
used for his gaming operation. Mr. Okada admitted that Wynn Resorts had “no money involved
in this investment.” Secondly, Mr. Okada and Universal set up an elaborate corporate structure
in order to initiate, and operate in the future, a multimillion dollar casino operation. Wynn
Resorts had no participation in any of these corporate initiatives or structures, all of which were
controlled by Universal and Mr. Okada. Third, the provisional gaming license, which is required
in order to establish a gaming business in the Philippines, was procured by Mr. Okada and his
companies, without any relation to Wynn Resorts. Finally, when shown an April 25, 2008 Aruze
Corp. press release, which states that the Aruze casino operation will be independently
developed by Aruze with the mere intent that Wynn Resorts help guide its project, Mr. Okada
denied any knowledge of this press release.

In sum, the substantial evidence developed by this investigation and set forth above,
based on witness interviews, public information, documentary and electronic data, provide the
Compliance Committee and Board of Directors a factual basis to review Mr. Okada’s continued
suitability to be a major shareholder and director of Wynn Resorts.
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may be convenient to the Committee. Other Committee meetings shall be held on a
special or emergency basis, as deemed necessary by the Committee members.
Committee meetings may be conducted in person or by telephonic communication;
provided, however, that the Committee shall meet in person at least semi-annually.

3. Minutes

Minutes of all Committee meetings shall be kept by the Compliance Officer,
copies of which shall be provided to all Committee within thirty (30) days after any
Committee meeting. Minutes shall reflect the matters discussed and decided by the
Committee. A copy of all Committee minutes shall also be sent directly to the CEO and
the Audit Committee of the Company Board, and a copy of all ratified minutes,
documents, exhibits and reports reviewed by the Committee members shall be provided
to the Chairman of the Nevada Board or his designee within ten (10) business days of the
Committee meeting at which they are ratified. The minutes shall contain the amount of
detail appropriate to reflect a well-reasoned decision by the Committee members. In
those matters in which no action is taken by the Committee, the minutes shall reflect the
reasons why no action was deemed appropriate.

VIIIL
DUTIES OF THE COMMITTEE

1. Required areas of review and information to be provided

The Committee shall review the results of all inquiries or investigations
conducted by or on behalf of the Committee and the result of this review and any
comments shall be made a part of the Committee’s minutes.

The Committee shall provide a report of the results of its review to the Company
Board, where its action is required, or the appropriate Executives in other cases, covering
the following proposed activities by the Company or its Affiliates prior to any
commitment by the Company or any such Affiliate.

However, if the CEO or COO determines that exigent circumstances exist which
would preclude timely action by the Committee, the Compliance Officer shall provide
such report to the CEO or COO as appropriate. In all cases in which the determination is
made to go forward with a proposed transaction prior to Committee review: (i) the
contract regarding the transaction shall contain a provision permitting termination of the
contract without liability in the event of Committee disapproval; and (ii) the Committee
shall review the transaction at its next meeting following entry into the contract.

A. Material Transactions - Prior to completing any Material Transaction by the
Company or any of its Affiliates, the following information with respect to the other
Person(s) involved is to be obtained, documented and reviewed by the Committee:

(1)  Name and address of entity.

Docket 68439 Document 2015-21810

PA000591



(2)
(3)

4
&)

(6)
(D
(8)

9)

(10)

(a)
(b)

(d)
(c)
()

Legal form of entity (corporation, partnership, etc.).
General nature of business conducted and the reason(s) for the
proposed transaction.
Geographical area where business conducted.
Principal officers, individual owners of more than 10% of the
equity interests and all directors, including:

Name and address of each.

Known general background and known reputation

of each Controlling Person.

Known financial background of each Controlling

Person.

Known major creditors (amount).

Known major debtors (amount).

Description of all known material litigation to

which the person is a party (including

administrative matters).
Examination of recent financial statements and regulatory filings
of entity, if any (e.g., SEC filings).
Specific laws under which business operation is permitted, if
relevant,
Identification of any broker, finder, or other person who suggested
or proposed the transaction and disclosure of any arrangements
whereby such person is to receive any compensation for such
services.
Other significant and material information relating to the entity or
individuals associated therewith that may be disclosed during the
course of due diligence, including, but not limited to, any material
disciplinary action taken against such Person, if the Person has all
required licenses or approvals and such licenses or approvals are in
good standing.
In the event that a Material Transaction involves a lease of real
estate, a review of the background of the lessor or lessee, as the
case may be, shall be made and, if deemed to be advisable by the
Committee, an independent appraisal of the fair market value of
the lease shall be obtaincd.

Should circumstances warrant further investigation of a Material Transaction, the
Committee may, in its discretion, conduct such investigation.

B. Executives, Key Employees, Consultants and Lobbyists - Except as provided
below or in exigent circumstances, the Committee shall conduct or have conducted an
investigation of all Executives, Key Employees, Consultants and Lobbyists, prior to
employment or engagement, in order to protect the Company from becoming associated
with an Unsuitable Person. The results of such investigation shall contain the following
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information:

(1)  Past employment history.

(2)  General background information and reputation.

(3)  Law enforcement agency checks.

(4) Credit information.

(5)  Public information on immediate family background.
(6)  Litigation information for the past five years.

The Committee shall not be required to conduct investigations of Executives, Key
Employees, Consultants and Lobbyists that were hired or retained by the Company prior
to the effective date of this Program. However, if contracts or agreements with such
Persons that in place prior to the effective date of this Program are renewed, renegotiated
or otherwise changed, or if such Persons are later promoted, then normal due diligence
procedures will be followed.

With respect to Consultants or Lobbyists, in lieu of an investigation, the Committee may
accept the following as evidence of good reputation, unless reliance upon the same is
unwarranted: (i) the licensing or approval of such Person by any Gaming Authority or by
any other governmental or professional licensing authority; (i1) favorable information
generally available to the Company from the business or professional community; or (iii)
information derived from prior relationships or dealings with the Company.

With respect to Executives and Key Employees, in lieu of an investigation, the
Committee may accept the licensing or approval of such Person by any Gaming
Authority, as evidence of good reputation, unless reliance upon the same is unwarranted.

The Compliance Officer is responsible for gathering, documenting and interpreting
available information, and for making recommendations to the Committee regarding
whether sufficient information exists, is available to the Company and will suffice as due
diligence in lieu of an investigation. The Committee will make the final determination as
to the acceptability of such information in lieu of an investigation. It is the intent of the
Program that this provision primarily apply to Persons who are involved in advancing the
Gaming Operations or gaming interests of the Company or any Affiliate.

C. Professional Advisors - The Compliance Officer shall conduct a cursory
review of available public information regarding Professional Advisors to establish
whether there is sufficient evidence to conclude that the Professional Advisor is not
considered an Unsuitable Person. Such evidence may include, but is not limited to,
evidence of current licensing, lack of unfavorable reports from professional oversight or
consumer affairs agencies or submittal of the Company’s "Business Disclosure Form" for
review by the Committee. The Committee shall not be required to conduct investigations
of Professional Advisors unless information becomes available to the Committee
indicating that a Professional Advisor may be an Unsuitable Person or that the
Committee’s reliance on a Professional Advisor’s good reputation is otherwise
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unwarranted. If such information becomes available, the Compliance Officer will
provide it to the Committee. The Committee will then decide if an investigation is
warranted. It is the intent of the Program that this provision primarily apply to Persons
who are involved in advancing the Gaming Operations or gaming interests of the
Company or any Affiliate.

D. Independent Agents and Junket Representatives - Independent Agents,
sometimes known as Junket Representatives in jurisdictions other than Nevada, engaged
in connection with Nevada Gaming Operations must register with the Nevada Board
pursuant to Nevada Commission Regulation 25. Such Independent Agents may not be
compensated for services rendered by a Nevada licensee until the Chairman of the
Nevada Board notifies the licensee in writing that the Independent Agent has submitted
the information required by and in compliance with such regulation. Therefore, each of
the Company’s licensed subsidiaries in Nevada shall ensure that all requirements of
Regulation 25 have been complied with before any Independent Agent is compensated in
any manner.

The Committee shall not ordinarily be required to conduct investigations of
Independent Agents or Junket Representatives unless information becomes available to
the Committee indicating that an Independent Agent or Junket Representative may be an
Unsuitable Person. The Compliance Officer shall review the personal history records, the
report of arrangements and any other documents filed with Gaming Authorities in
Nevada by or on behalf of Independent Agents or Junket Representatives, and shall
review available public information, to ensure that all filing requirements have been
complied with and to determine whether such filings raise any suitability issues. In other
jurisdictions, the Compliance Officer may review such information and documentation as
he shall deem appropriate, including available public information and information
obtained from the Junket Representative. The Compliance Officer shall provide the
Committee with a quarterly report on summarizing such filings and any suitability issues
or violations of applicable registration requirements,

In the event that (i) the Compliance Officer determines that there are suitability
issues or (ii) an Independent Agent is required to be licensed or found suitable by the
Nevada Commission, the Committee shall conduct or have conducted an investigation in
accordance with the provision of Subsection VIII-1-B above and make a recommendation
to the appropriate Executive as {o whether the relationship should be continued or
terminated. The Committee shall also conduct an investigation of any discovered
instance of non-compliance with the registration requirements in Nevada for Independent
Agents.

E. Material Financings - Except as provided below or in exigent circumstances,
investigation and review of any proposed Material Financing by the Company or by any
of its Affiliates should occur prior to commitment by the Company or by its Affiliates.
The following information shall be obtained and documented by the Committee:
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(1) Disclosure of any material relationship between the Company or
its Affiliates and other parties to thesproposed Material Financing.

(2)  Disclosure of any middleman, finder, broker or other person who is
to receive compensation in connection with securing, arranging,
negotiating or otherwise dealing with the proposed Material
Financing.

Material Financings (i) involving the registration and sale by the Company or one of its
Affiliates of securities which are registered under the federal securities laws; (ii)
involving the sale of non-registered securities pursuant to SEC Rule 144A or commercial
paper to or through registered broker-dealers; (iii) involving banks chartered by the
federal government or by any State; or (iv) which have been approved by the Nevada
Board, the Nevada Commission or other Gaming Authorities shall not be subject to the
provisions of this section.

F. Material Litigation - The General Counsel shall notify the Compliance
Officer of all Material Litigation against the Company or its Affiliates as soon as is
practical. The Compliance Officer will forward information regarding all Material
Litigation to the Committee as soon as it is received. The Committee shall receive and
review copies of the letters from outside counsel with respect to Material Litigation
against the Company or any of its Affiliates received in connection with the Company’s
annual audit. In the event that any Material Litigation includes allegations of material
gaming regulatory violations, the General Counsel shall provide a report of such
litigation to the Committee.

G. Acts of Wrongdoing - The Committee shall obtain and review information
concerning any prosecutions or administrative actions taken against any Executive or
Key Employee of the company or of its Affiliates, which involve any of the following
circumstances:

(1) Any criminal action involving (i) a felony; (ii) any material crime
against the Company or one of its Affiliates or involving
embezzlement or larceny; or (iii) violation of any law relating to
gambling.

(2)  Material administrative actions by a Gaming Authority relating to
a gaming license or gaming approval held by such Person.

The Committee may report to appropriate Executives or to the Audit Committee of the
Company Board regarding any known acts of wrongdoing by any such Executive, Key
Employee or other employee of the Company or its Affiliates. A copy of such report shall
be provided to the Chairman of the Nevada Board within ten (10) business days of the
date of the report.

H. Sales and leases of Gaming Devices - Except as provided below, the
Committee shall obtain and review the following information prior to the completion of
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any sale or lease of Gaming Devices by the Company or its Affiliates:

(1) The name and address of the purchaser or lessee, and pertinent
background information, including licensing status.

(2) A complete description of the Gaming Devices, including serial
number of each.

3) Identification of the state or foreign country into which the Gaming
Devices are to be shipped.

(4)  Identification of any broker or finder and the compensation
provided.

Except as provided by State law, it will not be necessary to file reports on sales or leases
of Gaming Devices in the State of Nevada unless such transactions involve brokers or
finders. The Compliance Officer will determine whether the importation of gaming
devices is permitted in the jurisdiction into which the devices are to be shipped.
Shipment of Gaming Devices into any other jurisdiction where importation is not
permitted, or to any Person who is not licensed to possess Gaming Devices, if the same is
required in the destination jurisdiction, is prohibited.

In addition, the Committee shall receive and review a quarterly report from the
Compliance Officer of any exceptions to the Company’s policy of selling and delivering
Gaming Devices only to approved Persons and locations.

I. Suppliers, purveyors and other providers of goods and services - The
Company has the responsibility to ensure that it and its Affiliates do business only with
suppliers, purveyors and other providers of goods and services who are not Unsuitable
Persons. Accordingly, the Committee shall review for evidence of good reputation in the
business community all suppliers, purveyors and providers of goods and services to the
Company or its Affiliates who receive or are entitled to receive payments of greater than
$350,000 during any fiscal year. The Compliance Officer may require such Persons to
complete the Company’s “Business Disclosure Form” for review by the Committee. The
Committee may accept the following as evidence of good reputation, unless such reliance
is unwarranted: (i) licensing or approval by any Gaming Authority or by any other
governmental or professional licensing authority; (ii) favorable information generally
available to the Company from the business or professional community; or (iii)
information derived from prior relationships or dealings between such Persons and the
Company or its Affiliates. The Compliance Officer will provide any such available
evidence to the Committee, and the Committee will decide if the evidence is sufficient to
determine that the supplier, purveyor or provider of goods and services to the Company is
not an Unsuitable Person.

J.  Regulatory filings - The Compliance Officer shall prepare a quarterly report
detailing any known violations of filing requirements with Gaming Authorities and the
corrective action taken to reduce the occurrence of future violations. The Committee shall
review this report to determine if all required filings with Gaming Authorities have been
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made. A copy of the final report shall be provided to the Audit Committee of the
Company Board and the Chairman of the Nevada Board within ten (10) days of the date
of the final report.

The Compliance Officer shall also be responsible for the filing of, and will
provide the Committee with copies of, all foreign gaming reports filed with the Nevada
Board pursuant to NRS 463.710.

K. Actions requested by the Gaming Authorities - The Committee shall conduct
or have conducted an investigation of any Person(s) or transactions as requested by the
Chairman of the Nevada Board.

L. Loans - The COO shall provide the Committee with a report, for its renew, of
any loans, guarantees or indemnities in excess of $1,000,000 made by the Company other
than to or for the benefit of an Affiliate. Such report shall contain the following
information:

(1) The name and address of any borrower, indemnitee or person
receiving a guarantee from the Company or any Affiliate.

(2) A complete description of the transaction in reasonable detail.

(3)  Identification of any Persons involved in the transaction, including
any brokers or finders.

If any loan, guarantee or indemnity qualifies as, or is related to, a Material Transaction or
Material Financing, it shall be reviewed in accordance with the requirements of Sections
VIII-1 (A) or (E) as appropriate.

M. Political Contributions - The Company believes that our democratic form of
government benefits citizens who are politically active. For this reason, the Company
encourages each of its employees to participate in civic and political activities in his or
her own way. The Company’s direct political activities, however, are limited by law.
Corporations may not make any contributions, whether direct or indirect, to candidates
for federal office. The Company also may not make contributions to political action
committees that make contributions to federal candidates and cannot reimburse its
employees for any money they may contribute to federal candidates or campaigns.

Violation of federal election laws carries potential criminal penalties of up to one
year in jail and a line of $25,000 or three times the amount of the illegal contribution,
whichever is greater. Civil penalties may also be assessed.

Although some states impose similar restrictions on corporate political
contributions, this i1s not true in all cases. In addition, even under federal law the
Company is not prohibited from engaging in all political activities. For example, the
Company can invite a candidate for federal office to address meetings of its employees
and can express its support of that candidate to that group. The Company may also
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express its views on public issues and spend money to support or oppose those issues.

To ensure that the Company and its subsidiaries are in compliance with all state
and federal campaign finance laws, the Compliance Officer and the General Counsel
should be consulted prior to the donation or loan of Company funds, facilities, or assets,
directly or indirectly, to support or oppose any political party, political action committee,
candidate for political office or ballot or initiative campaign.

N. Annual report to the Nevada Board - The Committee shall prepare and submit
to the Audit Committee of the Company Board and the Chairman of the Nevada Board a
report summarizing the activities, assessments and decisions of the Committee for the
preceding year. This annual report shall be due no later than 90 days after the end of the
Company’s fiscal year.

2, Ultimate authority of the Company Board and Executives

The foregoing responsibilities of the Committee are not intended to displace the
decision-making authority of the Company Board, its Audit Committee or any of the
Executives.

IX.
REPORTING OF AFFILIATES TO THE COMMITTEE

To ensure prompt notification by the Company’s Affiliates of proposed or
pending matters relating to new transactions, undesirable associations or other matters
which may constitute any Unsuitable Situation or adversely affect the Company, the
Committee shall devise a written internal reporting system to govern items that must be
reported to it by the Company and its Affiliates. The internal reporting system will
provide for the reporting of transactions of Affiliates involving required areas of review
set forth in Section VIII of this Program, and will be deemed adopted as part of the
Program.

X.
COMPENSATION AND INDEMNIFICATION OF COMMITTEE MEMBERS

The Company shall compensate the Independent Member for his or her service to
the Committee in such amount as shall be established by the Company Board. The
Company shall indemnify and hold harmless all Committee members to the fullest extent
permitted by law and the Articles of Incorporation and By-laws of the Company.

XI.
INFORMATION TO BE FURNISHED TO THE NEVADA BOARD

The Committee shall provide to the Nevada Board within thirty (30) days after
notice, copies of any adverse actions, proceedings or filings by any Gaming Authority
implicating the Company, or any of its Executives, Key Employees or Affiliates. The
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Committee shall provide the Nevada Board with copies of any documentation involved in
such proceedings. The Committee shall also provide the Nevada Board with copies of
any final reports of an investigation conducted at the Nevada Board’s request pursuant to
Section VIII-1 (M), and any other information that the Nevada Board may request.
Copies of all information and reports furnished to the Nevada Board under this Article XI
shall also be provided to the Audit Committee of the Company Board.

XII.
ASSIGNMENTS BY THE NEVADA BOARD

The Nevada Board may request that the Committee undertake additional duties
and/or assignments relating to a review of activities relevant to the continued
qualification of the Company under the provisions of the Nevada Gaming Control Act
and the regulations of the Nevada Commission. Upon conclusion of any such assignment
by the Committee, the Committee shall provide the Audit Committee of the Company
Board and the Nevada Board with a copy of the final report detailing the investigation
and the concluding results within ten (10) business days of the date of the final report.

XIIL
ANNUAL MEETING WITH THE NEVADA BOARD

Prior to the end of each calendar year, the Chairman and the Compliance Officer,
together with any other members of the Committee or Executives of the Company
designated by, or approved to attend by, the Chairman of the Nevada Board or his
designee, shall, if required by such Chairman or designee, meet with the Chairman of the
Nevada Board or his designee to discuss the Program and related matters.

XIV.
AMENDMENT OF THE PROGRAM

The Program may be amended by the Company Board upon the recommendation
of the Compliance Committee or at the direction of the Chairman of the Nevada Board.
Once any affiliate is licensed in Nevada, all such amendments shall be subject to the
approval of the Chairman of the Nevada Board or his designee.

XV.
EFFECTIVE DATE OF THE PROGRAM

This Program was initially adopted by the Company Board effective as of March
26, 2003. Those portions of this Program that refer to assignments by, reports or notices
to, the direction or approval of, or meetings with the Chairman of the Nevada Board,
became effective as of April 8, 2005, the date this Program was initially approved by the
chairman of the Nevada Board. Section V of this Program was amended by the Company
Board, after approval of the Chairman of the Nevada Board, effective November 7, 2005.
Section V of this Program was amended by the Company Board, after approval of the
Chairman of the Nevada Board, effective July 29, 2010,
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EX-3.1 2 dex31.htm AMENDED AND RESTATED CERTIFICATE OF INCORPORATION-CAESARS

ENTERTAINMENT CORP
Exhibit 3.1

AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION
OF
HARRAH’S ENTERTAINMENT, INC.

Dated as of November 22, 2010
HARRAH’S ENTERTAINMENT, INC., a Delaware corporation (the “Corporation™), does hereby certify that:

FIRST: The present name of the Corporation is “HARRAH’S ENTERTAINMENT, INC.”. The Corporation was originally
incorporated by the filing of its original Certificate of Incorporation with the Secretary of State of the State of Delaware (the “DE Secretary™)
on November 2, 1989 under the name “THE PROMUS COMPANIES INCORPORATED”.

SECOND: An Amended Certificate of Incorporation of the Corporation (the “Amended Certificate™) was filed with the DE
Secretary on January 28, 2008.

THIRD: This Amended and Restated Certificate of Incorporation (this “Certificate”) amends and restates in its entirety the
Amended Certificate, and has been approved in accordance with Sections 242 and 245 of the General Corporation Law of the State of
Delaware and by the stockholders of the Corporation in accordance with Sections 228 and 245 of the General Corporation Law of the State of

Delaware.
FOURTH: This Certificate shall become effective immediately upon its filing with the DE Secretary.

FIFTH: Upon the filing of this Certificate with the DE Secretary, the Amended Certificate shall be amended and restated in its
entirety to read as set forth on Exhibit A attached hereto.

k & & k ok
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IN WITNESS WHEREOF, the undersigned, being the Vice President, Associate General Counsel and Corporate Secretary of the
Corporation, DOES HEREBY CERTIFY that the facts hereinabove stated are truly set forth and, accordingly, such officer has hereunto set his

hand as of the date first above written.

HARRAH’S ENTERTAINMENT, INC.

By: /s/ MICHAEL D. COHEN

Name: Michael D. Cohen
Title: Vice President, Associate General Counsel and

Corporate Secretary

http://www.sec.gov/Archives/edgar/data/858339/000119312510268903/dex31.htm 9/11/2012
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Exhibit A

AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION
OF
CAESARS ENTERTAINMENT CORPORATION

ARTICLE 1
NAME OF THE CORPORATION

The name of the corporation (the “Corporation”) is: Caesars Entertainment Corporation.

ARTICLE Il
REGISTERED OFFICE; REGISTERED AGENT

The address of the registered office of the Corporation in the State of Delaware is: 2711 Centerville Road, Suite 400, Wilmington,
New Castle County, DE 19808. The name of the registered agent of the Corporation at such address is Corporation Service Company.

ARTICLE
PURPOSE

The nature of the business or purposes to be conducted or promoted by the Corporation is to engage in any lawful act or activity for
which corporations may be organized under the General Corporation Law of the State of Delaware (the “DGCL”).

ARTICLE IV
CAPITAL STOCK

Section 4.1 Authorized Shares. The total number of shares of capital stock which the Corporation shall have authority to issue is
1,375,000,000 shares of capital stock, consisting of 1,250,000,000 shares of common stock, par value $.01 per share (the “Common Stock™),
and 125,000,000 shares of preferred stock, par value $.01 per share (the “Preferred Stock”).

Section 4.2 Preferred Stock. The Board of Directors is expressly authorized to provide for the issuance of all or any shares of the
Preferred Stock in one or more series, to fix the number of shares constituting such series, and to increase or decrease the number of shares of
any such series (but not below the number of shares thereof then outstanding) and to fix for each such series such voting powers, full or limited,
or no voting powers, and such distinctive designations, powers, preferences and relative, participating, optional or other special rights and such
qualifications, limitations or restrictions thereof, as shall be stated and expressed in the resolution or resolutions adopted by the Board of
Directors providing for the issuance of such series including, without limitation, the authority to provide that any such series may be (a) subject
to redemption at such time or times and at such price or prices; (b) entitled to receive dividends (which may be cumulative or non-cumulative)
at such rates, on such conditions, and at

http://www.sec.gov/Archives/edgar/data/858339/000119312510268903/dex31.htm 9/11/2012
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such times, and payable in preference to, or in such relation to, the dividends payable on any other class or classes or any other series;
(c) entitled to such rights upon the dissolution of, or upon any distribution of the assets of, the Corporation; or (d) convertible into, or
exchangeable for, shares of any other class or classes of stock, or of any other series of the same or any other class or classes of stock, of the
Corporation at such price or prices or at such rates of exchange and with such adjustments, all as may be stated in such resolution or
resolutions. Notwithstanding the foregoing, the rights of each holder of Preferred Stock shall be subject at all times to compliance with all
gaming and other statutes, laws, rules and regulations applicable to the Corporation and such holder at that time.

Section 4.3 Common Stock.

(a) Dividends. Subject to the rights of holders of Preferred Stock, if any, when, as and if dividends are declared on the Common
Stock, whether payable in cash, in property or in securities of the Corporation, the holders of Common Stock shall be entitled to share equally,
share for share, in such dividends.

(b) Liquidation _or Dissolution. In the event of any voluntary or involuntary liquidation, dissolution or winding up of the
Corporation, holders of Common Stock shall receive a pro rata distribution of any remaining assets after payment of or provision for liabilities
and the liquidation preference on Preferred Stock, if any.

(c) Voting Rights. The holders of Common Stock shall be entitled to one vote per share on all matters to be voted on by the
stockholders of the Corporation.

(d) Consideration for Shares. The Common Stock and Preferred Stock authorized by this Article shall be issued for such
consideration as shall be fixed, from time to time, by the Board of Directors.

(e) Assessment of Stock. The capital stock of the Corporation, after the amount of the subscription price has been fully paid in, shall
not be assessable for any purpose, and no stock issued as fully paid shall ever be assessable or assessed. No stockholder of the Corporation, to
the fullest extent permitted by law, shall be individually liable for the debts or liabilities of the Corporation.

(f) Cumulative Voting for Directors. No stockholder of the Corporation shall be entitled to cumulative voting of his shares for the
election of directors.

(g) Preemptive Rights. No stockholder of the Corporation shall have any preemptive rights by virtue of this Amended and Restated
Certificate of Incorporation.

Section 4.4 Reclassification of Previously Issued and Qutstanding Non-Voting Common Stock of the Corporation. Immediately
prior to the effective time of the filing of this Amended and Restated Certificate of Incorporation with the Secretary of State of the State of
Delaware (the “Effective Time”), the Corporation had 80,000,000 authorized shares of non-voting common stock, $0.01 par value per share, of
which 60,560,806.86 shares were issued and outstanding (the “Outstanding Non-Voting Common_Stock™). At and as of the Effective Time, by
virtue of filing of this Amended and Restated Certificate of Incorporation, each share of

4

http://www.sec.gov/Archives/edgar/data/858339/000119312510268903/dex31.htm 9/11/2012

PA000604



Amended and Restated Certificate of Incorporation-Caesars Entertainment Corp Page 5 of 17

TS rrre ma T AR i Wik Al o & e i ey

Pt ARy e gt 2" et A gt Ry % == A " oqn o n

Outstanding Non-Voting Common Stock issued and outstanding or held in treasury immediately prior to the Effective Time shall be
automatically reclassified, without any action by the holder thereof, as one share of Common Stock, and, from and after such time, the capital
~stock described in Section 4.1 above shall represent all of the authorized capital stock of the Company.

Section 4.5 Cancellation of Previously Issued and Outstanding Voting Stock of the Corporation. Immediately prior to the Effective
Time, the Corporation had 20 authorized shares of voting common stock, $0.01 par value per share, of which 10 shares were issued and

outstanding (the “Outstanding Voting Common Stock™). At and as of the Effective Time, by virtue of filing of this Amended and Restated
Certificate of Incorporation, each share of Qutstanding Voting Common Stock issued and outstanding or held in treasury immediately prior to
the Effective Time shall be automatically cancelled, without any action by the holder thereof, and, from and after such time, the capital stock
described in Section 4.1 above shall represent all of the authorized capital stock of the Company.

ARTICLE V
GAMING AND REGULATORY MATTERS

Section 5.1 Definitions. For purposes of this Article V, the following terms shall have the meanings specified below:

(a) “Affiliate” (and derivatives of such term) shall have the meaning ascribed to such term under Rule 12b-2 promulgated by the
SEC under the Exchange Act.

(b) “Affiliated Company” shall mean any partnership, corporation, limited liability company, trust or other entity directly or
indirectly Affiliated or under common Ownership or Control with the Corporation including, without limitation, any subsidiary, holding
company or intermediary company (as those or similar terms are defined under the Gaming Laws of any applicable Gaming Jurisdictions), in
each case that is registered or licensed under applicable Gaming Laws.

(c) “Control” (and derivatives of such term) (i) with respect to any Person, shall have the meaning ascribed to such term under Rule
12b-2 promulgated by the SEC under the Exchange Act, (ii) with respect to any Interest, shall mean the possession, directly or indirectly, of the
power to direct, whether by agreement, contract, agency or otherwise, the voting rights or disposition of such Interest, and (iii) as applicable,
the meaning ascribed to the term “control” (and derivatives of such term) under the Gaming Laws of any applicable Gaming Jurisdictions).

(d) “Exchange Act” shall mean the Securities Exchange Act of 1934, as amended from time to time.

(e) “Gaming” or “Gaming Activities” shall mean the conduct of gaming and gambling activities, race books and sports pools, or the
use of gaming devices, equipment and supplies in the operation of a casino, simulcasting facility, card club or other enterprise, including,
without limitation, slot machines, gaming tables, cards, dice, gaming chips, player tracking systems, cashless wagering systems, mobile gaming
systems, inter-casino linked systems and related and associated equipment, supplies and systems.
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(f) “Gaming_Authorities” shall mean all international, national, foreign, domestic, federal, state, provincial, regional, local, tribal,
municipal and other regulatory and licensing bodies, instrumentalities, departments, commissions, authorities, boards, officials, tribunals and
agencies with authority over or responsibility for the regulation of Gaming within any Gaming Jurisdiction.

(g) “Gaming Jurisdictions” shall mean all jurisdictions, domestic and foreign, and their political subdivisions, in which Gaming
Activities are or may be lawfully conducted, including, without limitation, all Gaming Jurisdictions in which the Corporation or any of the
Affiliated Companies currently conducts or may in the future conduct Gaming Activities.

(h) “Gaming Laws” shall mean all laws, statutes and ordinances pursuant to which any Gaming Authority possesses regulatory,
permit and licensing authority over the conduct of Gaming Activities, or the Ownership or Control of an Interest in an entity which conducts
Gaming Activities, in any Gaming Jurisdiction, all orders, decrees, rules and regulations promulgated thereunder, all written and unwritten
policies of the Gaming Authorities and all written and unwritten interpretations by the Gaming Authorities of such laws, statutes, ordinances,
orders, decrees, rules, regulations and policies.

(i) “Gaming Licenses” shall mean all licenses, permits, approvals, orders, authorizations, registrations, findings of suitability,
franchises, exemptions, waivers, concessions and entitlements issued by any Gaming Authority necessary for or relating to the conduct of
Gaming Activities by any Person or the Ownership or Control by any Person of an Interest in an entity that conducts or may in the future
conduct Gaming Activities.

(j) “Interest” shall mean the stock or other securities of an entity or any other interest or financial or other stake therein, including,
without limitation, the Securities.

(k) “Own” or “Ownership” (and derivatives of such terms) shall mean (i) ownership of record, (ii) “beneficial ownership” as
defined in Rule 13d-3 or Rule 16a-1(a)(2) promulgated by the SEC under the Exchange Act, and (iii) as applicable, the meaning ascribed to the
terms “own” or “ownership” (and derivatives of such terms) under the Gaming Laws of any applicable Gaming Jurisdictions.

(1) “Person” shall mean an individual, partnership, corporation, limited liability company, trust or any other entity.

(m) “Redemption Date” shall mean the date set forth in the Redemption Notice by which the Securities Owned or Controlled by an
Unsuitable Person or an Affiliate of an Unsuitable Person are to be redeemed by the Corporation or any of its Affiliated Companies, which
redemption date shall be determined in the sole and absolute discretion of the Board of Directors of the Corporation but which shall in no event
be fewer than 45 calendar days following the date of the Redemption Notice, unless (i) otherwise required by a Gaming Authority or pursuant
to any applicable Gaming Laws, (ii) prior to the expiration of such 45-day period, the Unsuitable Person shall have sold (or otherwise fully
transferred or otherwise disposed of its Ownership of) its Securities to a Person that is not an Unsuitable Person (in which case, such
Redemption Notice will only apply to those Securities that have not been sold or
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otherwise disposed of) by the selling Unsuitable Person and, commencing as of the date of such sale, the purchaser or recipient of such
Securities shall have all of the rights of a Person that is not an Unsuitable Person), or (iii) the cash or other Redemption Price necessary to
effect the redemption shall have been deposited in trust for the benefit of the Unsuitable Person or its Affiliate and shall be subject to
immediate withdrawal by such Unsuitable Person or its Affiliate upon (x) surrender of the certificate(s) evidencing the Securities to be
redeemed accompanied by a duly executed stock power or assignment or (y) if the Securities are uncertificated, upon the delivery of a duly
executed assignment or other instrument of transfer.

(n) “Redemption Notice” shall mean that notice of redemption delivered by the Corporation pursuant to this Article to an
Unsuitable Person or an Affiliate of an Unsuitable Person if a Gaming Authority so requires the Corporation, or if the Board of Directors deems
it necessary or advisable, to redeem such Unsuitable Person’s or Affiliale’s Securities. Each Redemption Notice shall set forth (i) the
Redemption Date, (ii) the number and type of Securities to be redeemed, (iii) the Redemption Price and the manner of payment therefor,
(iv) the place where any certificates for such Securities shall be surrendered for payment, and (v) any other requirements of surrender of the
certificates, including how such certificates are to be endorsed, if at all.

(o) “Redemption Price” shall mean the price to be paid by the Corporation for the Securities to be redeemed pursuant to this Article,
which shall be that price (if any) required to be paid by the Gaming Authority making the finding of unsuitability, or if such Gaming Authority
does not require a certain price to be paid (including if the finding of unsuitability is made by the Board of Directors alone), that amount
determined by the Board of Directors to be the fair value of the Securities to be redeemed; provided, that unless a Gaming Authority requires
otherwise, the Redemption Price shall in no event exceed (i) the lowest closing price of such Securities reported on any of the domestic
securities exchanges on which such Securities are listed on the date of the Redemption Notice or, if there have been no sales on any such
exchange on such day, the average of the highest bid and lowest ask prices on all such exchanges at the end of such day, or (ii) if such
Securities are not then listed for trading on any national securities exchange, then the mean between the representative bid and the ask price as
quoted by another generally recognized reporting system, or (iii) if such Securities are not so quoted, then the average of the highest bid and
lowest ask prices on such day in the domestic over-the-counter market as reported by Pink OTC Markets Inc. or any similar successor
organization, or (v) if such Securities are not quoted by any recognized reporting system, then the fair value thereof, as determined in good
faith and in the reasonable discretion of the Board of Directors. The Corporation may pay the Redemption Price in any combination of cash
and/or promissory note as required by the applicable Gaming Authority and, if not so required (including if the finding of unsuitability is made
by the Board of Directors alone), as determined by the Board of Directors, provided, that in the event the Corporation elects to pay all or any
portion of the Redemption Price with a promissory note, such promissory note shall have a term of ten years, bear interest at a rate equal to
three percent (3)% per annum and amortize in 120 equal monthly installments, and shall contain such other terms and conditions as the Board
of Directors determines, in its discretion, to be necessary or advisable.

{p) “SEC” shall mean the U.S. Securities and Exchange Commission.
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(q) “Securities” shall mean the capital stock of the Corporation and the capital stock, member’s interests or membership interests,
partnership interests or other equity securities of any Affiliated Company.

(r) “Transfer” shall mean the sale and every other method, direct or indirect, of transferring or otherwise disposing of an Interest, or
the Ownership, Control or possession thereof, or fixing a lien thereupon, whether absolutely or conditionally, voluntarily or involuntarily, by or
without judicial proceedings, as a conveyance, sale, payment, pledge, mortgage, lien, encumbrance, gift, security, or otherwise (including by
merger or consclidation).

(s) “Unsuitable Person™ shall mean a Person who (i) fails or refuses to file an application, or has withdrawn or requested the
withdrawal of a pending application, to be found suitable by any Gaming Authority or for any Gaming License, (ii) is denied or disqualified
from eligibility for any Gaming License by any Gaming Authority, (iii) is determined by a Gaming Authority to be unsuitable or disqualified to
Own or Control any Securities, (iv) is determined by a Gaming Authority to be unsuitable to be Affiliated, associated or involved with a Person
engaged in Gaming Activities in any Gaming Jurisdiction, (v) causes any Gaming License of the Corporation or any Affiliated Company to be
lost, rejected, rescinded, suspended, revoked or not renewed by any Gaming Authority, or causes the Corporation or any Affiliated Company to
be threatened by any Gaming Authority with the loss, rejection, rescission, suspension, revocation or non-renewal of any Gaming License (in
each of (ii) through (v) above, regardless of whether such denial, disqualification or determination by a Gaming Authority is final and/or non-
appealable), or (vi) is deemed likely, in the sole and absolute discretion of the Board of Directors, to (A) preclude or materially delay, impede,
impair, threaten or jeopardize any Gaming License held by the Corporation or any Affiliated Company or the Corporation’s or any Affiliated
Company’s application for, right to the use of, entitlement to, or ability to obtain or retain, any Gaming License, (B) cause or otherwise result
in, the disapproval, canceliation, termination, material adverse modification or non-renewal of any material contract to which the Corporation
or any Affiliated Company is a party, or (C) cause or otherwise result in the imposition of any materially burdensome or unacceptable terms or
conditions on any Gaming License of the Corporation or any Affiliated Company.

Section 5.2 Compliance with Gaming Laws. All Securities shall be held subject to the restrictions and requirements of all applicable
Gaming Laws. All Persons Owning or Controlling Securities shall comply with all applicable Gaming Laws, including any provisions of such
Gaming Laws that require such Person to file applications for Gaming Licenses with, and provide information to, the applicable Gaming
Authorities. Any Transfer of Securities may be subject to the prior approval of the Gaming Authorities and/or the Corporation or the applicable
Affiliated Company, and any purported Transfer thereof in violation of such requirements shall be void ab initio.

Section 5.3 Ownership Restrictions. Any Person who Owns or Controls five percent (5%) or more of any class or series of the
Corporation’s Securities shall (a) promptly notify the Corporation of such fact, (b) provide to the Gaming Authorities in each Gaming
Jurisdiction in which the Corporation or any subsidiary thereof either conducts Gaming or has a pending application for a Gaming License all
information regarding such Person as may be requested or required by such Gaming Authorities, (¢) respond to written or oral questions or
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inquiries from any such Gaming Authorities and (d) by virtue of such Ownership or Control, be deemed to consent to the performance of any
personal background investigation that may be required by such Gaming Authorities.

Section 5.4 Finding of Unsuitability.

(a) The Securities Owned or Controlled by an Unsuitable Person or an Affiliate of an Unsuitable Person shall be redeemable by the
Corporation or the applicable Affiliated Company, out of funds legally available therefor, as directed by a Gaming Authority and, if not so
directed, as and to the extent deemed necessary or advisable by the Board of Directors, in which event the Corporation shall deliver a
Redemption Notice to the Unsuitable Person or its Affiliate and shall redeem or purchase or cause one or more Affiliated Companies to
purchase the Securities on the Redemption Date and for the Redemption Price set forth in the Redemption Notice. From and after the
Redemption Date, such Securities shall no longer be deemed to be outstanding, such Unsuitable Person or Affiliate of such Unsuitable Person
shall cease to be a stockholder, member, partner or owner, as applicable, of the Corporation and/or Affiliated Company with respect to such
Securities, and all rights of such Unsuitable Person or Affiliate of such Unsuitable Person in such Securities, other than the right to receive the
Redemption Price, shall cease. In accordance with the requirements of the Redemption Notice, such Unsuitable Person or its Affiliate shall
surrender the certificate(s), if any, representing the Securities to be so redeemed.

(b) Commencing on the date that a Gaming Authority serves notice of a determination of unsuitability or disqualification of a holder
of Securities, or the Board of Directors otherwise determines that a Person is an Unsuitable Person, and until the Securities Owned or
Controlied by such Person are Owned or Controlled by a Person who is not an Unsuitable Person, it shall be unlawful for such Unsuitable
Person or any of its Affiliates to and such Unsuitable Person and its Affiliates shall not: (i) receive any dividend, payment, distribution or
interest with regard to the Securities, (i1) exercise, directly or indirectly or through any proxy, trustee, or nominee, any voting or other right
conferred by such Securities, and such Securities shall not for any purposes be included in the Securities of the Corporation or the applicable
Affiliated Company entitled to vote, or (iii) receive any remuneration that may be due to such Person, accruing after the date of such notice of
determination of unsuitability or disqualification by a Gaming Authority, in any form from the Corporation or any Affiliated Company for
services rendered or otherwise, or (iv) be or continue as a manager, officer, partner or director of the Corporation or any Affiliated Company.

Section 5.5 Notices. All notices given by the Corporation or an Affiliated Company pursuant to this Article, including Redemption
Notices, shall be in writing and shall be deemed given when delivered by personal service, overnight courier, first-class mail, postage prepaid,
addressed to the Person at such Person’s address as it appears on the books and records of the Corporation or Affiliated Company.

Section 5.6 Indemnification. Any Unsuitable Person and any Affiliate of an Unsuitable Person shall indemnify and hold harmless
the Corporation and its Affiliated Companies for any and all losses, costs, and expenses, including attorneys’ costs, fees and expenses, incurred
by the Corporation and its Affiliated Companies as a result of, or arising out
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of, such Unsuitable Person’s continuing Ownership or Control of Securities, failure or refusal to comply with the provisions of this Article, or
failure to divest himself, herself or itself of any Securities when and in the specific manner required by the Gaming Authorities or this Article.

Section 5.7 Injunctive Relief. The Corporation shall be entitled to injunctive or other equitable relief in any court of competent
jurisdiction to enforce the provisions of this Article and each Person who Owns or Controls Securities shall be deemed to have consented to
injunctive or other equitable relief and acknowledged, by virtue of such Ownership or Control, that the failure to comply with this Article will
expose the Corporation and the Affiliated Companies to irreparable injury for which there is no adequate remedy at law and that the
Corporation and the Affiliated Companies shall be entitled to injunctive or other equitable relief to enforce the provisions of this Article.

Section 5.8 Non-Exclusivity of Rights. The right of the Corporation or any Affiliated Company to redeem Securities pursuant to
this Article shall not be exclusive of any other rights the Corporation or any Affiliated Company may have or hereafter acquire under any
agreement, provision of the bylaws of the Corporation or such Affiliated Company or otherwise. To the extent permitted under applicable
Gaming Laws, the Corporation shall have the right, exercisable in the sole discretion of the Board of Directors, to propose that the parties,
immediately upon the delivery of the Redemption Notice, enter into an agreement or other arrangement, including, without limitation, a
divestiture trust or divestiture plan, which will reduce or terminate an Unsuitable Person’s Ownership or Control of all or a portion of its
Securities.

Section 5.9 Further Actions. Nothing contained in this Article shall limit the authority of the Board of Directors to take such other
action, to the extent permitted by law, as it deems necessary or advisable to protect the Corporation or the Affiliated Companies from the denial
or loss or threatened demal or loss of any Gaming License of the Corporation or any of its Affiliated Companies. Without limiting the
generality of the foregoing, the Board of Directors may conform any provisions of this Article to the extent necessary to make such provisions
consistent with Gaming Laws. In addition, the Board of Directors may, to the extent permitted by law, from time to time establish, modify,
amend or rescind bylaws, regulations, and procedures of the Corporation not inconsistent with the express provisions of this Article for the
purpose of determining whether any Person is an Unsuitable Person and for the orderly application, administration and implementation of the
provisions of this Article. Such procedures and regulations shall be kept on file with the Secretary of the Corporation, the secretary of each of
the Affiliated Companies and with the transfer agent, if any, of the Corporation and/or any Affiliated Companies, and shall be made available
for inspection and, upon reasonable request, mailed to any record holder of Securities.

Section 5.10 Authority of the Board of Directors. The Board of Directors shall have exclusive authority and power to administer
this Article and to exercise all rights and powers specifically granted to the Board of Directors or the Corporation, or as may be necessary or
advisable in the administration of this Article, All such actions which are done or made by the Board of Directors in good faith shall be final,
conclusive and binding on the Corporation and all other Persons; provided, that the Board of Directors may delegate all or any portion of its
duties and powers under this Article to a committee of the Board of Directors as it deems necessary or advisable.
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Section 5.11 Severability. If any provision of this Article or the application of any such provision to any Person or under any
circumstance shall be held invalid, illegal, or unenforceable in any respect by a court of competent jurisdiction, such invalidity, illegality or
unenforceability shall not affect any other provision of this Article.

Section 5.12 Termination and Waivers. Except as may be required by any applicable Gaming Law or Gaming Authority, the Board
of Directors may waive any of the rights of the Corporation or any restrictions contained in this Article in any instance in which and to the
extent the Board of Directors determines that a waiver would be in the best interests of the Corporation. Except as required by a Gaming
Authority, nothing in this Article shall be deemed or construed to require the Corporation to repurchase any Securities Owned or Controlled by
an Unsuitable Person or an Affiliate of an Unsuitable Person.

Section 5.13 Legend. The restrictions set forth in this Article shall be noted conspicuously on any certificate evidencing the
Securities in accordance with the requirements of the DGCL and any applicable Gaming Laws.

Section 5.14 Required New Jersey Charter Provisions.

(a) This Amended and Restated Certificate of Incorporation shall be deemed to include all provisions required by the New Jersey
Casino Control Act, N.J.S.A. 5:12-1 et seq., as amended from time to time (the “New Jersey Act”) and, to the extent that anything contained
herein or in the bylaws of the Corporation is inconsistent with the New Jersey Act, the provisions of the New Jersey Act shall govern. All
provisions of the New Jersey Act, to the extent required by law to be stated in this Amended and Restated Certificate of Incorporation, are
incorporated herein by this reference.

(b) This Amended and Restated Certificate of Incorporation shall be subject to the provisions of the New Jersey Act and the
rules and regulations of the New Jersey Casino Control Commission (the “New Jersey Commission”) promulgated thereunder. Specifically,
and in accordance with the provisions of Section 82(d}(7) of the New Jersey Act, the Securities of the Corporation are held subject to the
condition that, if a holder thereof is found to be disqualified by the New Jersey Commission pursuant to the provisions of the New Jersey Act,
the holder must dispose of such Securities in accordance with Section 5.4(a) of this Article and shall be subject to Section 5.4(b) of this Article.

(¢} Any newly elected or appointed director or officer of, or nominee to any such position with, the Corporation, who is required to
qualify pursuant to the New Jersey Act, shall not exercise any powers of the office to which such individual has been elected, appointed or
nominated until such individual has been found qualified to hold such office or position by the New Jersey Commission in accordance with the
New Jersey Act or the New Jersey Commission permits such individual to perform duties and exercise powers relating to any such position
pending qualification, with the understanding that such individual will be immediately removed from such position if the New Jersey
Commission determines that there is reasonable cause to believe that such individual may not be qualified to hold such position.
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ARTICLE V1
MEETINGS; BOOKS AND RECORDS

Meetings of stockholders may be held within or without the State of Delaware, as the By-Laws may provide. Any action to be taken
at any annual or special meeting of the stockholders may be taken without a meeting, without prior notice and without a vote, if a consent or
consents in writing, setting forth the action so taken, shall be signed by the holders of outstanding Common Stock having not less than the
minimum number of votes that would be necessary to authorize or take such action at a meeting at which all shares of Common Stock entitled
to vote thereon were present and voted and shall be delivered to the Corporation,

The books of the Corporation may be kept (subject to any provision contained in the DGCL) outside of the State of Delaware at
such place or places as may be designated from time to time by the Board of Directors or in the By-Laws of the Corporation.

ARTICLE VII
AMENDMENTS; BY-LAWS

The Corporation reserves the right to amend, alter, change or repeal any provision contained in this Amended and Restated
Certificate of Incorporation, in the manner now or hereafter prescribed by statute, and all rights conferred upon stockholders herein are granted
subject to this reservation.

In furtherance and not in limitation of the powers conferred by the laws of the State of Delaware, the By-Laws of the Corporation
may be made, altered, amended or repealed by the stockholders or by a majority of the entire Board of Directors.

ARTICLE VIII
ELECTIONS

Unless and except to the extent that the By-Laws of the Corporation shall so require, elections of directors need not be by written
ballot.

ARTICLE IX
INDEMNIFICATION; ADVANCEMENT OF EXPENSES; EXCULPATION

(a) Right to Indemnification. The Corporation shall indemnify and hold harmless to the fullest extent permitted under and in
accordance with the laws of the State of Delaware, as the same exists or may hereafter be amended, any person who was or is a party or is
threatened to be made a party to any threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative or
investigative (other than an action by or in the right of the Corporation) (hereinafter a “proceeding”) by reason of the fact that the person is or
was a director, officer or employee of the Corporation, or is or was serving at the request of the Corporation as a director, officer or employee
of another corporation, partnership, joint venture, trust or other enterprise, including service with respect to employee benefit plans, whether the
basis of such proceeding is alleged action in an official capacity as a director, officer or employee while serving as a director, officer or
employee, against all expenses and loss
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shall continue as to a person who has ceased to be a director, officer or employee and shall inure to the benefit of his or her heirs, executors and
administrators; provided, however, that, except as provided in paragraph (c) hereof, the Corporation shall indemnify any such person seeking

indemnification in connection with a proceeding (or part thereof) initiated by such person only if such proceeding (or part thereof) was
authorized by the Board.

(b) The Corporation shall indemnify and hold harmless any person who was or is a party or is threatened to be made a party to any
threatened, pending or completed proceeding by or in the right of the Corporation to procure a judgment in its favor by reason of the fact that
the person is or was a direclor, officer or employee of the Corporation, or is or was serving at the request of the Corporation as a director,
officer or employee of another corporation, partnership, joint venture, trust or other enterprise, including service with respect to employee
benefit plans, whether the basis of such proceeding is alleged action in an official capacity as a director, officer or employee, while serving as a
director, officer or employee, against all expenses and loss (including attorneys® fees, judgments, fines, amounts paid or to be paid in
settlement, and excise taxes or penalties arising under the Employee Retirement Income Security Act of 1974), reasonably incurred or suffered
by such person in connection with the defense or settlement of such proceeding and such indemnification shall continue as to a person who has
ceased to be a director, officer or employee and shall inure to the benefit of his or her heirs, executors and administrators; provided, however,
that, except as provided in paragraph (c) hereof, the Corporation shall indemnify any such person seeking indemnification in connection with a
proceeding (or part thereof) initiated by such person only if such proceeding (or part thereof) was authorized by the Board; provided, further,
that no indemnification shall be made in respect of any claim, issue or matter as to which such person shall have been adjudged to be liable to
the Corporation unless and only to the extent that the Court of Chancery or the court in which such proceeding was brought shall determine
upon application that, despite the adjudication of liability but in view of all the circumstances of the case, such person is fairly and reasonably
entitled to indemnity for such expenses which the Court of Chancery or such other court shall deem proper.

(¢) Right of Claimant to Bring Suit. If a claim under paragraph (a) or {(b) of this Section is not paid in full by the Corporation within
thirty (30) days after a written claim has been received by the Corporation, the claimant may at any time thereafter bring suit against the
Corporation to recover the unpaid amount of the claim and, if successful in whole or in part, the claimant shall be entitled to be paid also the
expense of prosecuting such claim. It shall be a defense to any such proceeding (other than an action brought to enforce a claim for expenses
incurred in defending any proceeding in advance of its final disposition where the required undertaking, if any is required, has been tendered to
the Corporation) that the claimant has not met the standards of conduct which make it permissible under the DGCL for the Corporation to
indemnify the claimant for the amount claimed, but the burden of proving such defense shall be on the Corporation. Neither the failure of the
Corporation (including its Board of Directors, independent legal counsel, or its stockholders) to have made a determination prior to the
commencement of such proceeding that indemnification of the claimant is proper in the circumstances because he or she has met the applicable
standard of conduct set forth in the
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DGCL, nor an actual determination by the Corporation (including its Board of Directors, independent legal counsel, or its stockholders) that the
claimant has not met such applicable standard of conduct, shall be a defense to the proceeding or create a presumption that the claimant has not
met the applicable standard of conduct.

(d) Advancement of Expenses. Expenses incurred in defending a civil or criminal action, suit or proceeding shall (in the case of any
action, suit or proceeding against a director of the Corporation) or may as authorized by the Board, to the fullest extent not prohibited by law
(in the case of any action, suit or proceeding against an officer, trustee, employee or agent), be paid by the Corporation in advance of the final
disposition of such action, suit or proceeding upon receipt of an undertaking by or on behalf of the indemnified person to repay such amount if
it shall ultimately be determined that he is not entitled to be indemnified by the Corporation as authorized in this Article IX,

(e) Non-Exclusivity of Rights: Indemnification of Persons other than Directors, Officers and Emplovees. The indemnification and

other rights set forth in this Article IX shall not be exclusive of any provisions with respect thereto in any statute, provision of this Amended
and Restated Certificate of Incorporation, the By-Laws of the Corporation or any other contract or agreement between the Corporation and any
officer, director or employee. The Corporation may, to the extent authorized from time to time by the Board of Directors, grant rights to
indemnification and to the advancement of expenses to any agent of the Corporation or any person (other than a person who is entitled to
indemnification under clauses (a) or (b) of this Article IX) who was serving at the request of the Corporation as a director, officer, manager,
employee, agent or trustee of another corporation, partnership, joint venture, trust or other enterprise, including service with respect to
employee benefit plans, to the fullest extent of the provisions of this Article IX with respect to the indemnification and advancement of
expenses of directors, officers and employees of the Corporation.

(f) Insurance. The Corporation may maintain insurance, at its expense, to protect itself and any director, officer, employee or agent
of the Corporation or another corporation, partnership, joint venture, trust or other enterprise, against any such expense, liability or loss,
whether or not the Corporation would have the power to indemnify such person against such expense, liability or loss under the DGCL.

(g) Amendment. Neither the amendment nor repeal of this Article IX (by merger, consolidation or otherwise), nor the adoption of
any provision of this Amended and Restated Certificate of Incorporation inconsistent with Article IX, shall eliminate or reduce the effect of this
Article IX in respect of any matter occurring before such amendment, repeal or adoption of an inconsistent provision or in respect of any cause
of action, suit or claim relating to any such matter which would have given rise to a right of indemnification or right to receive expenses
pursuant to this Article IX if such provision had not been so amended or repealed or if a provision inconsistent therewith had not been so
adapted.

(h) Exculpation. No director shall be personally liable to the Corporation or any stockholder for monetary damages for breach of
fiduciary duty as a director; provided, however, that the foregoing shall not eliminate or limit the liability of a director:

(i) for any breach of the director’s duty of loyalty to the Corporation or its stockholders;
14
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(i) for acts or omissions not in good faith or which involve intentional misconduct or a knowing violation of law;
(iii) under Section 174 of the DGCL; or

(iv) for any transaction from which the director derived an improper personal benefit.

If the DGCL 1s amended after the date hereof to authorize corporate action further eliminating or limiting the personal liability of
directors, then the liability of a director of the Corporation shall be eliminated or limited to the fullest extent permitted by the DGCL, as so
amended.

The rights to indemnification and advancement of expenses conferred upon directors and officers of the Corporation in this Article
1X shall be contract rights, shall vest when such person becomes a director or officer of the Corporation and shall continue as vested contract
rights. Any repeal or modification of the foregoing paragraph shall not adversely affect any right or protection of a director or officer of the
Corporation existing hereunder with respect to any act or omission occurring prior to such repeal or modification.

ARTICLE X
NO CONFLICT

Neither any contract or other transaction between the Corporation and any other corporation, partnership, limited liability company,
joint venture, firm, association, or other entity (an “Entity”), nor any other acts of the Corporation with relation to any other Entity will, in the
absence of fraud, to the fullest extent permitted by applicable law, in any way be invalidated or otherwise affected by the fact that any one or
more of the directors or officers of the Corporation are pecuniarily or otherwise interested in, or are directors, officers, partners, or members of,
such other Entity (such directors, officers, and Entities, each a “Related Person™). Any Related Person may be a party to, or may be pecuniarily
or otherwise interested in, any contract or transaction of the Corporation; provided that the fact that person is a Related Person is disclosed or is
known to the Board or a majority of directors present at any meeting of the Board at which action upon any such contract or transaction is
taken; and any director of the Corporation who is also a Related Person may be counted in determining the existence of a quorum at any
meeting of the board of directors during which any such contract or transaction is authorized and may vote thereat to authorize any such
contract or transaction, with like force and effect as if such person were not a Related Person. Any director of the Corporation may vote upon
any contract or any other transaction between the Corporation and any subsidiary or affiliated corporation without regard to the fact that such
person is also a director or officer of such subsidiary or affiliated corporation.

Any contract, transaction or act of the Corporation or of the directors that is ratified at any annual meeting of the stockholders of the
Corporation, or at any special meeting of the stockholders of the Corporation called for such purpose, will, insofar as permitted by applicable
law, be as valid and as binding as though ratified by every stockholder of the
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Corporation; provided, however, that any failure of the stockholders to approve or ratify any such contract, transaction or act, when and if
submitted, will not be deemed in any way to invalidate the same or deprive the Corporation, its directors, officers or employees, of its or their
right to proceed with such contract, transaction or act.

Subject to any express agreement that may from time to time be in effect, (x) any director or officer of the Corporation who is also
an officer, director, employee, managing director or other affiliate of either Apollo Management VI, L.P., on behalf of its investment funds
(“Apollo”), and/or TPG Capital, L.P. (“IPG”) or any of their respective affiliates (collectively, the “Managers™) and (y) the Managers and their
affiliates, may, and shall have no duty not to, in each case on behalf of the Managers or their affiliates (the persons and entities in clauses
(x) and (y), each a “Covered Manager Person™), to the fullest extent permitted by applicable law, (i) carry on and conduct, whether directly, or
as a partner in any partnership, or as a joint venturer in any joint venture, or as an officer, director or stockholder of any corporation, or as a
participant in any syndicate, pool, trust or association, any business of any kind, nature or description, whether or not such business is
competitive with or in the same or similar lines of business as the Corporation, (ii) do business with any client, customer, vendor or lessor of
any of the Corporation or its affiliates, and (iii) make investments in any kind of property in which the Corporation may make investments, To
the fullest extent permitted by Section 122(17) of the DGCL, the Corporation hereby renounces any interest or expectancy of the Corporation
to participate in any business of the Managers or their affiliates, and waives any claim against a Covered Manager Person and shall indemnify a
Covered Manager Person against any claim that such Covered Manager Person is liable to the Corporation or its stockholders for breach of any
fiduciary duty solely by reason of such person’s or entity’s participation in any such business.

In the event that a Covered Manager Person acquires knowledge of a potential transaction or matter which may constitute a
corporate opportunity for both (x) the Covered Manager Person, in his or her Apollo-related capacity or TPG-related capacity, as the case may
be, or Apollo or TPG, to the fullest extent permitted by applicable law, as the case may be, or its affiliates and (y) the Corporation, the Covered
Manager Person shall not have any duty to offer or communicate information regarding such corporate opportunity to the Corporation. To the
fullest extent permitted by Section 122(17) of the DGCL, the Corporation hereby renounces any interest or expectancy of the Corporation in
such corporate opportunity and waives any claim against each Covered Manager Person and shall indemnify a Covered Manager Person
against any claim, that such Covered Manager Person is liable to the Corporation or its stockholders for breach of any fiduciary duty solely by
reason of the fact that such Covered Manager Person (i) pursues or acquires any corporate opportunity for its own account or the account of any
affiliate, (ii) directs, recommends, sclls, assigns, or otherwise transfers such corporate opportunity to another person or (iii) does not
communicate information regarding such corporate opportunity to the Corporation, provided, however, in each case, that any corporate
opportunity which is expressly offered to a Covered Manager Person in writing solely in his or her capacity as an officer or director of the
Corporation shall belong to the Corporation.

Any person or entity purchasing or otherwise acquiring any interest in any shares of capital stock of the Corporation shall be
deemed to have notice of and to have consented to the provisions of this Article X.

16

http://www.sec.gov/Archives/edgar/data/858339/000119312510268903/dex31.htm 9/11/2012

PA000616



Amended and Restated Certificate of Incorporation-Caesars Entertainment Corp Page 17 of 17

R PR AR e L PR A PSRRI RS T B W U e W —r - = - e ——— T T

This Article X may not be amended, modified or repealed without the prior written consent of each of the Managers.

ARTICLE XI
FORUM SELECTION

Unless the Corporation consents in writing to the selection of an alternative forum, the Court of Chancery of the State of Delaware
shall be the sole and exclusive forum for (a) any derivative action or proceeding brought on behalf of the Corporation, (b} any action asserting a
claim of breach of a fiduciary duty owed by any director, officer, employee or agent of the Corporation to the Corporation or the Corporation’s
stockholders, (c) any action asserting a claim arising pursuant to any provision of the DGCL, or (d) any action asserting a claim governed by
the internal affairs doctrine, in each such case subject to such Court of Chancery having personal jurisdiction over the indispensable parties
named as defendants therein. Any person or entity purchasing or otherwise acquiring any interest in shares of capital stock of the Corporation
shall be deemed to have notice of and consented to the provisions of this Article XI.
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Exhibit 3.1

CERTIFICATE OF AMENDMENTOF
AMENDED AND RESTATED CERTIFICATE OF INCORPORATION
OF
GLOBAL CASH ACCESS HOLDINGS, INC.

The undersigned, Scott Betts, hereby certifies that:
1. He is the President of Global Cash Access Holdings, Inc., a Delaware corporation (the “Corporation™).

2. The last paragraph of Article IV of the Amended and Restated Certificate of Incorporation of the Corporation is
amended and restated to read in its entirety as follows:

Subject to Article X, each outstanding share of Common Stock shall entitle the holder thereof to one vote on each
matter properly submitted to the stockholders of the Corporation for their vote; provided, however , that, except as
otherwise required by law, holders of Common Stock shall not be entitled to vote on any amendment to this Amended
and Restated Certificate of Incorporation (including any certificate of designation filed with respect to any series of
Preferred Stock) that relates solely to the terms of one or more outstanding series of Preferred Stock if the holders of such
affected series are entitled, either separately or together as a class with the holders of one or more other such series, to
vote thereon by law or pursuant to this Amended and Restated Certificate of Incorporation (including any certificate of
designation filed with respect to any series of Preferred Stock).

3. The following Article X is added to the Amended and Restated Certificate of Incorporation of the Corporation:
ARTICLE X
COMPLIANCE WITH GAMING LAWS

A. REDEMPTION .

1. Redemption of Shares of an Unsuitable Person . At the option of the Corporation, any or all shares of
any class or series of stock of the Corporation (“Shares”) owned by an Unsuitable Person may be redeemed by the
Corporation for the Redemption Price out of funds lawfully available on the Redemption Date. Shares redeemable
pursuant to this Section A.1. shall be redeemable at any time and from time to time pursuant to the terms hereof.

2. Partial Redemption. In the case of a redemption of only some of the shares owned by a stockholder, the
Board of Directors shall select the Shares to be redeemed, by lot or in any other manner determined in good faith by
the Board of Directors.

3. Redemption Notice. In the case of a redemption pursuant to Section A.1. of this ARTICLE X, the
Corporation shall send a written notice to the holder of the Shares called for redemption (the “Redemption Notice”),
which shall set forth: (a) the Redemption Date, (b) the number of Shares to be redeemed on the Redemption Date,
(c) the Redemption Price and the manner of payment therefor, (d) the place where any certificates for such Shares
shall be surrendered for payment, duly endorsed in blank or accompanied by proper instruments of transfer, and
(e) any other requirements of surrender of the certificates (if any) representing the Shares to be redeemed.
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4. Method of Payment of Redemption Price. The Redemption Price may be paid in cash, by promissory
note, or both, as required by any Gaming Authority and, if not so required, as the Corporation elects. If any portion of
the Redemption Price is to be paid pursuant to a promissory note: (a) such note will have a face amount equal to the
portion of the Redemption Price for which the note is given (i.e., if the Redemption Price is $1,000, and cash of $250
is paid, the note shall have a face amount of $750), and (b) unless the Corporation agrees to different terms, the note
will (i) be unsecured, (ii) have a term of five years, (iii) bear interest, compounded annually, at the prime rate of
interest as published in the Wall Street Journal on the Redemption Date, provided that if the Wall Street Journal ceases
to publish the prime rate, the Corporation will reasonably determine a substitute method for determining the prime
rate, and (iv) have such other terms as are determined to be customary and appropriate by the board, in its sole
discretion, after consultation with a nationally recognized investment bank.

B. RIGHTS OF HOLDERS OF SHARES. On and after the date of a Redemption Notice, any Unsuitable Person
owning Shares called for redemption shall cease to have any voting rights with respect to such Shares and, on and after
the Redemption Date specified therein, such holder shall cease to have any rights whatsoever with respect to such
Shares other than the right to receive the Redemption Price, without interest, on the Redemption Date; provided,
however, that if any such Shares come to be owned solely by persons other than Unsuitable Persons, such persons may
exercise voting rights of such Shares, and the Corporation may determine, in its discretion, not to redeem such Shares.

C. NOTICES . All notices given by the corporation to holders of shares pursuant to this ARTICLE X, including
the redemption notice, shall be in writing and shall be deemed given when delivered by personal service, overnight
courier or first-class mail, postage prepaid, to the holder’s address as shown on the Corporation’s books and records.

D. NON-EXCLUSIVITY OF RIGHTS . The Corporation’s right to redeem shares pursuant to this ARTICLE X
shall not be exclusive of any other rights the Corporation may have or hereafter acquire under any agreement, any
provision of this Amended and Restated Certificate of Incorporation or the Bylaws of the Corporation or otherwise
with respect to the acquisition by the Corporation of shares or any restrictions on holders thereof.

E. SEVERABILITY . In the event that any provision (or portion of a provision) of this ARTICLE X or the
application thereof becomes or is declared by a court of competent jurisdiction to be illegal, void or unenforceable, the
remainder of this ARTICLE X (including the remainder of such provision, as applicable) will continue in full force
and effect,

F. DEFINITIONS . For purposes of this ARTICLE X, the following terms shall have the meanings specified
below:
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1. “Fair Market Value” shall equal: (a) the average closing sales price per share of the Shares to be
redeemed during the thirty (30) Trading Day period immediately preceding the date of the Redemption Notice on the
primary national securities exchange or national quotation system on which such Shares are listed or quoted, (b) in the
event such Shares are not traded or quoted on a national securities exchange or national quotation system, the average
of the means between the representative bid and asked prices as quoted by Pink OTC Markets Inc. or another generally
recognized quotation reporting system during the thirty (30) Trading Day period immediately preceding the date of the
Redemption Notice, or (c) if no such quotations are available, the fair market value per share of such Shares as
determined in good faith by the Corporation’s Board of Directors.

2. “Gaming” shall mean the conduct of any gaming or gaming-related activities, including, without
limitation, the use, manufacture, sale or distribution of gaming devices, ticket technology, ATMs, and cash access,
check cashing, cash advance, wagering account funding, casino cage and casino credit equipment and services, and
any related and associated equipment and services, and the provision of any type of services or equipment pursuant to
a contract, agreement, relationship or otherwise with any holder or beneficiary of a Gaming License.

3. “Gaming Authority” shall mean any international, foreign, federal, state, local, tribal and other
regulatory and licensing body or agency with authority over Gaming.

4, “Gaming Licenses” shall mean all licenses, permits, approvals, orders, authorizations, registrations,
findings of suitability, franchises, exemptions, waivers and entitlements issued by a Gaming Authority required for, or
relating to, the conduct of Gaming.

5. “ownership” (and derivatives thereof) shall mean (a) ownership of record, and (b) “beneficial
ownership” as defined in Rule 13d-3 or Rule 16a-1(a}(2) promulgated by the Securities and Exchange Commission
under the Securities and Exchange Act of 1934.

6. “person” shall mean an individual, partnership, corporation, limited liability company, trust or any other
entity.

7. “Redemption Date” shall mean the date on which Shares shall be redeemed by the Corporation pursuant
to Section A.1, of this ARTICLE X. The Redemption Date shall be not less than sixty (60) Trading Days following the
date of the Redemption Notice unless a Gaming Authority requires that the Shares be redeemed as of an earlier date, in
which case, the Redemption Date shall be such earlier date and the Redemption Notice shall be sent on the first day
following the day the Corporation becomes apprised of such earlier Redemption Date.

8. “Redemption Price” shall mean the price per Share to be paid by the Corporation on the Redemption
Date for the redemption of Shares pursuant to Section A.1. of this ARTICLE X and shall be equal to the Fair Market
Value of a Share, unless otherwise required by any Gaming Authority.
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9. “Trading Day” means a day on which the Shares (a) are not suspended from trading on any national or
regional securities exchange or association or over-the-counter market at the close of business on such day, and
(b) have traded at least once on the national or regional securities exchange or association or over-the-counter market
that is the primary market for the trading of the Shares.

10. “Unsuitable Person” shall mean any person whose ownership of Shares or whose failure to make
application to seek licensure from or otherwise comply with the requirements of a Gaming Authority will result in the
Corporation losing a Gaming License, or the Corporation being unable to reinstate prior a Gaming License, or the
Corporation being unable to obtain a new Gaming License, as determined by the Corporation’s Board of Directors, in
its sole discretion, after consultation with counsel.

4.  This Certificate of Amendment has been duly adopted by the Board of Directors and stockholders of the Corporation
in accordance with Section 242 of the General Corporation Law of the State of Delaware.

IN WITNESS WHEREOQOF, the undersigned has executed this Certificate of Amendment of Amended and Restated
Certificate of Incorporation on April 30, 2009.

/s/ Scott Betts
Scott Betts, President
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<DESCRIPTION>RESTATED CERTIFICATE OF INCORPORATION OF PINNACLE
<TEXT>

<PAGE>

RESTATED CERTIFICATE OF INCORPORATION
OF
PINNACLE ENTERTAINMENT, INC,.
a Delaware corporation

Pinnacle Entertainment, Inc., a corporation organized and existing under
the laws of the State of Delaware, hereby certifies as follows:

1. The present name of this corporation is Pinnacle Entertainment, Inc.
(the "Company"). The Company was originally incorporated under the name
Hollywood Park Realty Enterprises, Inc., and its original Certificate of
Incorporation was filed with the Delaware Secretary of State on October 26,

1981.

2. The Restated Certificate of Incorporation has been duly adopted in
accordance with Section 245 of the Delaware General Corporation Law by the Board
of Directors of the Company without a vote of the stockholders of the Company.

3. The Restated Certificate of Incorporation of the Company attached hereto
as Exhibit A only restates and integrates, but does not further amend, all of
the provisions of the Company's Certificate of Incorporation as theretofore
amended or supplemented and currently in effect, and there is no discrepancy
between the provisions of the Certificate of Incorporation of the Company
currently in effect and the provisions of the Restated Certificate of
Incorporation.

4. The Company's Certificate of Incorporation is hereby restated in its
entirety to read as set forth on Exhibit A attached hereto and incorporated

herein by this reference.

IN WITNESS WHERECF, the Company has caused this Restated Certificate of
Incorporation to be duly executed by the undersigned cfficer of the Company this
12th day of August, 2002.

PINNACLE ENTERTAINMENT, INC.

By: /s/ Bruce C. Hinckley

Bruce C. Hinckley,
Seniocr Vice President
and Chief Financial
Officer

<PAGE>

http://www.sec.gov/Archives/edgar/data/356213/000089843002003076/dex31.txt 9/11/2012

PA000624



Exhibit A

RESTATED CERTIFICATE OF INCORPORATION
OoF
PINNACLE ENTERTAINMENT, INC.

ARTICLE I
The name of the corporation is: Pinnacle Entertainment, Inc.
ARTICLE II

The address of its registered office in the State of Delaware is 30 0ld
Rudnick Lane, in the City of Dover, County of Kent. The name of its registered
agent is CorpAmerica, Inc.

ARTICLE III

The nature of the business to be conducted or promoted is to engage in any
lawful act or activity for which corporations may be organized under the General
Corporation Law of the State of Delaware.

ARTICLE IV

The amount ©of the total authorized capital stock of the corporation is
40,250,000 shares which are divided intoc twe classes as follows:

250,000 shares of Preferred Stock having a par value of $1.00 per
share; and

40,000,000 shares of Common Stock having a par value of $0.10 per
share.

The designations, voting powers, preferences and relative participating,
optional or other special rights, and qualifications, limitations or
restrictions of the above classes of stock are as follows:

A. Preferred Stock.

The Board of Directors is expressly authorized, from time to time,
(1) to fix the number of shares of one or more series of Preferred Stock;
(2) to determine the designation of any such series; (3) to determine or
alter, without limitation or restriction, the rights, preferences,
privileges and restrictions granted to or imposed upon any wholly unissued
series of Preferred Stock; and (4) within the limits or restrictions stated
in any resoclution or resolutions of the Board of Directors originally
fixing the number of shares constituting any series, to increase or
decrease {(but not below the number of shares then outstanding) the number
of shares of any such series subsequent to the issue of shares of that
series.

B. Commen Stock.

(i) Subject to the preferential rights of the Preferred Stock, the
holders of the Common Stock shall be entitled to receive, to the extent
permitted by law, such dividends as may be declared from time to time by
the Board of Directors.

<PAGE>

(ii) In the event of the voluntary or involuntary liquidation,
dissolution, distribution of assets or winding up of the corporation, after
distribution in full of the preferential amount to be distributed to the
holders of shares of the Preferred Stock, holders of the Common Stock shall
be entitled to receive all the remaining assets of the corporation of

hitp://www.sec.gov/Archives/edgar/data/356213/000089843002003076/dex31.txt

Page 2 of 7

9/11/2012

PA000625



Page 3 of 7

whatever kind available for distribution to stockholders, ratably in
proportion to the number of shares of Common Stock held by them
respectively. A consolidation, merger or reorganization of the corporation
with any other corporation or corporations, or a sale of all or
substantially all of the assets of the corporation, shall not be considered
a dissolution, liquidation or winding up of the corporation within the
meaning of these provisions.

(1ii) Except as may be otherwise required by law, each share of Common
Stock shall entitle the holder to one vote in respect of each matter voted
by the stockholders.

ARTICLE V

Any and all right, title, interest and claim in or to any dividends
declared by the corporation, whether in cash, stock, or otherwise, which are
unclaimed by the stockholder entitled thereto for a period of six years after
the close of business on the payment date, shall be and is deemed to be
extinguished and abandoned; and such unclaimed dividends in the possession of
the corporation, its transfer agents or other agents or depositories shall at
such time become the absolute property of the corporation, free and clear of any
and all claims of any persons whatsoever.

ARTICLE VI

In furtherance and not in limitation of the power conferred by statute, the
Board of Directors is expressly authorized to make, alter, amend or repeal the
by-laws of the corporation.

ARTICLE VII

Whenever a compromise or arrangement is proposed between the corporation
and its creditors or any class of them and/or hetween the corporation and its
stockholders or any class of them, any court of equitable jurisdiction within
the State of Delaware may, on the application in a summary way of the
corporation or of any creditor or stockholder thereof or on the application of
any receiver or receivers appointed for the corporation under the provisions of
Section 291 of Title 8 of the Delaware Code or on the application of trustees in
dissolution or of any receiver or receivers appointed for the corporation under
the provisions of Section 279 of Title 8 of the Delaware Code order a meeting of
the creditors or class of creditors, and/or of the stockholders or class of
stockholders of the corporation, as the case may be, to be summoned in such
manner as the said court directs. If a majority in number representing
three-fourths in value of the creditors or class of creditors, and/or of the
stockholders or class ¢of stockholders of the corporaticn, as the case may be,
agree to any compromise or arrangement and to any reorganization of the
corporation as consequence of such compromise or arrangement, the said
compromise or arrangement and the said reorganization shall, if sanctioned by
the court to which the said application has been made,

-2 -
<PAGE>
be binding on all the creditors or class of creditors, and/or on all the
stockholders or class of stockholders, of the corporation, as the case may be,
and also on the corporation.

ARTICLE VIII

The corporation shall indemnify its officers and directors to the full
extent permitted by the Delaware General Corporation Law.

ARTICLE IX
Elections of directors need not be by written ballot unless the by-laws of
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the corporation so provide.
ARTICLE X

The corporation reserves the right to amend, alter, change or repeal any
provision contained in this Certificate of Incorporation, in the manner now or
hereafter prescribed by statute, and all rights conferred upon stockholders
herein are granted subject to this reservation.

ARTICLE XI
[ARTICLE XI has been intentionally omitted.]
ARTICLE XII

No director of the corporation shall be persconally liable to the
corporation or its stockholders for monetary damages for breach of fiduciary
duty by such director for corporate actions as a director; provided, however,
that this Article XII shall not eliminate or limit the liakility of a director
to the extent provided by applicable law (1) for any breach of the director's
duty of loyalty to the corporation or its stockholders, (2) for acts or
omissions not in good faith or which involve intenticnal misconduct or a knowing
violation of law, (3) under Section 174 of the Delaware General Corporation Law,
or (4) for any transaction from which the director derived an improper perscnal
benefit. No amendment to repeal this Article XII shall apply to, or have any
effect on the liability or alleged liability of any director of the corporation
for or with respect tc¢ any acts or comissions of such director occurring prior to
such amendment or repeal.

ARTICLE XIII

A. Definitions. For purposes of this Article XIII, the following terms
shall have the meanings specified below:

1. "Affiliate” shall have the meaning ascribed to such term in Rule
12b-2 promulgated by the Securities and Exchange Commission ("SEC") under the
Securities Exchange Act of 1934, as amended (the "Exchange Act™).

2. "Affiliated Companies" shall mean those companies directly or
indirectly affiliated or under common Ownership or Contreol with the corporation,
including, without limitation, subsidiaries, holding companies and intermediary
companies (as those and similar terms are defined in the Gaming Laws of the
applicable Gaming Jurisdictions} that are registered or licensed under
applicable Gaming Laws.

<PAGE>

3. "Gaming" or "Gaming Activities" shall mean the conduct of gaming and
gambling activities, or the use of gaming devices, equipment and supplies in the
operation of a casino, card club or other enterprise, including, without
limitation, slot machines, gaming tables, cards, dice, gaming chips, player
tracking systems, cashless wagering systems and related and associated equipment
and supplies.

4. "Gaming Authorities" shall mean all international, foreign, federal,
state and leocal regulatory and licensing bodies and agencies with authority over
Gaming within any Gaming Jurisdiction.

5. "Gaming Jurisdictions"” shall mean all jurisdictions, domestic and
foreign, and their political subdivisions, in which Gaming Activities are
lawfully conducted.

6. "Gaming Laws" shall mean all laws, statutes and ordinances pursuant
to which any Gaming Authority possesses regulatory and licensing authority over
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Gaming within any Gaming Jurisdiction, and all rules and regulations promulgated
by such Gaming Authority thereunder.

7. "Gaming Licenses" shall mean all licenses, permits, approvals,
authorizations, registrations, findings of suitability, franchises and
entitlements issued by a Gaming Authority necessary for or relating to the
conduct of Gaming Activities.

8. "Ownership or Contrecl" (and derivatives thereof) shall mean (i)
ownership of record, (ii) "beneficial ownership" as defined in Rule 13d-3 or
Rule l6a-1{a) (2) promulgated by the SEC under the Exchange Act, (iii) the power
to direct and manage, by agreement, contract, agency or other manner, the voting
or management rights or disposition of securities of the corporation, and/or
(iv) definitions of ownership or control under applicable Gaming Laws.

9. "Person" shall mean an individual, partnership, corporation, limited
liability company, trust or any other entity.

10. "Redemption Date" shall mean the date by which the securities Owned
or Controlled by an Unsuitable Person are to be redeemed by the corporation.

11. "Redemption Notice" shall mean that notice of redemption served by
the corporation on an Unsuitable Person if a Gaming Authority requires the
corporation, or the corporation deems it necessary or advisable, to redeem such
Unsuitable Person's securities. Each Redemption Notice shall set forth (i} the
Redemption Date; (ii) the number of shares of securities to be redeemed; (iii)
the Redemption Price and the manner of payment therefor; (iv) the place where
certificates for such shares shall be surrendered for payment; and (v) any other
requirements of surrender of the certificates, including how they are to be
endorsed, 1f at all.

12. "Redemption Price" shall mean the per share price for the
redemption of any securities to be redeemed pursuant to this Article XIII, which
shall be that price (if any) required to be paid by the Gaming Authority making
the finding of unsuitability, or if such Gaming Authority does not require a
certain price per share to be paid, that sum deemed reasonable by the
corporation {(which may include, in the corporation's discretion,

-4 -

<PAGE>

the original purchase price per share of the securities); provided, however, the
Redemption Price, unless the Gaming Authority requires otherwise, shall in no
event exceed (i) the closing sales price of the securities on the national
securities exchange on which such shares are then listed on the date the notice
of redemption is delivered to the Unsuitable Person by the corporation, or

(ii) if such shares are not then listed for trading on any national securities
exchange, then the closing sales price of such shares as quoted in the NASDAQ
National Market System, or (iii) if the shares are not then so quoted, then the
mean between the representative bid and the ask price as gquoted by NASDAQ or
another generally recognized reporting system. The Redemption Price may be paid
in cash, by promissory note, or both, as required by the applicable Gaming
Authority and, if not so required, as the corporation elects.

13. "Unsuitable Person" shall mean a Person who Owns or Controls any
securities of the corporation or any securities of or interest in any Affiliated
Company (i) that is determined by a Gaming Authority to be unsuitable to Own or
Control such securities or unsuitable to be connected with a Person engaged in
Gaming Activities in that Gaming Jurisdiction, or (ii} who causes the
corporation or any Affiliated Company to lose or to be threatened with the loss
of, or who, in the sole discretion of the Board of Directors of the corporation,
is deemed likely to jeopardize the corporation's right to the use of or

http://www.sec.gov/Archives/edgar/data/356213/000089843002003076/dex31.txt

Page 5 of 7

9/11/2012

PA000628



Page 6 of 7

entitlement to, any Gaming License.

B. Compliance with Gaming Laws. The corporation, all Persons Owning or
Controlling securities of the corporation and any Affiliated Companies, and each
director and officer of the corporation and any Affiliated Companies shall
comply with all requirements of the Gaming Laws in each Gaming Jurisdiction in
which the corporation or any Affiliated Companies conduct Gaming Activities. All
securities of the corporation shall be held subject to the requirements of such
Gaming Laws, including any requirement that (i)} the holder file applications for
Gaming Licenses with, or provide information to, applicable Gaming Authorities,
or (ii} that any transfer of such securities may be subject to prior approval by
Gaming Authorities, and any transfer of securities of the corporation in
violation of any such approval requirement shall not be permitted and the
purported transfer shall be wvoid ab initio.

C. Finding of Unsuitability.

1. The securities of the corporation Owned or Controlled by an
Unsuitable Person or an Affiliate of an Unsuitable Person shall be redeemable by
the corperation, out of funds legally available therefor, by appropriate action
of the Board of Directors, to the extent required by the Gaming Authority making
the determination of unsuitability or to the extent deemed necessary or
advisable by the corporation. If a Gaming Authority requires the corporation, or
the corporation deems it necessary or advisable, to redeem such securities, the
corporation shall serve a Redemption Notice on the Unsuitable Person or its
Affiliate and shall purchase the securities on the Redemption Date and for the
Redemption Price set forth in the Redemption Notice. From and after the
Redemption Date, such securities shall no longer be deemed to be outstanding and
all rights of the Unsuitable Person or any Affiliate of the Unsuitable Person
therein, other than the right to receive the Redemption Price, shall cease. The
Unsuitable Person shall surrender the certificates for any securities to be
redeemed in accordance with the requirements of the Redemption

<PAGE>

Notice. Notwithstanding the foregoing, so long as the corporation and Hollywood
Park Operating Company are a paired stock real estate investment trust and
operating company, the corporation may, in its sole discretion, convert any
securities that are redeemable pursuant to this Section (C) (1) into shares of
Excess Stock effective upon written notice to the Unsuitable Person or its
Affiliate, and such shares of Excess Stock shall be transferred to a Trust for
sale to a Permitted Transferee (as such terms are defined in Article IV) in
accordance with Sections (D) (4) through (9) of Article IV.

2. Commencing on the date that a Gaming Authority serves notice of a
determination of unsuitability or the loss or threatened loss of a Gaming
License upon the corporation, and until the securities Owned or Controlled by
the Unsuitable Person or the Affiliate of an Unsuitable Person are Owned or
Controlled by Persons found by such Gaming Authority to be suitable to own them,
it shall be unlawful for the Unsuitable Person or any Affiliate of an Unsuitable
Person (i) to receive any dividend, payment, distribution or interest with
regard to the securities; (ii) to exercise, directly or indirectly or through
any proxy, trustee, or nominee, any voting or other right conferred by such
securities, and such securities shall not for any purposes be included in the
securities of the corporation entitled to vote, or (ili) to receive any
remuneration in any form from the corporation or an Affiliated Company for
services rendered or otherwise.

D. Issuance and Transfer of Securities. The corporation shall not issue or
transfer any securities or any interest, claim or charge thereon or thereto
except in accordance with applicable Gaming Laws. The issuance or transfer of
any securities in violation thereof shall be ineffective until (i) the
corporation shall cease to be subject to the jurisdiction of the applicable
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Gaming Authorities, or (ii) the applicable Gaming Authorities shall, by
affirmative action, validate said issuance or transfer or waive any defect in
said issuance or transfer.

E. Indenture Restrictions. The corporation shall cause to be placed in
every indenture or other operative document relating to publicly traded
securities (other than capital stock) of the corporation a provision requiring
that any Person or Affiliate of a Person who holds the indebtedness represented
by that indenture and is found to be unsuitable to hold such interest shall have
the interest redeemed or shall dispose of the interest in the corporation in the
manner set forth in the indenture or other document.

F. Notices. All notices given by the corporation pursuant to this
Article XIII, including Redemption Notices, shall be in writing and shall be
deemed given when delivered by personal service or telegram, facsimile,
overnight courier or first class mail, postage prepaid, to the Person's address
as shown on the corporation's books and records.

G. Indemnification. Any Unsuitable Person and any Affiliate of an
Unsuitable Person shall indemnify the corporation and its Affiliated Companies
for any and all costs, including attorneys' fees, incurred by the corporation
and its Affiliated Companies as a result of such Unsuitable Person's or
Affiliate's continuing Ownership or Control or failure to promptly divest itself
of any securities in the corporation.

H. Fiduciary Obligations; Contractual Arrangements; Etc. Nothing contained
in this Article XIII shall be construed (i) to relieve any Unsuitable Person (or
Affiliate of such

<PAGE>

Person) from any fiduciary obligation imposed by law, (ii) to prohibit or affect
any contractual arrangement which the corporation may make from time to time
with any holder of securities of the corporation to purchase all or any part of
shares of capital stock or other securities held by them, or (iii) to be in
dercogation of any action, past or future, which has been or may be taken by the
Board of Directors or any holder of securities with respect to the subject
matter of this Article XIII.

I. Injunctive Relief. The corporation is entitled to injunctive relief in
any court of competent jurisdiction to enforce the provisions of this
Article XIII and each holder of the securities of the corporation shall be
deemed to have acknowledged, by acquiring the securities of the corporation,
that the failure to comply with this Article XIII will expose the corporation to
irreparable injury for which there is no adequate remedy at law and that the
corporation is entitled to injunctive relief to enforce the provisions of this
Article XIII.

J. Legend. The restrictions set forth in this Article XIII shall be noted
conspicuously on any certificate representing securities of the corporation in
accordance with the requirements of the Delaware General Corporation Law and
applicable Gaming Laws.

— 7 -
</TEXT>
</DOCUMENT>
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In re Boardwalk Regency Casino Application
Cite as 10 N.JA.R 295

IN THE MATTER OF THE APPLICATIONS
OF BOARDWALK REGENCY CORPORATION
AND THE JEMM COMPANY FOR CASINO
LICENSES.

Decided: November |3, 1980
Approved for Publication By the Casino Control Commission:
April 8, 1988

SYNOPSIS

Boardwalk Regency Corporation and the Jemm Company (lessor
of the casino hotel operated by Boardwalk Regency) applied to the
Casino Control Commission for casino licenses. Following a hearing
by the Commission, a conditional license was granted to Boardwalk
Regency and a limited owner-lessor license was granted to Jemm.

The main obstacle to licensure for Boardwalk Regency was the
good character qualifications of four individuals required to be quali-
fied. All were executives of Caesars World, Inc., parent company of
Boardwalk Regency. The Commission, after consideration of the
evidence, found that two of those individuals—Clifford Perlman,
Chairman of the Board of CWI, and Stuart Perlman, Vice-Chairman
of the CWI board, and both major shareholders—did not establish
their good character and were not qualified.

The Commission determined, however, that it had authority to
issue a casino license despite the disqualifying individuals, provided
the license was conditioned so as to eliminate the influence of the
unacceptable qualifiers. N.J.S.4. 5:12-75 and -105. Such conditions
must remove any unacceptable individuals from the categories of
persons required to be qualified. In addition, there should be good
reasons why the public interest would be better served through con-
ditional licensure than through license denial and appointment of a
conservator.

Accordingly, the Commission granted the license on the con-
dition that Boardwalk Regency either separate the unqualified individ-
uals from the corporation or withdraw from casino operations in New
Jersey. The applicant was given a 30-day interim period in which to
decide which of the two options it would elect.
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William R. Glendon, Esq., for Boardwalk Regency Corporation
{Rogers & Wells, attorneys)

Morris Brown, Esq., for Boardwalk Regency Corporation (Wilentz,
Goldman & Spitzer, attorneys)

Richard H. Sheehan, Esq., for Boardwalk Regency Corporation (Vice
President-Law, Caesars World, Inc.)

James L. Cooper, Esq., for the Jemm Company (Cooper, Perskie,
Katzman, April, Niedelman & Wagenheim, attorneys)

Michael R. Cole, Assistant Attorney General; Joan Robinson Gress,
Deputy Attorney General, and Anthony J. Parillo, Deputy At-
torney General, the Division of Gaming Enforcement

R. Benjamin Cohen, General Counsel, and Joseph A. Fusco, Speciai
Counsel for Licensing, for the Casino Control Commission

BY THE CASINO CONTROL COMMISSION:

I. INTRODUCTION

On September 1, 1978, Boardwalk Regency Corporation
(“'BRC") applied to the Casino Control Commission for a casino
license. In accordance with the Casino Control Act (*the Act”), the
Commission requested the Division of Gaming Enforcement
(“*Division™) to conduct a comprehensive investigation into BRC’s
qualifications. While the investigation was in progress, BRC
proceeded with its reconstruction and expansion of the former How-
ard Johnson's Regency Hotel. On April 30, 1979, with completion
of its facility approaching, BRC formally requested issuance of a
temporary casino permit which the Commission is authorized to grant
upon the filing of certain corporate information, the institution of an
appropriate voting trust agreement and the establishment of the suit-
ability of the proposed casino hotel facilities. See N.J.5.4. 5:12-95.1.
After conducting a hearing on this request, the Commission found
that, subject to certain conditions, BRC met the requirements for a
temporary casino permit. The Commission then issued such a permit
which became effective on June 26, 1979. That permit expired at
midnight on October 26, 1980. As noted, the statutory requirements
for a temporary casino permit were limited to areas which did not
concern the suitability of the applicant or other persons required to
be qualified for a casino license.
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As the landlord and lessor of the casino hotel facility, the Jemm
Company (“Jemm") is required by Section 82 of the Act to apply
for and obiain a casino license, N.J.$. 4. 5:12-82(c)}(2). Jemm did apply
for such license on or about February 26, 1979. In the usual course,
the matter was referred to the Division for investigation.

On January 23, 1980, the Division filed its *“Report to the Casino
Control Commission with Reference to the Casino License Appli-
cation of Boardwalk Regency Corporation” (the “BRC Report™).
Along with the BRC Report, the Division filed a *‘Statement of
{ssues™ emphasizing several matters which the Division deemed sig-
nificant. On February 1, 1980, the Division filed its “*Report to the
Casino Control Commission with Reference to the Casino License
Application of Jemm Company, a Partnership”. These documents
were submitted by the Division pursuant to its statutory responsibility
to investigate the qualifications of each applicant and to provide all
necessary information to the Commission. N.J.S. 4. 5:12-76. Although
they assist the Commission in focusing its inquiry into the qualifi-
cations of the applicants, these documents are not evidence of the
matters stated therein. Nor did the Report and Statement of Issues
initiate the present hearing. The Casino Control Act requires a hearing
on every casino license application and each applicant must meet the
statutory criteria regardless of the tenor of the Division’s report. See
NJ.S.A. 5:12-80(a) and -87(a).

In order to expedite the proceedings and to fairly permit the
parties to prepare for the hearing, six pre-hearing conferences were
conducled. Those conferences resulted in six pre-hearing conference
orders delineating the factual matters which were to be the primary
subjects of the hearing. Essentially, those subjects concern the areas
described in the Division's reports. Further, the applicants and the
Division have entered into extensive stipulations of fact relevant to
those areas. These stipulations have been accepted by the Com-
mission. As 1o any other factual matters not placed in issue nor
actually litigated during the hearing, it must be assumed that such
matters pose no cause for concern. In this regard, the Commission
took notice of the fact that the applicants have to date filed numerous
documents which pertain 1o uncontested matters and which were not
introduced at the hearing,

Sections 84 and 89(b) of the Act set forth the criteria which a
casino license applicant and other persons required to be qualified
as a condition of such licensure must affirmatively establish by clear
and convincing evidence. N.J.5.4. 5:12-84 and 89(b). The clear and
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convincing evidence requirement falls between the ordinary civil stan-
dard of “preponderance of the evidence” and the criminal standard
of “beyond a reasonable doubt™. The preponderance standard means
simply that when the record is considered as a whole the credible
evidence renders the existence of the fact in question more likely than
not. In contrast, the familiar criminal standard means that the trier
of fact must not have a reasonable doubt, that is, one based on the
evidence or the lack of evidence. A reasonable doubt is one which
has some justification rather than an imaginary or possibie doubt. The
clear and convincing standard is much higher than the preponderance
standard but somewhat less than the reasonable doubt requirement.
Clear and convincing evidence should produce in the mind of the
Commissioner a firm belief or conviction as to the truth of the matters
sought to be established. In order to sustain its burden, the applicant
was obliged to present ¢lear and convincing proof of the facts upon
which the Commission may reach a reasonable conclusion as to suit-
ability., Further, the Act requires that four of the five Commission
members must concur in any necessary finding for casino licensure,
N.J.S.A. 5:12-73(d).

As noted, a casino license applicant must establish by clear and
convincing evidence that it meets the criteria of Section 84 and that
the persons who must be qualified meet the criteria of Section 89(b)
for casino key employees. For BRC, a corporate applicant, the per-
sons required to so qualify are described in Sections 85(c) and 85(d)
of the Act. Under Section 85(c), the following persons connected with
BRC must qualify:

(a) Each officer;

(b) Each director;

{¢) Each person holding any beneficial interest, direct or indirect

in the securities of the applicant corporation;

(d)} Any person who in the opinion of the Commission has the
ability to control the corporation or elect a majority of the
board of directors of the corporation, other than a bank or
other licensed lending institution which holds a mortgage or
other lien acquired in the ordinary course of business; and

(e) Any lender, underwriter, agent or employee of the applicant
corporation or other person whom the Commission considers
appropriate for qualification.

Under Section 85(d) the officers, directors, lenders, underwriters,

agents, employees and securities holders of Caesars, New Jersey, Inc,
(the intermediary company) and Caesar’s World, Inc. (the holding

PA000635



State of New Jersey 299

in re Boardwalk Regency Casino Application
Cite as 10 N.JAR. 295

company) must qualify to the standards under Section 89, except
residency. However, since both the intermediary company (“CNJ™)
and the holding company (“CWI") are publicly traded corporations,
the Commission and the Director of the Division may agree to waive
such qualification requirements as to any person who is not signifi-
cantly involved in the activities or BRC and who does not have the
ability to control the holding company or the intermediary company
or to elect one or more directors thereof.

As to Jemm, the partnership which leases the casino hotel facility
to BRC, Section 85(e) of the Act requires the following persons to
be qualified to the standards for casino key employees, except for
residency:

(a) Each person who directly or indirectly holds any beneficial
interest or ownership in the partnership applicant;

(b) Any person who in the opinion of the Commission has the
ability to control the partnership applicant; and

{c) Any person whom the Commission considers appropriate for
qualification.

During the pre-hearing conferences, the Division submitted a list
of persons whom the Division deemed required to be qualified for
both BRC and Jemm. The Division also indicated those individuals
to whom it interposed an objection and the grounds for such objec-
tion, These materials were provided to the Commissioners and the
parties. The Commission found that there are 30 persons who must
be qualified as part of the BRC application and eight persons who
must be qualified as part of the Jemm application. At the conclusion
of the hearing, the Division objected to four of the BRC *“qualifiers™,
namely, Clifford S. Perlman, Stuart Z. Perlman, Jay E. Leshaw and
William H. McElnea, Jr. No objection was interposed regarding any
of the Jemm qualifiers,’

As to the licensure standards themselves, Sections 84 and 89(b)(2)
establish essentially the same qualification criteria which must be
established by clear and convincing evidence for the applicants and
the persons to be qualified. The first affirmative qualification criterion
is that of ““financial stability, integrity and responsibility”. N.J.5.4.

Prior to the hearing, the Division stated its opposition to Mark A. Geller,
who cesigned his position as vice-president for BRC's casino operations and
who took a leave of absence from his office in CWI. Mr. Geller's qualifi-
calions are the subject of a separate proceeding and will be determined by
the Commission apart from the instant matter.

PA000636



300 Office of Administrative Law

in re Boardwalk Regency Casino Application
Cite as 10 N.J.A.R. 295

5:12-84(a); N.J.S.A. 5:12-89(b). The second criterion appears in Sec-
tion 84(c) and Section 89(b)(2). Although the wording varies slightly
between these sections, the thrust is the same. A casino licensee
applicant or person required to qualify must demonstrate its “repu-
tation for good character, honesty and integrity”. N.J.5.A.
5:12-89(b)(2). The third criterion demands that the applicant or quali-
fying person possess “sufficient business ability and casino experience
as to establish the likelihood™ that the applicant will create and
maintain *“‘a succesful, efficient casino operation™ or that the qualify-
ing person will achieve “success and efficiency in the particular pos-
ition involved”. N.J.5.4. 5:12-84(d); N.J.5.A. 5:12-89(b)(3). A fourth
affirmative criterion applies only to the casino license applicant which
must establish the “integrity and reputation” of all financial investors
or lenders whose investments or loans are related to the Atlantic City
casino hotel project.’

As mentioned earlier, the Division filed investigative reports as
to both the BRC application and the Jemm application. In addition,
the Division submitted a *““Statement of Issues™ in which it enumerated
13 areas of concern covered by the BRC report. The Commission
received evidence on these areas and considered that evidence in
determining whether BRC had met the affirmative qualification
criteria. However, certain ‘*issues™ as developed on this record simply
were not of the same force and importance as others. The matters
which truly concerned the Commission were those which are related
in the opinions regarding the four challenged BRC qualifiers. With
respect to the otherwise unmentioned issues, the Commission found
on this record no reasons to seriously question the suitability of the
applicants or persons to be qualified. Since the real difficulties with
the BRC application concern the persons to be qualified, we now
consider those individuals.

‘At the hearing, the Chairman distributed to the Commissioners and to the
parties a proposed written instruction on the licensing criteria and the de-
cisiona! process. After considering the exceptions filed by the parties, the
Chairman modified the proposal in two respects. The written instruction, as
modified, was adopted by the Chairman for the guidance of the Commission
and the edification of the parties. I1 is not necessary to restate the instruction
here since it is part of the record. Moreover, the meaning of the pertinent
standards and their application to the contested matters in this case are
apparent from the opinions of the Commission members herein.
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[I. PERSONS REQUIRED TO QUALIFY

A. CLIFFORD S. PERLMAN

Clifford S. Perlman who presently resides in Miami, Florida, was
born on March 30, 1926, in Philadelphia, Pennsylvania and was
educated in the Philadelphia public schools. After attending Temple
University for a short time, he completed his undergraduate education
at the University of Miami and proceeded to obtain a law degree from
the same institution in 1951, He has been a member of the Bar of
the State of Florida since 1951.

Caesars World Inc. (“*CWI”") was formed in 1958 as *Lum’s Bar,
Inc.” by Clifford Perlman and his brother, Stuart, to operate a small
restaurant in Miami Beach, Florida which the brothers had purchased
in 1956. By 1969, the Perlmans had built the corporation into a
publicly-held (over-the-counter) company which operated or
franchised approximately 380 fast-food restaurants. The company also
acquired in the late 1960’s a Florida-based producer and distributor
of processed meats (Dirr's Gold Seal Meats) and a chain of more than
100 retail discount stores. (Dade Wholesale Products). On September
30, 1969, Lumm’s acquired Caesars Palace in Las Vegas, Nevada.
Within the next two years, Lum’s disposed of Dirr’s Gold Seal Meats
and Dade Wholesale Products and its fast-food restaurants. In De-
cember 1971, the name of the corporation was changed from Lums
to Caesars World. Clifford Perlman was the primary catalyst in chang-
ing the direction of the company from the fast-food business to the
casino hotel business.

Caesars World Inc. is today a publicly traded corporation, the
stock of which is listed on the New York and Pacific stock exchanges.
The approximately 26,100,000 shares of the company are owned by
about 70,000 shareholders. Through subsidiaries, CWI presently owns
and operates Caesars Palace Hotel and Casino in Las Vegas, Nevada,
Caesars Tahoe Hotel and Casino in Stateline, Nevada, and Boardwalk
Regency Hotel and Casino in Atlantic City, New Jersey. Through
other subsidiary companies, CWI owns real estate and operates a
country club in southern Florida, operates three honeymoon resorts
in the Pocono Mountain area of Pennsylvania, and owns a computer
terminal manufacturing company based in New York. In fiscal 1980,
the gross revenues of CWI exceeded $500,000,000.

Clifford Perlman is Chairman of the Board of Directors and chief
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executive officer of both CWI and Caesars New Jersey, Inc. (“CNJ").?
He is the largest single stockholder of CWI, owning approximate 2.4
million shares, or about 10 percent of the outstanding stock. In
addition, he owns approximately 221,000 shares of CNJ, or about 1.4
percent of the outstanding stock of that company. Clifford Perlman
clearly is today, and has been since the beginning, the acknowledged
leader and prime mover of CWI.

By virtue of his positions as an officer, director, major stock-
holder and principal employee of CWI and CNJ, Clifford Periman
is a person who must individually be qualified for approval as a casino
key employee (except for New Jersey residence) in order for
Boardwalk Regency Corporation (*BRC™) to be eligible to hold a
casino license. BRC therefore has the affirmative responsibility to
establish by clear and convincing evidence Clifford Perlman’s
*financial stability, integrity and responsibility”, his “‘good character,
honesty and integrity”, and his “business ability and casino ex-
perience’’.

With regard to Clifford Perlman, the bulk of the evidence pres-
ented to the Commission relates to the licensure criteria of *“good
character, honesty and integrity”. To determine an individual’s “good
character, honesty and integrity”, the Act requires the Commission
to examine, among other factors, the individual’'s “family, habits,
character, criminal and arrest record [if any], business activities,
financial affairs, and business, professional and personal associates”.

In an effort to meet its statutorily imposed burden, BRC
produced a great deal of evidence in support of both the good repu-
tation of Clifford Perlman and the good character, honesty and inte-
grity of Clifford Perlman. Several witnesses testified as to Clifford
Perlman’s goed reputation in the financial community, in the casino
hotel industry and in the communities where he lives and works. Most
of these witnesses also testified as to his good character, honesty and
integrity. Suffice it to say that the Commission has very carefully
examined, considered and weighed all of this evidence.

The Division of Gaming Enforcement has recommended that this

*‘Mr. Perlman has been on unpaid leave of absence from his position with
CWI and CNJ and has been prohibited from taking any management position
with BRC since June 26, 1979, the effective date of the BRC temporary casino
permit. Mr. Perlman agreed to this arrangement in response to concerns raised
by the Division which was then continuing its investigation of Mr. Perlman’s
and CWT's dealings with Messrs. Malnik and Cohen,
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Commission find Clifford Perlman unsuitable for qualification. In
support of its recommendation the Division has adduced evidence
which it contends reflects adversely on the good character, honesty
and integrity of Clifford Periman. This evidence may be most conve-
niently considered in the context of the four major areas which were
closely examined at the hearing.

1. ACQUISITION OF CAESARS PALACE

CWT’s (then Lum’s, Inc.) entry into the casino gaming business
was marked by the purchase of Caesars Palace in 1969 for approx-
imately 358 million. The Caesars Palace venlure was largely the in-
itiative of Clifford Perlman. It was Clifford Perlman who discovered
the deal for the company and who established the purchase price at
a multiple of earnings not to exceed $60 million.

At the time of acquisition, CWI retained prior management to
run the casino operation without conducting a background study or
investigation of any of the individuals, relying instead on their general
reputation in the gaming community. One of these individuals was
Jerome Zarowitz, the Director of Casino Operations, responsible for
the day to day operations of the casino. He was then not required
by the Nevada authorities to be licensed as a casino key employee.
Although not a record owner of the Palace, Mr. Zarowitz received
$3.5 million in cash upon the consummation of the acquisition from
the former owners and received further monies on a deferred com-
pensation plan, which CWI was obligated to fund.

Mr. Zarowitz had a known criminal record and by the latter part
of 1969, was considered by Clifford Perlman unsuitable to operate
the casino at Caesars Palace. While Mr. Zarowitz was still in charge
of the casino, Clifford Perlman was aware of reports concerning Mr.
Zarowitz’s attendance at a so-called “little Appalachia™ meeting of
reputed organized crime members in Palm Springs in 1965. And
Clifford Perlman was also aware that the Nevada Gaming Control
Board had expressed concerns about Mr. Zarowitz’s suitability for
licensure and that his employment at Caesars Palace might have to
be terminated. Notwithstanding this knowledge, CWI retained Mr.
Zarowitz in his same executive capacity after the purchase settlement
on September 30, 1969, until his resignation in April, 1970, Moreover,
he was allowed to occupy an apartment at Caesars Palace on a
complimentary basis for a period of time after his termination of
employment. And, CWI replaced him with Sanford Waterman, on
Mr. Zarowitz's own recommendation.
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Between May |, 1969, shortly after CWI entered into the agree-
ment to purchase Caesars Palace, and September 30, 1969, when that
purchase was completed, Caesars Palace suffered a loss of $932,266
before taxes, while continuing to be operated by the previous owners
including Mr. Zarowitz. During the same period in the prior year of
1968, Caesars Palace had a profit before taxes of $2,230,014. Although
professing concern over this drop in casino win, CWI accepted,
without any independent investigation, the explanation tendered by
Mr. Zarowitz and other personnel of the former owners that losses
during the settlement period were due to patron win at the baccarat
tables and, generally, to the fortunes of gaming. Indeed, CWI did
nothing to confirm Zarowitz's explanation. Neither its Board of Di-
reclors nor management raised, or even considered, the possibility of
an independent, outside audit of the records for the operation of the
Caesars Palace casino during the settlement period. To do any such
investigation, according to Clifford Perlman, would have disturbed
the delicate negotiations then in progress between CWI and the
previous owners over restructuring the financing aspects of the deal,
occasioned by CW1I’s inability to adhere to its original plan of financ-
ing. [n Clifford Perlman’s words, “If | had accused them [the prior
owners] of stealing, we would not have bought the hotel™.

On December 12, 1970, the Federal Bureau of Investigation,
acting under the supervisipn of Harold E. Campbell, Jr., then Special
Agent in Charge of the Bureau’s Nevada Regional Division, and
having cause to believe the existence of an illegal interstate gambling
operation, executed search and arrest warrants at Caesars Palace. In
the course of the search, the agents uncovered funds in lockboxes
listed to Mr. Zarowitz ($1,100,000), Elliot Price ($325,000) and San-
ford Waterman ($135,000). Mr. Waterman and Mr. Price, who were
casino executives at Caesars Palace at the time, were arrested as a
result. Apparently, neither Clifford Perlman, who took personal
charge of the Palace after this occurrence, nor anyone else on behaif
of CWI confronted Mr. Zarowitz, Mr. Price or Mr. Waterman regard-
ing this event or made any independent attempt to ascertain the source
of these monies.

On January 27, 1971, the Securities and Exchange Commission
(“SEC") ordered an examination and investigation into the possibility
that CWI did not receive a substantial portion of the results of the
casino proceeds of Caesars Palace for the summer of 1969 because
the prior operators had been “skimming’ the casino revenues during
that period. In the course of its hearings in this matter, the SEC
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subpcenaed, among others, the former principal owners of Caesars
Palace and its key casino employees, including: William Weinberger,
Sr., who at the time was President of Caesars Palace; Harry Wald,
then Secretary-Treasurer of Caesars Palace (now Executive Vice Presi-
dent, Secretary and Director of Desert Palace, Inc., a wholly-owned
subsidiary of CWI), Albert Faccinto (now Senior Vice President with
Desert Palace, Inc.}, Jerry Gordon and Bert Grober. All these individ-
uals refused to testify, most invoking their constitutional privilege
against self-incrimination. This fact came to the attention of Clifford
Perlman who, once again, made no attempt to interview any of his
employees about their possible knowledge that others may have been
sharing in Caesars Palace revenues through skimming.

One of these employees, Jerry Gordon, had been indicted on
March 25, 1971, along with Samuel Cohen, Meyer Lansky, Morris
Lansburgh and others for income tax evasion arising from an alleged
skimming operation at the Flamingo Hotel, a neighboring casino.
Although professing shock over the indictment, Clifford Perlman
never inquired of Gordon whether he knew of possible skimming at
Caesars Palace under its prior ownership. Quite to the contrary, when
Nevada gaming authorities sought Gordon's dismissal from Desert
Palace, Inc., by reason of his indictment, Clifford Perlman directed
William Weinberger (then President of Desert Palace, Inc.) to inter-
vene in the matter. After a series of correspondence between
Weinberger and the Nevada Gaming Control Board, Mr. Gordon was
allowed to take a temporary leave of absence.

Another employee of Caesars Palace who had pled the Fifth
Amendment before the SEC was Joel Snow. Mr. Snow had been
rehired at Caesars Palace one year after his termination for a $1,000
shortage in the baccarat pit. He also was never asked about the drastic
drop in casino winnings during the 1969 acquisition settlement period.

From the foregoing, certain conclusions are seif-evident. Despite
an awareness of Mr. Zarowitz’s criminal conviction and his general,
unsuitability in the eyes of Nevada gaming officials, CWI, through
Clifford Perlman, retained him in a position of responsibility and
authority within the casino, allowed him to live on the premises rent
free after his resignation, accepted without further inquiry his expla-
nation for casino losses and followed his recommendation that he be
replaced by Sanford Waterman. Unquestionably, Mr. Zarowitz’s re-
cord as well as the sensitivities exhibited by Nevada gaming authorities
should have disabused Clifford Perlman of any such trust and reliance.
In the face of an official SEC investigation into the possibility of
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skimming at Caesars Palace under its prior owners—a charge which
strikes at the heart of the regulatory concerns—CWTI'’s apparent lack
of diligence in ascertaining the truth of this allegation is disturbing,
especially since individuals with possible relevant knowledge remained
in CWI's employ. Two of these employees, Joel Snow and Jerry
Gordon, in particular, should have given CWI cause for con-
cern—indeed, Jerry Gordon at this time had just been indicted for
an.alleged skimming operation at the nearby casino, the Flamingo.

Of course, the nature and relevance of these events must be
considered in the context in which they occurred. Clifford Perlman
and CWI were new to the casino gaming industry. Nevertheless, at
the very least, the facts outlined above relating to the acquisition of
Caesars Palace should have raised Clifford Perlman’s cdnsciousness
concerning the sensitive nature of this industry and concerning the
regulatory process under which it operates.

2. SKY LAKE NORTH

In the late spring of 1971, Alvin I Malnik, a principal along with
Samuel E. Cohen of Comal Corp., approached CWI President Melvyn
Chasen about the possibility of CWI purchasing property in Dade
‘County, Florida known as Sky Lake North. A previous overture to
this effect had been rejected by Clifford Perlman in 1970. The Sky
Lake property consisted of about 623 acres including a country club,
lakes and approximately 325 acres of developable land owned by
Comal. In the 1971 offer, the price was set by Malnik at $23 million.
More specifically, CWI was to assume an existing $10 million mort-
gage debt to the Central States, Southeast and Southwest Areas Pen-
sion Fund (Teamsters Pension Fund) and undertake a $13 million
purchase money mortgage to Comal. These terms appeared attractive
to Clifford Perlman.

At a July 1971 meeting at Sky Lake, Mr. Malnik along with
Samuel Cohen presented their proposal to certain representatives of
CWI including Clifford and Stuart Perlman, William McElnea, Jay
Leshaw, Bertin Perez and CWT’s outside counsel, David Bernstein of
Rogers & Wells, Also by this time, Mr. Malnik was proposing to sell
the stock of Comal to CWI, rather than having CWI purchase the
property outright, and seeking as part of the transaction, to acquire
rights to CWI stock.

Sometime later in July 1971, CWD’s Board of Directors met and
considered the proposed transaction. Certain aspects of the deal were
discussed including the reputations of Mr. Malnik and Mr. Samuel
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Cohen. The Board was told: that Mr. Malnik had been accused, in
a book entitled Lansky by one Hank Messick, of being a close as-
sociate of Meyer Lansky; that Mr. Malnik denied such association;
and that Federal law enforcement authorities apparently believed Mr.
Malnik was involved in organized crime. They were told that Mr.
Malnik had once been indicted for tax fraud, but that he had received
a directed verdict of acquittal, and that he had never been convicted
of a crime. Board members were also informed of Mr. Cohen’s viol-
ation of the Commodity Exchange Act.

At this meeting, David Bernstein expressed his concern over
entering this transaction, given Mr. Mainik’s reputation. As outside
counsel, Mr. Bernstein recommended seeking the Justice Depart-
ment’s approval before consummating the deal. The Board rejected
this advice, however, as a bad precedent, and as a poor business move.
CWI’s directors felt that the reputations of Mr. Malnik and Mr.
Cohen should not preclude the company from the undertaking at hand
and consequently decided to proceed with the transaction. Mr. Berns-
tein’s concerns remained unabated but, he was eventually dissuaded
by Clifford Perlman from again addressing the issue before the Board.

All of CWI's outside directors were not made aware of every
important aspect of Mr. Cohen’s background at the time of the
Board’s July 1971 approval of the Sky Lake transaction. In fact, Mr.
Cohen had been indicted together with Meyer Lansky and others in
March 1971, for income tax evasion arising from an alleged casino
skimming operation at the Flamingo Hotel in Las Vegas. Clifford
Perlman was aware of Meyer Lansky’s reputation. Clifford Perlman
also knew of the Flamingo skimming indictment involving Messrs.
Cohen, Lansky and others when it was returned in March 1971.
Indeed, one of Mr. Perlman’s employees, at Caesars Palace, Jerry
Gordon, had been charged as a co-defendant in the same indictment.
Stuart Perlman knew of the Flamingo skimming indictment at the
time of its filing, as did Jay Leshaw, since it was extensively reported
in the news media of Miami where both resided. However, Mr.
Cohen’'s then pending indictment with Meyer Lansky and Caesars
Palace employee Jerry Gordon was not discussed with William
McElnea and the other outside directors of CWI. Clifford Perlman
testified that he did not consider it a sensitive issue. Stuart Perlman
testified that he *“assumed” all directors knew, even though the subject
of Mr. Cohen’s indictment was never raised or discussed at the same
Board meeting in which Mr. Cohen’s conviction for a commodities
violation was disclosed. Jay Leshaw testified that at the time of the
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Board meeting he focused on the architectural and land development
aspects of the deal rather than on the character and backgrounds of
those with whom his company was entering into a business rela-
tionship.

Based on the foregoing, the following findings are inescapable.
In 1971, CWI's Board of Directors was faced with the prospect of
entering into a major business relationship with two men of admittedly
controversial and questionable reputations. This presented sufficient
concern to certain directors that the topic was raised and considered
at a formal Board meeting. And it was of particular concern to CWI’s
counsel, David Bernstein. Apparently, however, the Board was satis-
fied with Mr. Malnik’s denial of an association with Meyer Lansky
and was unpersuaded by the nature of the allegations. On the basis
of the information disclosed at that meeting, the Board approved the
deal after weighing the various considerations before it.

The most pertinent piece of information, however—Mr. Cohen'’s
then pending indictment with Meyer Lansky in a casino skimming
scheme—was not brought to the attention of the outside directors by
Clifford Perlman, Stuart Perlman or Jay Leshaw, Just four months
earlier, Mr. Cohen had been indicted with Meyer Lansky and others
for a crime rooted in an alleged casino skim. Its relevance to the
discussion at hand was apparent. Had this fact been disclosed at the
meeting it might well have brought the Lansky connection into sharp-
er focus. The media allegations concerning Mr. Malnik and Mr.
Cohen, then thought to be baseless, might not have been so readily
dismissed. Mr. Bernstein's unheeded admonition might not have been
so lightly regarded. Indeed, William McElnea testified that the fact
of Mr. Cohen’s indictment would have been dispositive of the issue
for him if he had known about it. It was, according to his business
ethic, a fact which should have been fully disclosed to the Board for
its consideration. It was not; and Mr. Perlman has provided no good
reason why.

As the chairman of a publicly held corporation engaged in the
heavily regulated business of casino gaming, Clifford Perlman should
have approached Sky Lake with caution and circumspection, impelled
by a sense of duty to his shareholders and to the regulatory authorities.
This sense of duty both demanded, at the very least, full disclosure
to the Board of Directors. It should have compelled further inquiry,
such as a confrontation with Mr. Cohen himself or communication
with law enforcement or regulatory agencies. But apparently none of
this was done.
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3. CRICKET CLUB

In the early summer of 1972, Clifford Periman became personally
involved in a real estate investment with Alvin Malnik and Samuel
Cohen’s two sons, Joel and Alan Cohen. This project involved the
purchase of the partially completed Cricket Club, a high-rise con-
dominium complex consisting of approximately 220 units in Miami,
Florida. Calvin Kovens was chosen to be the general contractor for
the completion of the condominium project. Mr. Kovens, along with
Teamsters Union President Jimmy Hoffa, had been convicted in 1964
for fraud and conspiracy in using $] million in Teamsters Pension
funds to finance a real estate venture, Although aware of this convic-
tion, Clifford Perlman’s only ebjection 1o using Mr. Kovens' construc-
tion company was based on the personal relationship between Mr.
Malnik and Mr. Kovens. When the costs of the condominium project
began to exceed the financing made available for it, Samuel Cohen
lent the Cricket Club substantial sums in excess of $6 million with
which to complete the undertaking. Close to $2 million was also
borrowed from Comal Corporation. Clifford Perlman knew that Mr.
Cohen was lending money to the Cricket Club.

Clifford _Perlman’s equity interest in the Cricket Club was
$10,000. Although asserting he was to be a passive investor, and this
in part due to Mr. Malnik’s reputation, all decisions involving the
business or property of the corporations formed to undertake the
condominium project required the consent of Clifford Perlman.
Moreover, the four partners in this venture were required to indemnify
each other against liabilities in excess of the percentage interest of each
in the stock of the corporation. Clifford Perlman’s interest was one-
third.

Clifford Perlman soon became the guarantor of some substantial
institutional loans. As a condition to a $13 million loan from the
Carner Bank of Miami Beach to the Cricket Club, Clifford Perlman
and his partners were required to guarantee (1) completion of the
project, {2) payment of all costs thereof and (3) repayment of the
¢onstruction loan. In October 1972, Mr. Perlman, Mr. Malnik, the
Cchen sons and Mr. Kovens executed a performance bond and a labor
and material payment bond, each in the amount of $6,100,000. More
guarantees would follow.

Sometime in November 1972, Philip Hannifin, then Chairman
of the Nevada Gaming Control Board (NGCB), personally ap-
proached Clifford Perlman concerning his involvement with Alvin
Malnik in the Cricket Club. At this meeting, Mr. Hannifin voiced
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his concerns over Mr. Perlman’s association with an individual of Mr.
Malnik’s reputation. As a consequence of what Mr. Hannifin had
said, Mr. Perlman committed 10 extricate himself from the Cricket
Club if Mr. Malnik would not institute a libel suit against Hank
Messick, the author of Lansky.

However, Clifford Perlman remained in the Cricket Club even
after Mr. Malnik informed him that he would not file a libel suit.
Citing the fact that he was still committed as a co-guarantor on several
substantial loans to the Cricket Club, Clifford Perlman chose to
continue his involvement in the project, guaranteeing new loans
throughout its construction period and lending sums of money to the
corporation.

The Cricket Club project represents yet another and more direct
involvement by Clifford Perlman in the business world of Alvin
Malnik. Mr. Periman’s partnership with Mr. Malnik and Mr. Cohen's
sons in this venture developed into one of long duration, a fact which
should have been evident from the outset. His series of guarantees
on loans to the Cricket Club bound Mr. Perlman so firmly to the
arrangement that even when he later wanted to extricate himself, he
found it impossible to do so. To this day, Mr. Perlman remains
obligated on $280,000 of these guarantees after paying $386,000 to
be relieved of guarantees of $3 million, a telling indication of his once
intricate and deep involvement in the matter.

Prior to his entry into the Cricket Club, Clifford Perlman neither
consulted with Harold Campbell, CWI's then recently hired Director
of Corporate Security, nor inquired as to Mr. Malnik’s background
nor sought confirmation of the allegations made against him. He was
apparently content with Mr. Malnik’s denials. Neither did Mr. Per-
Iman notily the Nevada regulatory authorities as to his contemplated
venture with Mr. Malnik.

When Mr. Hannifin first approached Mr. Perlman about this
matter in November 1972, Mr, Perlman assumed the defense or Mr.
Malnik. This was indeed a curious position given Mr. Perlman’s
earlier concern that Mr. Malnik was not licensible in Nevada, his
awareness of Mr. Malnik’s reputation and his desire to become only
a passive investor in the Cricket Club partly due to this reputation.
But not only did Mr. Perlman defend Mr. Malnik, he proposed an
alternative to outright severance which permitted him a means to
remain in the project as Mr. Malnik expressly desired. By the time
this alternative was no longer viable, Clifford Perlman found himself
inextricably tied to the flinancial health of the project.
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Much has been argued as to whether Mr. Perlman’s conduct in
this regard was violative of an official directive to the contrary. The
issue, however, is not so easily defined. The fact that such a violation
may not have occurred does not preclude this Commission from
viewing Mr. Perlman’s conduct negatively. In November 1972, Philip
Hannifin, the Chairman of the Nevada Gaming Control Board, com-
municated his concerns to Clifford Perlman. As a result of this meet-
ing, Mr. Perlman understood that he had made a commitment to Mr.
Hannifin. He subsequently, in his own words, “‘definitely” breached
that commitment. These circumstances cause us deep concern about
Clifford Perlman’s attitude toward the regulatory process.

4. COVE HAVEN

According to Mr. Perlman’s testimony, he chanced to meet Alvin
Malnik on an airplane in December 1974. Mr. Malnik inquired
whether Clifford Perlman or his company could provide an opportuni-
ty to invest a substantial sum of money. Clifford Perlman first sug-
gested that Mr. Malnik pay for improvements to the Sky Lake Coun-
try Club and accordingly increase CWI's rent for the country club.
Mr. Perlman’s proposal would have resulted in an increased cash
drain for CWI rather than in the cash relief his company was sup-
posedly then seeking. When Mr. Malnik declined that offer, Mr.

Perlman suggested a sale and leaseback of CWI's two honeymoon

resorts located in the Poconos.

Mr. Malnik offered to purchase the properties for $15 million
and to lease the properties back to CWI at an annual rental of 13
percent to 15 percent of the purchase price. Mr. Perlman, in turn,
presented the matter to the CWI Board for resolution. There were
no negotiations over the price set by Mr. Malnik. CWTI's Board of
Directors gave conceptual approval to the plan and, because of an
apparent conflict of interest occasioned by Clifford Perlman’s Cricket
Club involvement, assigned CWI President William McElnea to con-
clude the transaction. His conflict of interest, however, did nol bar
Clifford Perlman from ultimately voting to approve the transaction.

On February 20, 1975, CWI entered into a sale and leaseback
of its Cove Haven and Paradise Stream resorts with Cove Associates,
a Florida partnership comprised of Alvin Malnik and Samuel Cohen's
sons, Joel and Alan. The assets of these properties were sold for $15
million. Prior to the consummation of the deal, CWI learned that
Cove Associates, through Mr, Malnik, was borrowing the $15 million
at 9 percent interest from the Teamsters Pension Fund. As part of
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the arrangement, CWI agreed to lease back the two Pocono properties
for 20 years at an annual rent of $2,130,000 (14.25 percent of the
purchase price). Each of the leases gave CWI certain options to renew
and to purchase, and obligated CWI to make certain improvements.

Three related aspects of the Cove Haven sale and leaseback
transaction are worthy of particular note as they reflect on the charac-
ter of Clifford Perlman. The first aspect concerns his willingness in
late 1974 to lead his company into yet another business entanglement
with Alvin Malnik and the sons of Samuel Cohen. The second aspect
concerns his willingness to do this despite his November 1972, meeting
with Philip Hannifin and his commitment to Mr. Hannifin to disas-
sociate from Mr. Malnik and the Cricket Club. The third aspect
concerns his failure to disclose all relevant information to the full CWI
Board during its consideration of the Cove Haven transaction. Specifi-
cally, Clifford Perlman did not advise the full CWI Board of his
November 1972, conversation with Philip Hannifin prior to the Cove
Haven approval. Clifford Periman presumed that the independent
directors knew of the Hannifin meeting even though the Perlmans and
Mr. McElnea made no disclosure and the subject was neither raised
nor considered at the Board meeting when the Cove Haven trans-
action was discussed.

Also noteworthy is the fact that CWI's Corporate Security Chief,
Harold Campbell, was not asked to review the Cove Haven trans-
action as to suitability. At that time company policy was that all
significant transactions were, in the discretion of the head of the
subsidiary, to be submitted for security review.

In late 1972, Harold Campbell had been asked to investigate Mr.
Malnik’s background and had reported his results to Clifford Per-
Iman. While Mr. Campbell refused to express an opinion in his testi-
mony before us as to whether Alvin Malnik was associated with
organized crime, both Clifford Perlman and William McElnea recalled
that Mr. Campbell had previously been of the opinion that Mr.
Malnik was so associated.

At about the same time as his investigation of Mr. Malnik (late
1972), Campbell also reported to Clifford Perlman on the subject of
honorary memberships at the Skylake Country Club. In response to
Mr. Perlman’s inquiry, Mr. Campbell advised:

Many of the other Teamsters officials possessing Honorary
Memberships have been in frequent business and social
contact with top organized crime figures throughout the
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country. Whether one agrees or not, the Central States
Pension Fund has in recent years been described in the
news media as the “bankroll of the Meafia”. Rightly or
wrongly, many Mafia figures have obtained loans from this
fund and even more importantly, many top Mafia figures
have been in a position to arrange for loans from the fund
for others, sometimes on the basis of friendship and at
other times for a substantial fee.

Interestingly enough, both the source of Mr, Malnik’s funds for the
$15 million purchase price of Cove Haven—namely the Teamsters
Pension Fund—and the 9 percent interest rate at which the money
was borrowed were known to CWI in advance of the sale-leaseback
agreement.

Once again, in the absence of any credible explanation presented
in this record, we are left with a serious question. Why did Clifford
Periman, in late 1974, lead his company into its second (and his third)
business entanglement with Alvin Malnik, especially in light of his
November 1972 discussion with the Chairman of the Nevada Gaming
Control Board?

CONCLUSIONS AS TO CLIFFORD PERLMAN

The facts outlined above simply do not square with the positive
testimony adduced as to the good character, honesty and integrity of
Clifford Periman. Stated bluntly, this Commission is unable to declare
that Clifford Perlman may be trusted to control a company which
seeks licensure to operate a casino in this jurisdiction. This determina-
tion flows primarily from three considerations:

(1) The assocations with Alvin 1. Malnik and Samuel E, Cohen
which Clifford Perlman led CWI to engage in or which he engaged
in personally; -

(2) The attitude of Clifford Perlman with regard to the regulatory
process; and

(3) The candor with which Clifford Perlman dealt with his fellow
Directors on the CWI Board.

Based on the substantial credible evidence in the record as a
whole, this Commission finds Samuel E. Cohen to be a person of
unsuitable character and unsuitable reputation. Following indictment
by the Federal authorities together with Meyer Lansky and others,
he was convicted and incarcerated for filing a false income tax return
on facts relating to the skimming of proceeds from the Flamingo
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casino in Las Vegas, Nevada. Previously he had been fined for viol-
ating the Commodity Exchange Act. Mr, Cohen’s alleged involvement
with Meyer Lansky and others in the Flamingo skimming indictment
received widespread publicity in the Miami area in 1971.

Based on the substantial credible evidence in the record as a
whole, this Commission finds Alvin 1. Malnik to be a person of
unsuitable character and unsuitable reputation. As to his character,
the evidence establishes that Mr. Malnik associated with persons
engaged in organized criminal activities, and that he himself partici-
pated in transactions that were clearly illegitimate and illegal. As to
his reputation, he has been identified repeatedly in the news media
as a close business associate of Meyer Lansky and other reputed
organized crime figures. Moreover, Federal law enforcement
authorities have long believed Mr, Malnik to be involved in organized
crime,

Prior to the 1971 Sky Lake transaction, Clifford Periman knew
of Mr. Malnik’s unsavory reputation and Mr. Cohen’s pending indict-
ment for casino skimming. Yet Mr. Perlman led his company into
a direct, intense, long-lasting association with these men. He himself
became personally involved in the 1972 Cricket Club transaction
directly and intimately with Mr. Malnik and Mr. Cohen’s two sons
in a second ongoing association. And, in the late 1974 Cove Haven
transaction he led his company into a direct, intensive, continuing
association with Mr. Malnik and Mr. Cohen’s sons.

Although Samuel Cohen was not a direct participant in either
the Cricket Club project or the Cove Haven agreement, the evidence
plainly indicates that he was indirectly interested in both. Mr. Cohen
lent large sums of money to the Cricket Club and Mr. Perlman knew
of those loans. Moreover, as part of the Cove Haven transaction, CWI
requested and received a deferral of the payments due on the Sky Lake
obligations. Since Mr. Malnik and Samuel Cohen were the principals
in the Sky Lake deal, it is possible that some of the Cove Haven
proceeds were being channelled to Mr. Cohen. Thus, Mr. Perlman
exhibited no great reluctance to continuing involvement, direct or
indirect, with the indicted and later convicted Mr. Cohen as well as
the suspect Mr, Malnik.

Beyond Mr. Perlman’s willingness to engage in repeated and
enduring relationships with Messrs. Malnik and Cohen, no reasonable
explanation has been provided for the failure of Mr. Perlman to
provide the CWI directors with material information regarding those
relationships. Specifically, Mr. Perlman chose not to disclose the fact
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of Mr. Cohen’'s pending indictment when the board voted on the Sky
Lake proposal. Second, Mr. Periman made no mention of Mr. Han-
nifin’s disapproval of Mr. Malnik before the board was presented with
the Cove Haven offer. These omissions contradict the characterization
of Mr. Perlman as a man of candor and forthrightness. Further, they
raise disturbing questions as to whether Mr. Perlman was so anxious
to consummate the transactions that he refused to jeopardize board
approval by full disclosure. These questions have simply not been
answered.

BRC contends that these transactions may have been public
relations mistakes but that they did not actually jeopardize the integri-
ty of gaming operations. While it may be true that Mr. Malnik and
Mr. Cohen were not literally in control of the casino, their financial
arrangements provided them with an obvious opportunity to exercise
economic leverage against CWI. In point of fact, CWI experienced
cash shortages which prompted it to obtain relaxation of its Sky Lake
obligation from Mr. Malnik and Mr. Cohen. At the same time, CWI
was increasing its debtedness to Mr. Malnik and the sons of Samuel
Cohen. Thus, Mr. Perlman in a very real sense delivered his company
into the hands of Mr. Malnik, Samuel Cohen and Mr. Cohen'’s sons.

From the foregoing and from the entire record, this Commission
is not able to find by clear and convincing evidence that Clifford
Perlman possesses the good character, honesty and integrity de-
manded by the Casino Control Act. Accordingly, Clifford Perlman
is not qualified.’

B. STUART Z. PERLMAN

Stuart Z. Perlman, who presently resides in Miami Beach, Florida
and maintains a residence in Longport, New Jersey, was born on
September 20, 1927, in Philadelphia, Pennsylvania. He was educated
in the Philadelphia public schools and attended LaSalle College for
one year. [n 1956, along with his older brother, Clifford, he purchased
the first Lum’s restaurant,

‘The Division also asserted that Mr. Perlman had supplied false or misleading
information as to when he first learned of Mr. Cohen's indictment. In his
testimony, Mr. Perlman admitted that he acquired such knowledge before
the Sky Lake transaction. It seems that Mr. Perlman’s recollection was not
as clear in an interview which he gave to the Division in April 1979. In any
event, the Commission does not find Mr. Perlman to be disqualified on this
basis. See N.J.5.A. 5:12-86(b).
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Today, Stuart Perlman is Vice Chairman of the Board of Directors
of both CWI and CNJ. He is also the second largest stockholder of
CWI, owning approximately 1.7 million shares, or about eight percent
of the outstanding stock. In addition, he owns approximately 153,000
shares of CNJ, or about one percent of the outstanding stock of that
company. By virtue of his positions as an officer, director, major
stockholder and principal employee of CWI and CNJ, Stuart Perlman
is a person who must individually be qualified for approval. The
applicant, BRC, and Stuart Perlman have produced evidence in sup-
port of the qualification of Stuart Perlman all of which has been
carefully examined, considered and weighed. The Division has rec-
ommended that this Commission find Stuart Perlman unsuitable for
qualification.

Most of the evidence relevant to the suitability of Stuart Perlman
has already been stated with regard to Clifford Periman and is in-
corporated here by reference. In July 1971, with full knowledge of
the pending indictment against Samuel Cohen, Meyer Lansky and
others, with full knowledge of the questionable reputations of Samuel
Cohen and Alvin Malnik, without discussing the Cohen indictment
with CWT's outside directors, and against the advice of CWI’s outside
counsel, Stuart Perlman voted in favor of entering the Sky Lake
transaction. Moreover, during the period between December, 1974,
and February 20, 1975, CWI was considering the Cove Haven sale
and leaseback transaction. At that time, Stuart Perlman, who was
aware of the substance of the November 1972 conversation between
Philip Hannifin and Clifford Perlman, voted to enter into the Cove
Haven transaction. Additionally, Stuart Perlman did not discuss or
bring to the attention of CWI's outside directors the Hannifin con-
versation.

By virtue of his own involvement in these events, Stuart Perlman
was obliged to answer serious questions about his character, honesty
and integrity. More particularly, these questions flow from his associa-
tions with Alvin Malnik and Samuel Cohen, his attitude toward the
regulatory process, and his apparent lack of candor in dealing with
the other CWI directors.

Furthermore, it is clear from the record that Stuart and Clifford
Perlman are more than just brothers. Since 1956, when they jointly
purchased the first Lum's restaurant, they have been close business
associates. They own, respectively, 8 percent and 10 percent of the
outstanding stock of publicly traded CWI. They participate jointly
in several other business ventures. Indeed, the testimony indicates that
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for the past several years Stuart Periman has handled all of Clifford's
personal finances, even to the point of signing Clifford’s checks and
making investments for him. Thus, there is a substantial commonality
of economic interests as well as a close blood relationship between
the two men.

In light of all of the above considerations, and after carefully
weighing these matters and viewing them in the context of the entire
record, the Commission finds that BRC has failed to meet the af-
firmative responsibility of establishing the good character, honesty
and integrity of Stuart Perlman. Accordingly, Stuart Perlman is not
qualified.

C. JAY E. LESHAW

Jay Leshaw is clearly a qualifier as to the casino license applicant.
He is now a senior vice president and a director of Caesars World,
Inc., and president and a director of three of its subsidiaries: Sky Lake
Development, Inc.; California Club, Inc.; and Corporate Real Estate
Equities, Inc. He is also a shareholder in Caesars World, Inc. (owning
30,000 of its approximately 26.3 million shares or 0.001 percent).

The Division's objection to Mr. Leshaw’s qualifications is based
primarily upon his role, while a Caesars World, Inc. inside director
and vice president, in the 1971 approval of the Sky Lake transaction.
At the time of the transaction, Mr. Leshaw knew of Mr. Malnik’s
reputation and of Mr. Cohen’s indictment with Meyer Lansky in
Florida less than four months earlier in the Flamingo *'skim™ pros-
ecution. No open discussion with the outside directors of these facts
had occurred at that board meeting. However, when 31 months later
Caesars World, Inc. voted to restructure the Sky Lake lease, Mr.
Leshaw appears to have been unaware of the November 1972 dis-
cussions between Philip Hannifin and Clifford Perlman concerning
Mr. Hannifin's reservations as to the propriety of Mr. Perlman’s
personal business dealings with Mr. Malnik in the Cricket Club.

Jay Leshaw was born in 1927, educated at the University of
Miami and presently resides in Coral Gables, Florida. About 1963,
while in the construction business, he met Clifford Perlman and began
doing work for Lum’s, Inc, which was designing, locating, financing,
constructing and eventually franchising its fast food restaurants. In
1967 he joined Lum’s, Inc. as an executive vice president and became
one of its directors. By that date he had assumed a primary responsi-
bility for the company’s restaurant business and thereafter maintained
it until July 1971 when its restaurant operations were sold. In later
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1968, Melvin Chasen joined the company as an executive vice presi-
dent and, in mid-1970, became its president.

Less than three months after divesting itself of the restaurant
operations, Lum’s, Inc. closed on its long-term lease of the Sky Lake
development property. Mr. Leshaw then became, and has to the
present remained as, president of the Caesars World, Inc., subsidiary
responsible for this asset. Since then, Mr. Leshaw has maintained his
offices at the property. Initially, before the south Florida con-
dominium economy slowed, he actively refined the development pro-
gram as to the property. In 1977, however, CWI retained California
land developer Jerry Snyder to design a more effective sales program
for the project. Currently, more than 95 percent of the units have been
sold. It was in 1978 that the name of the country club there was
changed to the California Club.

On balance, Mr. Leshaw’s activities are not such as to prevent
his qualification. His role in Caesars World, Inc., has never been one
of setting policy or deciding as to acquisitions. It rather has been
confined to the design and development of South Florida real estate
operations, at first the restaurant business and more recently the
condominium property. He has always been located in South Florida.
Although that locale is admittedly the base for Messrs. Lansky,
Malnik and Cohen, Mr. Leshaw’s responsibilities to CWI are quite
remote from the concerns and sensitivities of Nevada and its casino
gaming industry. Mr. Leshaw was not the source of the Malnik or
Cohen associations nor were the associations ever personal to him.
Plainly, as an employee of Caesars World, Inc., he was subject to the
policies set by the Perlmans. It is true that in 1971, he did not discuss
with CWTI’s outside directors the fact of the Samuel Cohen “skim™
indictment. Although this failure is hardly praiseworthy, it is under-
standable in light of the relative positions of the Perlmans and Mr.
Leshaw. Were such an omission to occur today under the New Jersey
regulatory system, a different result might follow. On this record,
though, the Commission is satisfied that Mr. Leshaw has established
his “good character, honesty and integrity’’ by clear and convincing
evidence. Acordingly, Jay E. Leshaw is found to qualify as a director,
officer and shareholder as to this applicant for a New Jersey casino
license.
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D. WILLIAM H. McELNEA, JR.}

1. Investment Banker and Outside Director William H.
McElnea, Jr., is the president and chief operating officer of the holding
company, Caesars World, Inc.,, and the intermediary company,
Caesars New Jersey. He is separately a member of each of the eight-
member boards of directors of Caesars World, Inc., Caesars New
Jersey, and the Boardwalk Regency Corporation. He is a shareholder
of Caesars World, Inc. in which he holds 420,000 shares, or 1.6 percent
of the stock, and a shareholder of Caesars New Jersey, in which he
has 58,970 shares, or 0.4 percent of the 15.98 million outstanding
shares. He has been associated with CWI and its predecessor, Lum’s
Inc., since 1966, first as a financial advisor, Jater as an outside director,
and since late 1972 as the president of CWI, a position that has
produced his current, thorough involvement in the corporation and
its subsidiaries. Undoubtedly, Mr, McElnea is a person required to
meet the standards, except residency, for a casino key employee
license. See N.J.S.4. 5:12-85(c) and (d).

Significant points about Mr. McElnea reside in the evidence
concerning two of CWI's associations. The first is with the Central
States Southeast and Southwest Teamsters Pension Fund of Chicago,
[llinois, a relationship that began in 1969 with the acquisition of
Caesars Palace Hotel and Casino. The second is the association be-
tween CWI and Alvin Malnik and Samuel Cohen, who are reputed
associates of in 1969 with the acquisition of Caesars Palace Hotel and
Casino. The second is the association between CWI and Alvin Malnik
and Samuel Cohen, who are reputed associates of Meyer Lansky, of
Miami, Florida, the same city where Mr. Malnik and Mr. Cohen
reside and do business. This association remained in place until recent
days through the corporation’s involvement in the Sky Lake develop-
ment, and with Cove Associates in the Pocono Mountain properties,
and began at least as early as June 1971.¢

‘Only Commissioners Thomas, Zeitz and McWhinney join in this opinion
regarding Mr. McElnea. Chairman Lordi separately concurs in the determina-
tion to find Mr. McElnea qualified. Vice-Chairman Danziger dissents from
this determination.

*Al the conclusion of the hearing, BRC presented a plan to create and fund
two trusts which would pay when due the continuing obligations of CW1] as
to the Cove Haven transaction and the Sky Lake acquisition. This plan was
accepted by the Commission as adequately insulating the companies from Mr.
Malnik and Mr. Cohen.
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The associations with the Teamsters Pension Fund, and with
Mainik and Cohen were active and growing until December 10, 1975.
The first, with the Pension Fund, deepened because of the second,
that is the association with Mr. Malnik and Mr. Cohen, but particu-
larly with Mr. Malnik. The Nevada Gaming Commission and the
Nevada Gaming Control Board made their joint position on the
Malnik association clear to Caesars World, Inc. on December 10,
1975, and again on April 13, 1976, when the corporation was ordered
not to associate with persons of unsavory notorious reputations.

From that point, the expansion of the two associations halted
and a corporate effort was begun to sever them. Only a beginning
has been made until now, but it is doubtful that beginning could or
would have been initiated without the effort of Mr. McElnea. The
qualification of Mr. McElnea depends upon his role in these CWI
associations, which the Attorney General, through the Division of
Gaming Enforcement, finds is such as to prevent his qualification.

The evidence does not raise questions as to the reputation of Mr.
McElnea. It does put before the Commission matters concerning Mr.
McElnea’s treatment of the associations with Mr. Malnik and Mr.
Cohen, and the Pension Fund. Of course, it is the applicant who has
the burden to establish by clear and convincing evidence the traits
of good character, honesty and integrity. The evidence must enable
the Commission to believe that the requisite character, honesty and
integrity have been demonstrated.

William H. McElnea, Jr., was born in New Jersey in 1922, reared
in Connecticut, and educated at Dartmouth College from which he
received his bachelor’s and master’s degrees. In 1955 after having
worked for seven years in Wall Street banks, he joined the small New
York investment banking firm of Van Alstyne, Noel and Co., where
he specialized in corporate financing.

In 1966, shortly after he met Clifford Perlman, Mr. McElnea and
the Van Alstyne firm accepted the Florida-based Lum’s Inc., as a
client. When, in 1967, Lum’s became a publicly traded company, Mr.
McElnea was made an outside director. He remained as a partner in
Van Alstyne, Noel and Co. His status as an outside director and
investment banker continued for six years. Effective August 31, 1972,
Melvin Chasen resigned as president of Caesars World, Inc. Two
months later, on November 1, 1972, William McElnea succeeded Mr.
Chasen as president of the corporation. Mr. McElnea continued as
a director, and relocated to the corporation’s headquarters in Los
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Angeles. He is and since that day has been the chief operating officer
of CWIL.

In 1966 when Mr. McElnea began his association with Lum's as
its investment banker, it was a growing fast food restaurant and
franchising firm, based in South Florida. In 1967 through the offices
and talents of Mr. McEinea the company undertook and completed
its first major financing. This public offering may seem a pittance
today when measured against the magnitude of CWTI’s current financ-
ings, but in 1967 it represented a milestone in its corporate develop-
ment. At the time, Stuart Perlman was president of the corporation
and his brother, Clifford Perlman, was its principal executive officer.
They had then owned the company for 10 years.

In early 1969 Clifford Perlman began discussions which led to
the September 30, 1969, acquisition by Lum’s of the then three-year-
old, 680-room Caesars Palace Hotel and Casino in Las Vegas, Ne-
vada. As part of the transaction, Lum’s assumed an $18.1 million
mortgage obligation to the Teamsters Pension Fund.

In December, 1969, Lum's acquired the Pennsylvania honeymoon
resort called Cove Haven, and 14 months later acquired the nearby
honeymoon resort called Paradise Stream. In July, 1971, Lum’s
divested itself of the restaurant and franchising operations, and by
then had also divested itself of the Dirr's Meat Processing and Dis-
tribution Company, and the chain of Eagle Army-Navy retail outlet
stores. In June, 1971, discussions between Mr. Malnik and Lum’s
President Melvin Chasen led to negotiations in July 1971, which
resulted on October 14, 1971 in Lum’s closing with the Comal Corpor-
ation on the 623-acre condominium development property in North
Miami, Florida, known as Sky Lake North. Comal Corporation,
which had acquired the property 10 months earlier, was owned equally
by Mr. Malnik and Mr. Cohen. The property was then subject to a
$10 million Teamsters Pension Fund loan. On December 16, 1971,
Lum's Inc. changed its name to Caesars World, Inc.

Mr. McElnea was not the cause of the association of CWI with
the Teamsters Pension Fund, a relationship which originated in the
1969 acquisition of Caesars Palace, described on the record as being
initiated by Clifford Perlman. Nor did Mr. McElnea bring the corpor-
ation into contact with Mr. Malnik and Mr. Cohen, a development
attributed to Melvin Chasen and Clifford Perlman in the 1971 acquisi-
tion of Sky Lake. As its investment banker, Mr. McElnea was the
servant of the policy and business decisions made by his client, and
by its chief executive, Clifford Perlman. Becoming an outside director
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required Mr. McElnea to take positions and record his votes on
matters of corporate policy formulated by the company's executives,
most notably the Perlmans.

In the corporate world in the period of 1969 to 1971 the role
and obligation of outside directors of publicly traded corporations
were not perceived as strictly or as solemnly as in 1980. More deferen-
ce was given at that time to policy determinations made by corporate
executives, such as Clifford and Stuart Perlman.

CWI's associations with Mr. Malnik, Mr. Cohen and the Pension
Fund before late 1972 do not reflect on William McElnea’s *‘good
character, honesty and integrity,” or his fitness to participate now in
the New Jersey gaming industry. The associations were not personal
as to McElnea. They were business relationships arranged by the
corporate lenders who were members of the Miami community. Dur-
ing this time, McElnea worked and resided in New York and Con-
necticut.

2. President of Caesars World, Inc.

The role of William McElnea changed on November 1, 1972,
when he became president of CWI. As president he became, after
Clifford Perlman, the corporation’s leading executive, but guided
heavily by the policies developed by Clifford Perlman, and transmitted
by the corporation chairman to the board of directors.

In his first three years as president, Mr. McElnea led CWI in
restructuring the Sky Lake financial arrangement with Comal Corpor-
ation from a lease into a purchase. This finally made it possible for
CWI to begin undertaking development of the property, which had
been delayed three years by the transaction over which Mr, Perlman
and Mr. Chasen had presided in 1971. In February, 1975, through
a sale and leaseback of the Cove Haven and Paradise Stream resorts
with Cove Associates, CWI fell headlong into a new association with
Mr. Malnik and the Teamsters Pension Fund. This time, Mr. Cohen's
two sons, rather than Mr. Cohen himself, were part of the deal. Again
the transaction was brought to CWI by Clifford Perlman. There is
also some evidence that CWI considered, at about the time it made
the sale and leaseback, a refinancing of its overall corporate debt.

Following the transaction with Cove Associates, the Securities
and Exchange Commission ordered a private investigation of CWI's
corporate dealings with Mr. Malnik. The SEC examined both the Sky
Lake and Cove Associales transactions, and also Clifford Perlman’s
private dealings with Mr. Malnik in the Cricket Club venture. On
November 10, 1975, the Los Angeles Times published a front page
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story under the headline, “Caesars Palace Firm Under Investigation”'.
As noted, the Nevada gaming authorities followed swiftly on Decem-
ber 10, 1975, and April 13, 1976, first with an admonition and subse-
quently with an order directing CWI not to expand its associations
with Mr. Malnik, and to refrain from associating again with persons
of unsavory or notorious reputation.

It appears from the record that such compliance efforts as CWI
began to make then and has made until now flow from William
McElnea, After a prolonged—and the Division claims too long—time
the corporation was able to sever its insurance ties with the notorious
Allen Dorfman, and through him, with United Founders Insurance
Corporation. These ties were forged not by Mr. McElnea but by his
predecessor as CWI president, Melvin Chasen. Mr. McElnea, clearly,
was the driving force in the severance. If he tempered his drive because
of considerations stemming from the ongoing relationships with the
Pension Fund, this tempering must be seen against the backdrop of
his concerted effort to arrange new, conventional, sound, institutional
financing for the corporation. He has succeeded. Where the Perlmans
brought Mr. Malnik and the Teamsters Pension Fund to Caesars
World, Mr. McElnea has brought the Chemical Bank, the services
of E.F. Hutton, and now the Aectna Insurance Company, among
others. No evidence suggests new or expanded associations with Mr,
Malnik, Mr. Cohen or the Teamsters Pension Fund since 1975 by
CWI, a bright comparison to the dalliance of Clifford Perlman in his
effort to sever himself from the Cricket Club and in his flirtation with
that investment even after Nevada had made its message eminently
clear.

The sources of the $138 million committed to date by CWI to
the Boardwalk Regency project in Atlantic City demonstrate amply
the new kind of financing that Mr. McElnea has sought and found.
Those sources include $47 million from major financial-institutions,
$28 million from obligations undertaken to former owners of realty,
and $63 million from such internal financial wellsprings as bank lines,
public offerings, and operating revenues.

The November 1975 Los Angeles Times news story alerted two
members of CWI’s Board of Directors to Mr. Malnik’s reputation,
and to the fact that Philip Hannifin of the Nevada Gaming Control
Board had talked to Clifford Perlman in November 1972 and left him
with an understanding that Mr. Perlman was to end his Cricket Club
involvement.

It is undisputed that Mr. McEinea knew about Mr. Malnik by

PA000660



324 Office of Administrative Law

In re Boardwalk Regency Casino Application
Cite as 10 N.J.A.R. 295

the end of 1974 and the beginning of 1975, when the Cove Associates
deal was presented and consummated. He also knew by then the
substance of the Hannifin-Perlman discussion. He did not share his
knowledge with the two uninformed directors, Manuel Yelien and
John Polite. That he should have, he knows now, and this Commission
knows. But seen against the background of Clifford Perlman’s dis-
proportionate influence in the corporation, and the division of labor
and interest between Mr. Periman, the man who decided what would
happen, and Mr. McElnea, the man Perlman charged with making
it happen, it is clear that Mr. McElnea could rightfully infer that such
disclosure was always Mr. Perlman's responsibility.

There is no doubt that sometime in 1975, after the Cove As-
sociates deal, but before the November 10 Los Angeles Times story,
both Mr. Perlman and Mr. McElnea discussed with Mr. Malnik a
sale and leaseback of Caesars Palace Hotel. The weight of the record
is clear and convincing that when Alvin Malnik had deals to propose
to Caesars Warld, Inc., he went to Clifford Perlman. Whatever the
extent of those discussions with Mr. Malnik, and in the testimony
there was only one, Mr. Perlman would have been the source.

Caesars World, Inc. in this hearing has brought before this Com-
mission a group of young, able, honest management professionals,
and new outside directors of measurable business experience and
probity, who have been attracted to the company under the presidency
of Mr. McElnea, and who serve on his management team. Their
presence is further testimony to his business ability. It also underscores
the increasing tenacity of his commitment to put not only time but
distance between his corporation and the questionable beginnings of
Nevada gaming.

3. Finding as to Willtam H. McElnea, Jr.

In judging the good character, honesty and integrity of William
McElnea, as in making such judgment upon any applicant, the Com-
mission must examine the whole man, and the entire circumstances
in which he performed. As in all areas of human endeavor, there is
in the regulatory process never a situation absent some scintilla, some
particle of doubt. But on the basis of the whole record, on his ac-
complishments at Caesars World, the performance of the corporation
in New Jersey under his leadership since May 30, 1979, and the
sureness of his understanding of the regulatory process for five years,
the Commission can and does find clearly and convincingly that Mr.
McElnea is a man of good character, honesty, and integrity and one
suitable to hold a license, and to conduct gaming affairs in the State
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of New Jersey. He is thus found to qualify as an officer, director,
and shareholder as to this casino applicant.

The finding that Mr. McElnea is qualified and suitable for
licensure puts a heavy responsibility upon him. Placed in the per-
spective of the Commission’s other findings as to the unsuitability of
the chairman and vice chairman, the leadership of Caesars World,
Inc., right now, and as a practical matter, appears to fall squarely
upon Mr. McElnea. It will be for him to decipher the meaning of
that leadership, and to demonstrate it. In making this decision as to
Mr. McElnea the Commission reposes a trust in him. It is fully
mindful of the circumstances and expects he will be too.

E. OTHER PERSONS REQUIRED TO QUALIFY

In accordance with Sections 85(c) and 85(d) of the Act (N.J.5.4.
5:12-85(c) and (d)), the Commission and the Division agreed that there
were 30 persons required to qualify as part of the BRC application.
The 26 individuals who were not the subject of a Division challenge
and about whom no grounds for rejection appear are the following:

. HOWARD B. BACHARACH, a resident of Ventnor, New
Jersey is 39 years of age and employed by BRC as Vice-President of
Administration.

2. HAROLD B. BERKOWITZ, a resident of Los Angeles, Cali-
fornia, 61 years of age, is an outside director of both Caesars World,
Inc. and Caesars New Jersey, Inc.

3. LARRY L. BERTSCH, a resident of Somers Point, New
Jersey, is 41 years of age and employed by BRC as Treasurer and
Vice President of Finance.

4. PETER G. BOYNTON, a resident of Linwood, New Jersey,
is 36 years of age, a Director of BRC and, a Senior Vice President
of BRC.

5. ALFRED J. CADE, a resident of Linwood, New Jersey, is
49 years of age, a Director of BRC and a Senior Vice President of
BRC.

6. HOWARD E. CAMPBELL, JR., a resident of Las Vegas,
Nevada, is 59 years of age and employed by Caesars World, Inc., as
Vice President of Security.

7. JOHN H. CONNORS, a resident of Glen Ridge, New Jersey,
is 56 years of age and employed by Caesars World, Inc., as Assistant
Vice-President of Security.

8. DUANE M. EBERLEIN, a resident of Tarzana, California,
is 40 years of age and is employed by Caesars World, Inc., as Con-
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troller and Chief Accounting Officer and by Caesars New Jersey, Inc.,
as Controller and Vice President.

9. MAXWELL J. GOLDBERG, a resident of Margate, New
Jersey, is 55 years of age, an employee of BRC in the Office of the
President and a Director of BRC.

10. WILLIAM E. HAINES, a California resident, is 58 years of
age and is employed by both Caesars World, Inc., and Caesars New
Jersey, Inc., as Vice President of Finance.

1. DAVID P. HANLON, a resident of San Juan Capistrano,
California, is 34 years of age and is employed by Caesars World, Inc.,
and by Caesars New Jersey, Inc., as Vice President of Operations.

12. STEPHEN F. HYDE, a resident of Linwood, New Jersey,
is 34 years of age, is an Executive Vice President and Chief Operating
Officer of BRC and a Director of BRC.

13. J. TERRANCE LANNI, a resident of Margate, New Jersey
and California, is 37 years of age. Although he recently resigned as
Director and Chief Executive Office of BRC, Mr. Lanni still is em-
ployed as Executive Vice President of both Caesars World, Inc. and
Caesars New Jersey, Inc.

14. JAMES A. LENZ, a resident of Longport, New Jersey, is
45 years of age and is employed by BRC as the Casino Manager.

15. CYRIL PATRICK McCOQY, a resident of Parsippany and
Absecon Highlands, New Jersey, is employed by BRC as Corporate
Controller.

16. JAMES J. NEEDHAM, a resident of Bronxville, New York,
serves as an outside director of both Caesars World, Inc, and Caesars
New Jersey, Inc.

17. MILTON NEUSTADTER, a resident of Margate, New Jer-
sey, 55 years of age, is an employee of BRC in the Office of the
President and is a Director of BRC.

18. BERTIN . PEREZ, a resident of Encino, California,
although recently resigned as Group Vice President of Caesars World,
Inc., continues to serve as a consultant to Caesars World, Inc.

19. CARL A. PROPES, a resident of Beverly Hills, California,
is 52 years of age and is employed as Vice President of Administration
by both Caesars World, Inc., and Caesars New Jersey, Inc.

20. BERNARD W. RESNICK, a resident of New Jersey, is 55
years of age and is employed by BRC as the Assistant Casino Man-
ager. It should be noted that the Commission previously licensed Mr.
Resnick as a casino key employee.

21. DONALD D. ROBERTSON, a resident of Burbank, Cali-
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fornia, is 43 years of age and is employed as Treasurer of both Caesars
World, Inc. and Caesars New Jersey, Inc., in addition to being em-
ployed as Assistant Treasurer of BRC.

22. MEYER P, SCHWEITZER, a resident of New York, New
York, is 69 years of age and serves as an outside director of both
Caesars World, Inc., and Caesars New Jersey, Inc.

23. RICHARD H. SHEEHAN, JR., a resident of Encino, Cali-
fornia, is 35 years of age and is employed by both Caesars World,
Inc. and Caesars New Jersey, Inc., as Secretary and Vice President
of Law, in addition to being employed by BRC as Corporate Sec-
retary.

24. WILLIAM P. WEIDNER, a resident of Atlantic City, New
Jersey, is 35 years of age and is employed by BRC as Vice President
of Marketing.

25. LARRY J. WOOLF, a resident of Brigantine, New Jersey,
is 35 years of age and is employed by BRC as Assistant Vice President
of Casino Operations. [t should be noted that the Commission
previously licensed Mr. Woolf as a casino key employee.

26. MANUEL YELLEN, a resident of Pacific Palisades, Cali-
fornia, serves as an outside director of both Caesars World, Inc., and
Caesars New Jersey, Inc., in addition to being employed as a consult-
ant to Caesars World, Inc.

In addition to considering the qualifiers for the Boardwalk Re-
gency Corporation application for a casino license, the Commission
has also considered the qualifiers for the Jemm Company based upon
its application for a casino license to be the owner and lessor of the
casino hotel facility, See N.J.S5.A4. 5:12-82(b). The Jemm Company is
a New Jersey general partnership consisting of five partners all of
whom are the legal owners of a partnership interest and thereby
required to be considered as qualifiers pursuant to N.J.5.4. 5:12-85(e).
Additionally, three of the five partners hold their respective partner-
ship interest in trust for their wives. Accordingly, the wives of these
three partners hold a beneficial interest in the Jemm Company and
thereby are also required to be considered as qualifiers pursuant to
N.J.S.A. 5:12-85(e).

It should be noted that the Division did not interpose an objec-
tion to the suitability of any of the eight gualifiers of the Jemm
Company. Those eight qualifiers are the following:

I. ALBERT A. TOLL, a resident of Pennsylvania and Florida,
holds as trustee for his wife, Sylvia S. Toll, a 29.16 percent partnership
interest in the Jemm Company.
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2. SYLVIA S. TOLL, the wife of Albert A. Toll, is the
beneficiary of the 29.16 percent partnership interest indicated immedi-
ately above.

3. JOSEPH TOLL, a resident of Margate, New Jersey, holds,
as trustee for his wife, Evelyn Toll, an 18.75 percent partnership
interest in the Jemm Company.

4. EVELYN TOLL, the wife of Joseph Toll, is the beneficiary
of the 18.75 percent partnership interest indicated immediately above.

5. EDWARD BERON, a resident of Margate, New Jersey,
holds, as trustee for his wife, Edna Beron, an 18.75 percent partnership
interest in the Jemm Company.

6. EDNA BERON, the wife of Edward Beron, is the beneficiary
of the 18.75 percent partnership interest indicated immediately above.

7. MILTON NEUSTATDER, a resident of Margate, New Jer-
sey. holds a 16.67 percent partnership interest in the Jemm Company.
As previously indicated, Mr. Neustatder is also a qualifier of
Boardwalk Regency Corporation in that he is employed by that appli-
cant in the Office of the President in addition to serving as a director
of that corporation.

8. MAXWELL GOLDBERG, a resident of Margate, New Jer-
sey, holds a 16.67 percent partnership interest in the Jemm Company.
As previously indicated, Mr. Goldberg is also a qualifier of Boardwalk
Regency Corporation in that he is employed by that applicant in the
Office of the President in addition to serving as a director of that
corporation.

Having considered all of the information supplied by each of the
qualifiers and by the Division of Gaming Enforcement, the Com-
mission is satisfied that each of the named individuals meets the
statutory standards required of a person who must qualify as part
of a casino license application.

Iil. FINDINGS AS TO COMPLIANCE WITH OTHER
LICENSING REQUIREMENTS

In addition to those areas discussed above, the Commission was
required to make other findings in order to issue a casino license, even
though these areas were not the subject of a dispute between the
parties. The Commission accordingly made the following findings
with reference to these remaining areas:

I. That the applicants have established to the satisfaction of the
Commission that the facility and its location are suitable and that
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neither the Atlantic City patron market nor the overall environment
nor its economic, social, demographic, competitive or natural resource
conditions will be adversely affected by the facility, as required by
N.J.S.4. 5:12-84(e); provided, however, that the conditions attached
to the temporary casino permit relating to the facilities (nos. 2 throogh
13) remain in effect until further order of the Commission.

2. That Boardwalk Regency Corporation and the Jemm Com-
pany together own in fee all the land on which the approved hotel
is situated; that the Jemm Company as landlord leases the entire
approved hotel facility and land thereunder directly to Boardwalk
Regency Corporation as tenant; that both Boardwalk Regency Cor-
poration and the Jemm Company are eligible and required to hold
separate casino licenses in accordance with N.J.5.4. 5:12-82(a), (b)
and (c).

3. That the lease agreement entered into by Boardwalk Regency
- Corporation and the Jemm Company is in writing and has been filed
with the Commission; that the term thereof exceeds 30 years; that it
concerns the entire approved hotel building and the land thereunder;
that it contains a fixed-sum buy-out provision conferring upon
Boardwalk Regency Corporation as lessee the right to acquire the
entire interest of the fessor in the event said lessor is found to be
unsuitable; that it contains a provision for the payment to the Jemm
Company of a percentage of casino revenues; and that said lease is
approved as conforming to the requirements of N.J.S.4. 5:12-82(c)(5)
and (6).

4. That Boardwalk Regency Corporation and the Jemm Com-
pany shall be jointly and severally liable for all acts, omissions or
violations of the Casino Control Act by either Boardwaik Regency
Corporation or the Jemm Company as required by N.J.S.4.
5:12-82(c)(9).

5. That the approved hotel contains a total of 130,714 square
feet of qualifying public space including 77,781 square feet of dining,
entertainment and sports space and 27,052 square feet of kitchen
support facilities and thereby exceeds the minimum qualified public
space requirements set forth in N.J.S.4. 5:12-83.

6. That the approved hotel contains 503 qualifying sleeping units
of an average size of 400 square feet and thereby exceeds the minimum
qualifying sleeping units requirements set forth in N.J.S.4, 5:12-27
and 83(a).

7. That the approved hotel contains a single casino room of
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48,630 square feet which conforms to the limiation set forth in
N.J.S A4, 5:12-6 and 83(d).

8. That Boardwalk Regency Corporation has agreed to afford
an equal employment opportunity to all prospective employees in
accordance with an affirmative action program approved by the Com-
mission and consonant with the provisions of the *‘Law Against
Discrimination™ as required by N.J.S5.4. 5:12-134(b); it is to be noted,
however, that the applicant did not in a timely and diligent fashion
insure that its construction contractors would offer equal employment
opportunity to all persons employed in the construction of the
Boardwalk Regency Hotel and Casino.

9. That the applicants, except as otherwise previously found here-
in with regard to Stuart Perlman and Clifford Perlman, have estab-
lished by clear and convincing evidence the integrity and reputation
of, as well as the adequacy of, all financial sources which bear any
relation to the casino proposal, as required by N.J.5.4. 5:12-84(b).

~10. That both applicants have established by clear and convinc-
ing evidence their financial stability, integrity and responsibility as
required by the provisions of N.J.S.4. 5:12-84(a).

11. That the applicants, except as otherwise previously found
with regard to Stuart Perlman and Clifford Perlman, have established
by clear and convincing evidence their good reputation for honesty
and integrity as required by the provisions of N.J.5.4. 5:12-84(c).

12. That Boardwalk Regency Corporation has established by
clear and convincing evidence that it has sufficient business ability
and casino experience as to establish the likelihood of creation and
maintenance of a successful, efficient casino operation as required by
the provisions of N.J.S.4. 5:12-84(d).

13. That Boardwalk Regency Corporation is a wholly-owned
subsidiary both of the intermediary publicly-traded holding company,
Caesars New Jersey, Inc., which is, in turn, approximately 86 percent
owned by the parent publicly-traded holding company, Caesars
World, Inc., and that both said companies have registered with the
Commission as required by N.J.5.4. 5:12-85(b)(2).

14. That Boardwalk Regency Corporation has complied with the
corporate filing and securities ownership transfer requirements set
forth in N.J.S.A. 5:12-82 and 85.
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IV. CONCLUSION

The Commission has reviewed the entire record in light of the
policies, standards and requirements of the Casino Control Act. As
to the Jemm Company, the Commission is satisfied that the entity
and the eight individual qualifiers have met the statutory criteria for
Jemm 1o receive a casino license as the owner-lessor of the Boardwalk
Regency Hotel and Casino. Accordingly, an appropriately limited
casino license will issue to the Jemm Company.

As to the Boardwalk Regency Corporation, the Commission
finds that, subject to any conditions expressed herein, the entity itself
meets the applicable statutory requirements. With regard to the per-
sons who must each qualify as part of the BRC application, all but
two of the 30 named individuals have demonstrated their suitability
and are qualified. For the reasons stated above, however, Stuart
Perlman and Clifford Perlman have failed to establish by clear and
convincing evidence that they each possess the good character, hones-
ty and integrity demanded by the Act. See N.J.S.4. 5:12-85(d) and
-89(b)(2).

Section 85(d) of the Act clearly states that *‘no corporation which
is a subsidiary shall be eligible to receive or hold a casino license unless
each holding or intermediary company” separately would meet certain
requirements applicable to the applicant corporation. (N.J.S.4.
5:12-85(d) (emphasis added). Under the referenced requirements, each
officer, each director, each holder of beneficial interest in corporate
securities, each person able to control the corporation or elect a
majority of the board of directors, and every “‘other person whom
the commission may consider appropriate for approval or qualifi-
cation” must meet the standards, except residency, for a casino key
employee license. N.J.S.A. 5:12-85(c). Since Stuart Periman and Clif-
ford Perlman do not meet those standards, the Act mandates denial
of the license if the Perlmans continue to be persons required to
qualify. Moreover, since BRC has been operating a casino under a
temporary casino permit, the Act unequivocally directs that upon
denial of the license “and notwithstanding the pendency of any appeal
therefrom, the commission shall appoint and constitute a conservator
to, among other things, take over and into his possession and control
all the property and business of the temporary casino permittee relat-
ing to the casino and the approved hotel”. N.J.8.4. 5:12-130.1(b).

While the Commission recognizes its obligation to fulfill these
statutory dictates, the question arises whether any alternative to denial
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of the license and imposition of the conservatorship would be lawful
and appropriate. Quite obviously, no alternative is viable if either of
the Perlmans continues to be a person required to qualify, Thus, the
question becomes whether the Commission can fashion conditions
precedent and subsequent to remove the licensing impediment.

Anticipating this question, the Commission requested both the
applicant and the Division to address the legal issues involved. This
request was made following summations on Qctober 15, 1980. Subse-
quently, both parties submitted legal memoranda. Although their
positions differ as to the type and extent of the conditions which the
Commission could impose, both sides agree that the Commission
possesses the authority to issue a casino license appropriately con-
ditioned so as to eliminate the obstacle otherwise created by the
existence of unacceptable qualifiers. This Commission concludes that
such authority does exist, See N.J.S.4. 5:12-75 and -105.

Use of this authority to condition casino licenses with respect to
unsuitable persons must be sparing and exceedingly cautious. It must
be certain that such conditions will truly avoid the evils perceived by
the Legislature and will provide a fully adequate substitute for the
statutorily preferred procedure of denying the license and, in cases
such as the present one, appointing a conservator. Of course, the
conditions must remove the unacceptable individual from any of the
categories of persons required 10 be qualified. N.J.5.4, 5:12-85{c). In
particular, the conditions must warrant the conclusion that the indi-
vidual is no longer a person “whom the commission may consider
appropriate for approval or qualification”. /d. Even then, there should
appear good reasons why the public interest would be better served
through conditional licensure than through license denial and appoint-
ment of a conservator.

In the instant matter, acceptable conditions have been formulated
which both satisfy the policies of the Act and advance the public
interest. By its choice of the conditional licensure alternative, the
applicant agrees to the Commission’s findings and further agrees
either: (1) to irrevocably and completely separate the Perlmans from
the corporate family or (2) to withdraw from casino operations in New
Jersey. However, this Commission realizes that these results could not
have been achieved between October 23, 1980, when the Commission
announced its findings and offered the conditional licensure alterna-
tive, and midnight October 26, 1980, when the BRC temporary casino
permit was to expire. This realization prompts us to consider a short,
definite interim period during which the applicant and the Perlmans
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may decide which of the two alternatives will be chosen and how the
chosen alternative will be implemented. Of course, the Perlmans’
control over CWI, CNJ and BRC must be minimized during the
interim. Thus, as a component of the conditional license, the applicant
must agree that the Perlmans take an unpaid leave of absence from
any positions with the three,companies, refrain from exerting any
influence over the corporations’ activities and neither vote their stock
nor receive any dividends therefrom. These preliminary requirements
were also announced to the applicant on October 23, 1980.

Since we now find these preliminary measures have been timely
taken and since the applicant has now committed itself to choose one
of the two permanent alternatives during the 30 day interim period,
the Perlmans will not be deemed qualifiers during such period.

It is on the commitment of the applicant to comply with the stated

conditions that our extraordinary decision is founded. Through this
pledge, the State of New Jersey and its casino industry are spared
the uncertainty of protracted challenges to the Commission’s decision.
Of course, the applicant gains the advantage of retaining control of
the casino and of making the determination as to what course of
action it will pursue in response to the Commission’s findings. Deriva-
tively, the State is spared the trouble and expense of directing a
conservatorship. Moreover, by virtue of the applicant’s decision to
“accept the Commission’s findings and to elect between two clearly
defined options, the applicant is far less likely to be influenced by
the interests of its unqualified founders. Once the decision is made,
the Perlmans will either be segregated from the corporate group in
a permanent fashion or the corporate group will begin to disengage
from New Jersey. If necessary, the Commission will then demand
further safeguards as part of the implementation plan. Thus, the
proposal is an acceptable aiternative to the denial of the license with
the attendant conservatorship and an order granting to Boardwalk
Regency Corporation an appropriately conditioned license will be
entered.

Chairman Lordi, concurring:

1 join in all aspects of the Commission’s decision in this matter.
I take this opportunity only to discuss certain facts bearing upon the
qualification of William H. McElnea, Jr. (See Part II D of the Com-
mission’s opinion). Rather than repeat the biographical and back-
ground information contained in the Commission’s opinion, I will
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focus on those areas which I believe are important to a consideration
of Mr. McElnea’s suitability.

In order to understand the role played by William McElnea in
the development of Caesars World, [nc. over the years, it is important
to emphasize the fact that, from late 1968 to 1972, Melvin Chasen
served as a principal corporate executive. In 1967, in addition to
adding Mr. McElnea to its Board of Directors, Lum’s, Inc., also added
Melvin Chasen as an outside director. In October 1968, Mr. Chasen
became its executive vice president and, on April 23, 1970, its presi-
dent. On August 31, 1972, Mr. Chasen resigned as president and left
Caesars World, Inc.

After eight years in the cigarette vending business in New York,
Mr. Chasen in 1963 relocated to Miami and began operating a similar
business there. At about that time he came to know Alvin Malnik.
In late 1970, Mr. Malnik asked Mr, Chasen if he was interested in
the Sky Lake North property, which was owned by Comal Corpor-
ation whose principals were Mr. Malnik and Samuel E. Cohen. After
discussing the matter with Clifford Perlman, they both decided that
Lum’s, Inc., was not interested. Seven or eight months later, however,
when Mr. Malnik renewed Comal’s offer, Mr. Chasen and Clifford
Perlman had changed their minds. It was during this period that, after
golfing with Teamsters Pension Fund officials, Frank Fitzsimmons,
Allen Dorfman and Alvin Baron at Sky Lake, Mr. Chasen learned
that the Fund which held a $10 million mortgage on the property
would not object to Lum’s, Inc., as *“tenants™ of Comal Corporation.

On October 14, 1971, Lum’s, Inc., “closed” on the property.
Following the closing, Mr. Chasen requested that Lum’s, Inc.,
financial officer Bertin Perez review its group health insurance plan
and give Mr. Dorfman’s Chicago based insurance brokerage firm an
opportunity 1o make a proposal for the insurance business. Seven
months later, on June 1, 1972, Caesars World, Inc.’s group insurance
was placed through Mr. Dorfman’s Amalgamated Insurance Agency
Services with the United Founders Insurance Company, replacing
Massachusetts General as its carrier. Almost six years later, February
1, 1978, United Founders was replaced as CWI’s carrier by the
Equitable Life Insurance Company.

On December 10, 1971, also shortly after the Sky Lake closing,
Mr. Dorfman wrote to Mr. Chasen requesting that Fund officials be
given honorary memberships by Caesars World, Inc. at the Sky Lake
Country Club, This request also was accommodated by Mr. Chasen.

Several months later an application dated June |, 1972, was
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prepared on behalf of Caesars World, Inc., for an $18.7 million loan
from the Teamsters Pension Fund. The application recited the purpose
of the loan as development of the Sky Lake property and the construc-
tion of a “‘fantasy tower” at Caesars Palace. The loan application,
however, apparently was never actually submitted to the Fund.

During the first six years (1966 to 1972) of his 14 year association
with the company, while Mr. Chasen was in charge of administration,
Mr. McElnea was its investment banker and an outside director.
During Mr. Chasen’s tenure, Caesars World, Inc. underwent a dra-
matic change in its corporate “personality”. Prior to 1969, it was a
publicly traded over-the-counter Florida based fast-food restaurant
and franchising company with a meat packing subsidiary and a dis-
count chain store subsidiary. Between 1969 and 1972, however, it
completely divested itself of these Florida holdings and acquired two
Nevada casino hotels, two Pennsylvania honeymoon resorts and a
large Florida condominium development property. It also, in 1969,
shortly after the acquisition of Caesars Palace, became listed on the
New York Stock Exchange.

The role of William McElnea also significantly changed from this
initial 1966-1972 period as its investment banker and “outside™ direc-
tor to the more recent 1972-1980 period of his presidency. Judgments
as to his suitability as a qualifier must give consideration to this fact.
As the Commission's opinion observes, Mr. McElnea was not the
source of the conmipany’s associations with either the Teamsters Pen-
sion Fund (which Clifford Perlman initiated through the 1969 acquisi-
tion of Caesars Palace) or with Messrs. Malnik and Cohen (which
Melvin Chasen originated through the 1971 acquisition of Sky Lake).
It is also important to recognize that as its investment banker, he was
subject to the policy and business decisions made by his corporate
client and its chief executive Clifford Perlman. In sum, at the time
that the associations between the corporation and Mr. Malnik, Mr.
Cohen and the Fund were made firm, Mr. McElnea was not an
executive of the company.

It is noteworthy that the transactions with Messrs. Malnik,
Cohen and the Fund between 1969 and the present, do not, when
separately examined, appear to have been illegal in either a civil or
criminal sense. Nor, standing alone, do they seem to have been un-
ethical. Neither the associations nor the transactions seem to have
technically or expressly viclated any Nevada Gaming Commission or
Gaming Control Board regulation or directive, although express sug-
gestions of concern by Nevada regulators did appear as early as
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October 1972. Similarly, neither the associations nor the transactions
appear to have been disapproved by the Securities and Exchange
Commission prior to its private order of investigation into the associa-
tion with Mr. Malnik filed in September 1975. Consequently, it must
be concluded that prior to his assuming its presidency, the associations
previously commenced by CWI cannot be fairly said to suggest in
William McElInea a lack of ““good character, honesty and integrity”
or his unfitness to participate in the New Jersey gaming industry.

Eight years ago, in November 1972, Mr. McElnea became presi-
dent of Caesars World, Inc., and assumed major executive authority
and responsibility. During his first three years as president, Mr.
McElnea and CWI engaged in three transactions which demand our
attention. The nature and degree of Mr. McElnea's participation in
these events must be examined to determine whether they indicate any
lack of character or integrity. Then, Mr. McEinea's entire tenure as
CWI president should be reviewed to ascertain whether we can say
with confidence that he is fit to participate in New Jersey’s casino
industry.

|. Sky Lake Transaction Restructuring

Twenty-eight months after CWI entered into its initial long-term
lease of Sky Lake from Comal Corporation and following an almost
18 month negotiation pericd, CWI on February 11, 1974, purchased
the Sky Lake property from Comal Corporation outright in a financial
restructuring of the transaction, As part of the agreement, CWI, as
owner, assumed the then $10.7 million mortgage obligation to the
Teamsters Pension Fund. Comal Corporation continued to be owned
equally by Mr. Malnik and Mr. Cohen; and, only one year before
the transaction, Mr. Cohen had pled guilty to charges related to the
Flamingo *‘skim™ prosecution. Nevertheless, in light of the lease be-
tween the parties which had existed since 1971, this 1974 purchase
cannot be fairly said to represent a new association or transaction
with Mr. Malinik, Mr. Cohen or the Fund and thus cannot be said
to adversely reflect upon the suitability of Mr. McElnea.

2. Corporate Debt Refinancing

Documents in evidence produced from the files of CWI's in-
surance consultant and corporate attorney suggest that, at least as of
January 1975, and prior to the Cove Associates transaction with Mr.
Malnik, Mr. McEinea was considering the development of a com-
prehensive program to refinance CWI's overall corporate debt. In

PA000673



State of New Jersey 337

In re Boardwalk Regency Casino Application
Cite as 10 N.JA.R. 295

February, the Cove Associates deal was closed. On July 16, 1975, in
its offices in Los Angeles and at Mr. McElnea’s request, CWI's
corporate security officer interrogated Mr. Malnik for a full day as
to his reputed association with Meyer Lansky. Mr. Malnik flatly
denied any such link.

On a date apparently following this session and also apparently
prior to the September 18, 1975 Securities and Exchange Commission
investigation of the Cove Associates transaction, Mr. Malnik ap-
proached Mr. McElnea and Clifford Perlman in Las Vegas and in-
quired whether CWI would consider a $75 million sale and leaseback
of its Caesars Palace property. Both executives rejected this proposal.
Whatever may have been in the mind of Mr. Malnik, the serious
question presented is whether Mr. McElnea’s thoughts on refinancing
the overall corporate debt in 1975 included or would have included
any consideration whatsoever of any participation therein by either
Mr. Malnik or the Teamsters Pension Fund. No evidence establishes
that he did consider Mr. Malnik or the Fund as a potential source
for any such financing. As a matter of fact, CWI obtained no further
financing from either.

3. Cove Associates Sale-Leaseback

On February 20, 1975, following initial discussions three months
earlier between Mr, Malnik and Clifford Perlman and following
Board approval on February 5, CWI sold the Cove Haven and Para-
dise Stream Pennsylvania honeymoon resort properties, which it had
owned for four or five years, to a Florida partnership named Cove
Associates. The partners in Cove Associates are Mr. Malnik (69
percent) and Samuel Cohen's two sons (31 percent). As part of the
transaction, Cove Associates leased the properties back to CWI under
terms requiring CWI, as tenant, to operate and improve the two resort
complexes. On the date of the transaction, the Teamsters Pension
Fund granted Comal Corporation a $15.0 million loan which was
secured by a mortgage from Cove Associates on the two Pennsylvania
properties and which was guaranteed by Comal Corporation. The
loan further required that CWI guarantee payment of the lease rental
obligations to Cove Associates.

By this sale and leaseback, the Teamsters Pension Fund, Mr.
Malnik and Samuel Cohen’s sons were for the first time able to
establish an association with CWI’s Pennsylvania honeymoon resort
properties and thus were able to increase and expand their financial
relationship with CWI and its assets. Samuel Cohen by this time had
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pled guilty to criminal charges related to the Flamingo *“‘skim™ two
years earlier. Thus, nearly six years after having entered the gaming
industry, CWI in early 1975 was still, in part, relying upon the Team-
sters Pension Fund for its financial needs.

It is this corporate transaction and Mr. McElnea’s relationship
to it which causes the greatest difficulty in determining his present
fitness to participate in the New Jersey gaming industry. Although
not the source of the proposal, Mr. McElnea did vote his approval
as a director and, as CWI’s president, assisted in structuring the
agreement. The transaction, by its terms, does not appear to have been
illegal. The arrangement expanded already along existing associations
with Mr. Malnik, Mr. Cohen (through his sons) and the Teamsters
Pension Fund. It did not create those associations. Nevada gaming
authorities had been aware of and did not disapprove similar associa-
tions originating in the 1971 Sky Lake acquisition. Obviously, no
personal association with Mr. McEinea was involved here. Most
significantly, Clifford Periman, the corporate chief executive officer
and chairman of the board, supported and voted for approval of the
Cove Associates agreements.

Mr. McElnea’s conduct on behalf of his employer with respect
to these agreements occurred almost six years ago. It would appear
that in failing to oppose the Cove Associates proposal, Mr. McElnea
made a significant misjudgment. Indeed, prior to the end of 1975 that
fact was made clear by the reactions of the Securities and Exchange
Commission and the Nevada gaming authorities. However, in judging
Mr. McElnea’s *“good character, honesty and integrity”, we must
consider the entire man and the circumstances in which he acted.

As noted, the Securities and Exchange Commission on September
18, 1975, ordered a private investigation into CWI’s corporate deal-
ings with Mr. Malnik in both the Comal Corporation and Cove
Associates transactions and into Clifford Perlman’s personal dealings
with him in the Cricket Club. Shortly thereafter, the Los Angeles
Times (on November 10, 1975) published a negative front page article
under the headline **Caesars Palace Firm Under Investigation™. Fi-
nally, the Nevada Gaming Commission and Gaming Control Board,
on December 10, 1975, and April 13, 1976, directed that Caesars
World, Inc. not expand its association with Mr. Malnik and not
associate with persons of unsavory or notorious repute.

No evidence suggests any expanded or new associations with Mr.,
Malnik, Mr. Cohen or the Teamsters Pension Fund since 1975, almost
six years ago. More specifically, no such associations seem to have

PA000675



State of New Jersey 339

In re Boardwalk Regency Casino Application
Cite as 10 NJ AR 295

attended the corporate acquisitions of the Ontel Corporation in New
York in January 1976; the Pocono Palace in Pennsylvania in Novem-
ber 1976; the Traymore site in Atlantic City in August 1977; the
Regency project in Atlantic City in June 1978; or, the Caesars Tahoe
complex in Nevada in November 1979. Notably, of the $138 million
so far committed by CWI to the Boardwalk Regency project, $47
million was derived from large institutional sources, $28 million from
obligations undertaken to former owners of the realty and $63 million
from internal corporate funds (bank lines, public offerings and operat-
ing revenues).

In February 1978, CWI freed itself of its association with Team-
sters Pension Fund official Allen Dorfman. CWI changed the broker
for its employee health insurance from Mr. Dorfman’s agency and
transferred the coverage from United Founders Insurance Company
to Equitable Life Insurance Company. The decision, admittedly, took
the corporation more than three years to reach. It must be recognized,
however, that it was Melvin Chasen who initiated the corporation’s
relationship with Mr. Dorfman and that it was Mr. McElnea who,
in June 1974, brought in John Ames Associates to reexamine the
company's insurance portfolio. It~was McElnea who finally caused
Dorfman’s agency and its carrier 10 be replaced.

Mr. McElnea’s contribution in obtaining conventional financing
for Caesars World, Inc. has been significant. In October 1978, princi-
pally through his efforts, CWI was able to obtain financing in an
amount of 360 million from the Aetna Life Insurance Company. Until
that point, the gaming industry company had been unable to obtain
significant funding from such a major national institutional lender.
[n addition, through Mr. McElnea, CWI has been able to repeatedly
obtain substantial lines of credit from major national banks such as
Chemical, Security Pacific, First Chicago and others. It has been
successful in its public offerings of both stocks and debentures. Its
annual financial conferences, which Mr. McElnea initiated, have
substantially enhanced its own as well as the industry’s credibility with
the financial community. Again, it was Mr. McElnea who was in-
strumental in 1969 in CWI’s being listed on the prestigious New York
Stock Exchange and who, during his presidency, did much to attract
such substantial outside directors as: James Needham, the former
chairman of the New York Stock Exchange (1972-1976); M. Peter
Schweitzer, who for 17 years had been vice-chairman of the board
of the Kimberly Clark Corporation; and, Manuel Yellen, who at the
time of his retirement from P. Lorillard and Company occupied the
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position of its chairman and chief executive officer.

Credit, it is true, must be given to Clifford Perlman as the chief
executive officer who set the corporate policy with such vision. It was
William McElnea, however, who so effectively implemented those
policies and made them live. He gradually over the years gained CWI
access to respected conventional institutional lenders. He has served
as a major catalyst in attracting its impressive and very professional
management group. He has, as chief operating officer, efficiently
managed its constantly expanding operations. Without William
McElnea, CWI would not have attained its present status as one of
the leading companies within the gaming industry.

It would appear that in 1969 obtaining conventional financing
from respected institutional sources for a gaming industry was a
tougher problem than CWI and Mr. McElnea originally anticipated.
In flact, it was not until more than three years after the Cove Associates
agreements that CWI, through the efforts of Mr. McElnea, obtained
the precedent setting toan from the Aetna [nsurance Company. The
danger in the Cove Associates transaction of six years ago was that,
even though Nevada authorities had not prohibited such corporate
dealings with Mr. Malnik, Mr. Cohen or the Teamsters Pension Fund,
the sale-leaseback agreement could have provided them with extensive
enough loan obligations from CW1 to potentially exercise some degree
of control over CWI or its casino operations. This is the danger
against which New Jersey, with its toughest possible regulatory
scheme, has committed strong and unyielding vigilance.

In the licensing process, there can never be a total absence of
doubt. Plainly, Mr. McElnea made a serious misjudgment in not
trying to prevent CWI from engaging in the Cove Associates trans-
action. But, in the entirety of the evidence before this Commission,
it cannot be said that the applicant has failed in its burden to produce
a firm belief and conviction as to William McElnea’s suitability and
fitness for New Jersey’s casino gaming industry and to demonstrate
clearly and convincingly his good character, honesty and integrity, He
accordingly ought to be found to qualify as an officer, director and
shareholder as to this casino license applicant.

Although I find Mr. McElnea qualified, I stress that my decision
has not been an easy one. If BRC chooses to remain in New Jersey
and to sever all relations to the Perlmans, Mr. McElnea’s stature and
importance will increase proportionately. He must understand that
his performance will be closely scrutinized in the hope that we have
decided correctly. I trust that he will be aware of this fact and will
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discharge his responsibilities in an exemplary manner.

Vice-Chairman Danziger, concurring and dissenting:

In reaching my decision in this serious and important matter, |
have carefully evaluated the testimony of the witnesses who appeared
before us and the reliability of the documentary materials which were
introduced into evidence. Moreover, 1 have conscientiously
endeavored to assess the suitability of the applicants and the persons
to be qualified in accordance with the pertinent licensing criteria. As
a result of this process, I find that Clifford S. Perlman, the Chairman
of the Board of Caesars World, Inc. (*CWI") and its largest stock-
holder with approximately 10 percent of the outstanding shares, has
failed to meet his heavy burden of establishing his good character,
honesty and integrity by clear and convincing evidence. I further find
that Stuart Z. Perlman, Vice-Chairman of the CWI board and second
largest stockholder with approximately 8 percent of its stock, has
likewise failed. In contrast, I find that Jay E. Leshaw, a CWI director
and officer in charge of the Florida properties, does qualify. My
reasons for these three determinations are essentially contained in the
Commission’s Decision and I will not lengthen this opinion by
elaborating upon them. However, I must address myself to the suit-
ability of William H. McElnea, JIr., the President and Chief Operating
Officer and a director of CWI.

Preliminarily, there is no question that Mr. McElnea is a person
required to qualify as a condition of Boardwalk Regency’s Corpor-
ation casino license application. In addition to his positions with the
parent company, CWI, Mr. McElnea serves as president and a direc-
tor of the intermediary company, Caesars New Jersey (“CNJ™).
Further, Mr. McElnea owns the third largest block of shares in both
CWI, approximately 1.6 percent, and CNJ, approximately 0.4%. Thus,
Section 85(d) of the Casino Control Act (N.J.S. 4. 5:12-85(d)) classifies
Mr. McEinea as a so-called “qualifier”,

Yet, Mr. McEinea’s importance to these companies runs deeper
even than his high posts and large holdings would indicate. He has
been associated with CWI or its predecessor, Lum’s Inc., since 1966.
In the ensuing years, it was Mr. McEinea who directed the Company’s
financing and who made it possible for the Company to move from
a closely held fast-food restaurant firm to a publicly owned gaming
giant. According to the applicant, it is Mr. McElnea who deserves
much of the credit for the success of CWI in leading the way for
publicly owned corporations into gaming and in breaking down the
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traditional resistance of respected institutional lenders against extend-
ing loans to casino operators. In fact, Mr. McElnea’s contribution
and value to the company are considered by CWI itself to be, in many
ways, on par with those of Clifford Perlman. If Mr. Perlman’s creative
insights set the goals for the company, Mr. McElnea's financial ar-
rangements powered the company toward those goals. Of course, with
the rejection of Clifford Perlman by this Commission, Mr. McElnea’s
importance to the company increases even more.

In assessing Mr. McElnea’s suitability under the licensing stan-
dards, his value, even indispensability, to CWI and CNJ must be
considered. However, it would be a grievous error to conclude that
such consideration warrants a lowering of the statutory criteria in
order to protect the economic well-being of the company. Quite the
contrary is mandated. The greater an individual qualifer’s authority
and responsibility, the greater the harm which that individual can
bring to both legalized gaming operations in this State and public
confidence in the regulatory process. Hence, this Commission is
bound to exercise an extra measure of care and scrutiny in such
instances. While financial stability and business competence are
criteria for casino licensure, those criteria must not be allowed to
subsume the separate requirement of good character. Economic
strength cannot substitute for integrity.

As to the licensing criteria themselves, the operative requirement
is that Mr. McElnea must demonstrate by clear and convincing
evidence his good character, honesty and integrity. This requirement
is purposely stringent. It is Mr. McElnea’s obligation to respond to
any questions raised by this record and to induce in the mind of this
Commission a firm belief that he indeed possesses the positive at-
tributes necessary for qualification. In deciding whether such a belief
is engendered, each Commissioner must consider all the relevant
events and Mr. McElnea’s conduct in each circumstance, Business and
professional associations must be examined to ascertain whether such
assaciations bear adversely on Mr, McElnea. Of cousre, [ am mindful
that such events, conduct and associations must be viewed in the
context of then existing circumstances. Subsequent revelations and
developments which were neither foreseen nor reasonably foreseeable
are of little value in this process. With these concepts, I now turn
to the record.

As noted, Mr. McElnea’s forte is his competence and expertise
in financial matters. Born in 1922, Mr. McElnea attended Dartmouth
College where he obtained both a bachelors degree and a masters
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degree in business administration. Following graduation, he spent
seven years working for New York City commercial banking houses
before joining the investment banking firm of Van Alstyne, Noel and
Co. in 1955. As a specialist in corporate financing, Mr. McEInea met
Clifford Perlman in 1966 when Lum’s, Inc., became a client of Van
Alstyne. The following year, Lum’s became an over-the-counter, pub-
licly traded company and Mr. McElnea accepted a position as an
“outside™ director for Lum’s. Naturally, Mr. McElnea continued to
serve as the financial adviser and architect for the company.

It is clear that, when Mr. McElnea first joined Lum’s, he was
a sophisticated, experienced and mature businessman and banker.
Although technically an “outside” director until November 1972, Mr.
McElnea’s deep involvement with the financial arrangements of the
company brought him into a much closer relationship with the com-
pany and its management. In fact, the post-hearing memorandum
submitted by the applicants states on page 99 that Mr. McElnea
enjoyed a “close, intimate, professional relationship with [Clifford]
Perlman® from the time he first became a Lum’s director. It is in this
framework, rather than the more typical outside director context, that
Mr. McElnea’s participation in the events before November 1972 must
be considered.

In the late 1960’s, Clifford Perlman sought to move the company
into new fields. In 1969, Mr. Perlman was introduced, through a
person acting as a broker, to the owners of Caesars Palace who were
then seeking a buyer for the casino hotel. Mr. Perlman contacted Mr.
McElnea and asked him to study the proposal for the purpose of
arranging the financing. Prior to the acquisition, Mr. McElnea was
well aware that gaming companies were generally thought to be con-
nected with underworld figures and that this tawdry image was a
primary reason for the unavailability of major institutional financing
to such companies. Mr. McElnea was also aware that, to obtain
Caesars Palace, Lum’s would have to assume a preexisting $18.1
million mortgage to the Teamsters Pension Fund.

On April 24, 1969, Lum’s entered into an agreement for the sale
of the Palace but the actual closing did not occur until September
30, 1969. In the interim period, the casino experienced a loss of
£932,266 before taxes while it was still being operated by the sellers.
In the comparable period for 1968, the casino had a pre-tax profit
of $2,230,014. Under the terms of the acquisition agreement, Lum’s
was entitled to any profits realized during the settlement pericd. Thus,
if this precipitous drop in profits was the result of embezzlement or
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skimming, Lum’s, Inc., was deprived of a substantial sum of money
at a time when the company was in a cash poor position. Although
Mr. McElnea may not have been knowledgeable about reasonable
fluctuations in gaming win, his failure to suggest even a consultation
with independent experts or auditors cannot be ignored. This failure
is underscored by the fact that Lum’s, Inc., was first listed on the
New York Stock Exchange on October 14, 1969, and that Mr.
McElnea was both the acknowledged financial expert and an outside
director. Failure to investigate such circumstances in this State under
our law, I submit, would cause this Commission serious concern.
However, there is much more,

The applicant and Mr. McElnea argue that, in the years following
acquisition of the Palace, they were in a new industry and they were
not far progressed on the so-called “learning curve”. This argument
cannot withstand scrutiny. Mr. McElnea's sophistication and ac-
complishment in business and finance has already been demonstrated.
Even assuming that he was relatively naive about the gaming industry,
the events which occurred in rapid fashion during and after the ac-
quisition of the Palace must have accelerated his education. Beyond
the casino’s loss during the settlement period, a search of the casino
by the Federal Bureau of Investigation in December 1970, must have
been a further awakening. The F.B.1.'s discovery of large sums of
money in certain lockboxes led to an investigation by the Securities
and Exchange Commission in early 1971. In the course of the in-
vestigation, many employees whom Lum’s had retained from the prior
owners invoked their Fifth Amendment right to avoid self-incrimina-
tion when questioned about the casino loss during the settlement
period. Such occurrences should have alarmed Mr. McElnea if he
truly hoped to upgrade the image of casino gaming and to attract
major lenders. New Jersey requires, at a minimum, more caution and
concern than exhibited by Mr. McElnea in this case.

It was against this background that the Sky Lake transactions
commenced. Mr. McElnea testified that the proposal was first brought
1o the attention of Clifford Perlman in 1970 by Mel Chasen, then
president of Lum’s, Inc. Mr. McElnea knew that the owner of the
property was the Comal Corporation which was owned by Alvin 1.
Malnik and Samuel Cohen. Although Mr. Perlman initially rejected
the proposal, Mr. Chasen again offered it on behalf of Comal in 1971.
This time Mr. Periman agreed to consider it. A meeting was held in
early July, 1971. According to Mr. McElnea, the meeting was attended
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by Mr. McElnea, other corporate officers and Messrs. Malnik and
Cohen.

A few weeks prior to the meeting, Mr. McElnea received a
telephone call from Mr. Chasen who advised that Messrs. Malnik and
Cohen had “controversial” reputations. At the meeting, Mr. Malnik
presented the Sky Lake proposal. However, Mr. McEinea has no
recollection of questioning Mr. Malnik or Mr. Cohen about their
reputations at that time. In any event, Mr. McElnea was told by Mr.
Chasen that Mr. Cohen had been convicted of a Commodity Ex-
change Act violation and that Mr. Malnik was the subject of disturb-
ing allegations in Hank Messick’s book, Lansky. Mr. McElnea denies
knowing or being told of Mr. Cohen’s pending indictment with Meyer
Lansky for skimming from the Flamingo hotel casino in Las Vegas.
That indictment was seturned in March 1971 by a Federa} grand jury
sitting in Florida.

The Comal proposal was presented to the Lum’s board of direc-
tors later in July 1971. By that time, the offer had been changed from
a simple sale of the Jand to a lease with an option to purchase the
stock of Comal after three years and an option to purchase portions
of the land for development. These modifications were the result of
Lum’s efforts to accommodate Comal's tax problems. The board
decided to proceed with the transaction subject to a feasibility study
and an appraisal.

Of more significance is the fact that the board was apprised of
Mr. Cohen’s commodity violation and Mr. Malnik’s notoriely.
Specifically, the book Lansky was discussed. In that book, Mr. Malnik
was accused of organized crime activities and association with Meyer
Lansky. Moreover, the book recited the fact that electronic
surveillance had been conducted on Mr. Malnik in 1963 and damaging
conversations were recorded. Further, the board knew that Mr.
Malnik was suspected by several government agencies of being in-
volved in criminal activities. Indeed, the corporation’s own counsel,
David Bernstein of Rogers and Wells, implored the board not to take
any action until the Malnik allegations were discussed with the Justice
Department. To be sure, the board was told by Mr. Chasen that Mr.
Mainik denied the allegations, that he was indicted but never con-
victed, and that he was 4 member of the Florida bar. ,

In the face of the serious questions raised regarding both Mr.
Malnik and Mr. Cohen, Mr. McElnea joined with other board mem-
bers in voting for the Sky Lake proposal and in ignoring the entreaties
of the company’s own counsel. Mr. McElnea argues that it would have
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been futile to ask a government agency for its opinion in this matter
and that such an inquiry would have set a bad precedent. These lame
excuses are not acceptable now and were not acceptable then. If Mr.
McElnea really intended to raise his company above the suspicions
surrounding the gaming industry, then he would not acquiesce in Sky
Lake without so much as an inquiry into the truth or falsity of the
allegations. If that inquiry brought no response, then nothing was lost.
As 10 setting a bad precedent, Mr. McElnea would have this Com-
mission believe that he then expected Lum’s, Inc., the parent corpor-
ation of a licensed Nevada gaming company, to routinely enter into
multimillion dollar rea! estate transactions with persons of Mr.
Malnik’s reputation. Unfortunately, subsequent events give reason to
believe that the company may have anticipated just such repeated
transactions. Mr, McElnea’s support for this transaction, considering
his importance to the corporation, his sophistication and expertise call
into issue his ability to adequately perform under the strict regulatory
controls of this State.

The nature of the Sky Lake transaction is of great importance.
Mr. McElnea would characterize it as hardly more than an ordinary,
arm’s-length real estate transfer. The record does not support that
characterization. As noted, the proposal had already undergone
substantial revisions belore it was presented to the board in July 1971.
These changes were readily accepted by Lum’s management in order
to protect Comal from adverse tax consequences. While some adjust-
ments to accommodate the other party in a transaction may not be
unusual, the drastic alterations involved here actually prevented
Lum’s from developing the property for a substantial period of time,
a period during which the Florida land market collapsed.

In October 1971, the Sky Lake agreement called for Lum’s to
include, as part of the sale price, warrants to purchase up to 600,000
shares of Lum’s stock at various prices. Upon hearing of this, Nevada
gaming authorities indicated that such stock warrants might require
approval of Messrs. Malnik and Cohen. Although the warrant
provision was deleted in 1972, Lum’s knew that Malnik and Cohen
might not be approved by the Nevada authorities. Nevertheless, the
interminable negoliations and revisions of the Sky Lake transaction
dragged on. In my view the warrants were ultimately not part of the
transaction because of regulatory agency pressure, not any reaction
by Mr. McElnea to the nature of his business associates. This lack
of concern in my view is unacceptable under the Casino Control Act
and the public policy of this State.
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At no point did Mr. McElnea voice any opposition. Even after
he assumed the presidency of the company in November, 1972, he
did not press to take advantage of opportunities to disengage from
Sky Lake. More disturbing still, he uttered no objection when he
finally learned of Samuel Cohen’s indictment with Meyer Lansky for
skimming from the Flamingo. His failure to recall when and how he
learned of this devastating information casts serious doubt about his
candor before this Commission. In fact, Mr. McElnea testified here
that he would have probably changed his opinion about entering the
transaction if he had known of Mr. Cohen’s indictment.

Upon discovery that not only Mr. Malnik but Mr. Cohen was
alleged to be associated illegally with the notorious Lansky, Mr.
McElnea should have taken immediate steps to reexamine the com-
pany's involvement with Comal. Moreover, Mr. McElnea could have
readily ascertained that the Cohen indictment pre-dated the initial Sky
Lake proposal by nearly three months. Given Mr. McElnea’s assertion
that the CWI board of directors were a closely knit group, he would
have had cause 10 wonder why he was not told of the indictment by
Clifford Perlman and the other directors who were aware of it prior
to Sky Lake. Furthermore, Mr. McElnea knew from the outset that
the Sky Lake proposal required the company to assume a $10 million
Teamsters Pension Fund mortgage. This too did not prompt a reac-
tion.

Two additional matters involving the Sky Lake transaction de-
serve mention. First, on the issue of the $164,000 sewer bond that
was prepaid by Comal, I find that Caesar’s World was not required
to make the repayment to Alvin Malnik. The reason they were not
required to repay these monies was that they purchased the assets of
Comal (a corporation) and since one of the assets was the prepaid
sewer bond, that asset should have been transferred for the benefit
of the stockholders of Caesars World, Inc. However, William
McElnea, the financial expert, disregarded the concerns and needs of
his own company and stockholders to benefit Alvin Malnik and
Comal. Secondly, the eagerness displayed by the corporate executives,
including Mr. McElnea, in permitting Alvin Malnik to secure a
$375,000 yacht to the detriment of the corporation and its stock-
holders and their willingness to maintain the pleasure vessel, on behalf
of Alvin Malnik, refute any assertion that Sky Lake was an arms-
length real estate transaction. These dealings are the type which can
be employed to skim money from the corporate till. Unfortunately,
Mr. McElnea, the person with the most sophisticated financial
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acumen of those who have appeared before this Commission, con-
sented to these transactions at substantial cost and detriment to the
stockholders he represented.

In short, the Sky Lake transaction belies Mr. McElnea’s conten-
tion that he was concerned about the reputation and business as-
sociates of CWI. The mere fact that the Nevada authorities did not
issue any instruction to terminate the Sky Lake transaction will not
absolve Mr. McElnea. An apparent eagerness to associate with dis-
reputable individuals and a reluctance to sever the relationship even
if one of the individuals is convicted of casino-related crimes argue
powerfully against his character and integrity. New Jersey need not
allow persons to hold positions of authority in casino companies
unless such persons can be trusted to act properly without being
constantly threatened or coerced by the regulatory authorities.

As previously mentioned, Mr. McElnea succeeded Mel Chasen
as president and chief operating officer of CWI in November 1972,
(Lum’s, Inc., changed its name to Caesars World, Inc., in December
1971). At about the same time, Mr. McElnea was informed by Clifford
Perlman that Philip Hannifin, the Chairman of the Nevada Gaming
Control Board, had expressed concern about Mr, Perlman’s involve-
ment in the Cricket Club, a condominium project in Florida. Mr.
Hannifin’s concern was caused by the fact that Mr. Perlman’s chief
partner in the Cricket Club was Alvin Malnik. Mr. McElnea assumed
that Mr. Hannifin was only distressed because Mr. Perlman’s interest
was a personal one and that Mr. Hannifin would not react similarly
to future dealings between CWI and Mr. Malnik. It does not appear
that Mr. McElnea made any effort to verify the accuracy of his
assumption prior to the Cove Haven sale and lease back with Mr.
Malnik in early 1975. The arrogance of Mr. McElnea in relying on
this faulty assumption evinces a callousness to the Nevada regulatory
system which, if it occurred in New Jersey, would be clearly unaccep-
table.

Before addressing the Cove Haven transaction, it is appropriate
to consider Mr. McElnea's conduct as CWI’s president in the two
intervening years. More particularly, his interactions with the Team-
sters Pension Fund, Allen M. Dorfman, the Amalgamated Insurance
Agency (“Amalgamated’) and United Founders Life Insurance Com-
pany (*United Founders’) must be examined.

In 1972, CWI had a number of financial relationships to the
Teamsters Pension Fund, principally the mortgages on Sky Lake and
Caesars Palace. At the direction of then President, Me! Chasen, CWI
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transferred its employee group health insurance from Massachusetts
General to United Founders on June [, 1972, At the same time, CWI
retained Amalgamated, Dorfman’s agency, as its broker for this cov-
erage. From the documents produced by John Ames and from the
transcript of Mel Chasen’s testimony before the Securities and Ex-
change Commission, it is quite evident: (1) that Allen Dorfman was
a principal in Amalgamated; (2) that Mr. Dorfman was apparently
able to manipulate Teamsters Pension Fund loans and mortgages; and
{3) that the CWI group insurance was placed with United Founders
through Mr. Dorfman’s agency for the purpose of obtaining favorable
treatment for CW1 by the fund.

The applicant responds to these facts by arguing that the costs
and benefits of the United Founders policy were fair and competitive
and that Amalgamated's fees were not unreasonable. Further, as to
Mr. McElnea, the applicant emphasizes that these arrangements were
made before he became president and chief operating officer, Even
if these contentions were accepted, later events place responsibility
squarely on Mr. McElnea. As early as 1974, CW] management was
advised by its independent consultants to replace United Founders
as underwriter and Amalgamated as broker for the group health plans.
These suggestions became more frequent and urgent until the in-
surance was finally transferred in February 1978,

Evidence is uncontroverted that United Founders Life Insurance
of Oklahoma and lllinois were unrated by Bests Insurance, the pres-
tigious rating service for the insurance industry. John Ames, CWI's
consultant, knew of this and testified that he would never place a
client’s insurance coverage with such companies because of their
financial instability.

According to a memorandum of John Ames, he talked with Mr.
McElnea as chief operating officer and Bertin Perez, the former
financial head and now a consultant of CWI, on January 23, 24 and
25, 1975. At that time, it was indicated that CWI could prepay a
Teamsters Pension Fund mortgage for $11 million and “until that is
done, the climate for moving the United Founders group case is still
not great”. The memorandum continues in the next and concluding
sentence: **On the other hand, Bill has done a lot of study on a possible
sale and lease back of the Palace and if it should take place, this would
change the whole picture”. The “Bill” is obviously Mr. McElnea.

Standing alone, the excerpts from this memorandum do not
indicate whether Mr. McElnea had any specific party in mind for a
sale and lease back of the Palace nor whether the changed picture
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would mean retention or quicker severance of Amalgamated and
United Founders. However, it is evident that Mr. McElnea was fully
cognizant of the connection between the insurance placement and any
negotiations with the Teamsters Pension Fund. Neither the applicant
nor Mr. McElnea have contested this relationship and their awareness
of it. Even more distressing is the fact that, during this period, Allen
Dorfman was convicted of a federal offense for taking kickbacks to
arrange loans from the pension fund. He served a prison sentence from
March to December 1973. This must be combined with Mr. McElnea
admission that he knew in 1975 of the Teamsters Pension Fund’s
widespread reputation for *“‘having done such things as paid illegal
finders fees and paid kickbacks and a lot of very nasty business
transactions™.

The applicant and Mr. McEinea contend that CWI could not
extricate itself from Amalgamated and United Founders any sooner
than they ultimately did. This was allegedly due to the problems
created by United Founders’ precarious financial status, so precari-
ous, in fact, that withdrawal of the CWI account would probably have
broken the carrier. Again, even if this contention were accepted, the
Ames consultants advised that CWI had sufficiently aided United
Founders’ recovery by the end of 1976 to allow the transfer. Despite
the fact that he agreed with the position of the Ames group, Mr.
McElnea told Bertin Perez on November 23, 1976, to do nothing for
one month.

Mr. Ames spoke to Mr. McElnea the same day. In his memoran-
dum of this conversation, Mr. Ames states Mr. McElnea’s reason for
the delay as being that “they are still finalizing negotiations with the
teamsters pension fund on extending maturities on some of those
Florida properties and Bill [McElnea] didn’t want to do anything
which would rock any boats or make any waves”. This statement
unequivocally refutes the applicant’s assertion that any delay was the
result of the carrier’s solvency problems and not an effort to appease
and accommodate Dorfman. Moreover, the argument that the delay
was inconsequential utterly misses the point. Mr. McElnea did not
want the transaction completed at that time. Obviously, he was not
willing to assume that it would be delayed in the ordinary course.

In any event, the delay was hardly one month. A June 15, 1977,
memorandum from V. Paul Ricken to John Ames reveals that seven
months later Ricken was still waiting for the *‘green light* from Mr.
McElnea. The only conclusion which can be drawn is that Mr.
McElnea was thoroughly versed in the rules of the Teamsters Pension
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Fund and that he was quite willing to follow those rules. It is not
important whether he did so purposely to aid the nefarious schemes
of others or whether he aided those schemes to achieve his and CWI's
own economic ends. The Casinc Control Act does not require or
permit this Commission to draw such distinctions. These practices
establish Mr. McElnea’s unsuitability to participate in New Jersey’s
gaming industry. Negative implications also must be drawn from the
applicant’s failure to produce Bertin Perez an obviously important
witness t0 the transaction with Alan Dorfman. This failure, [ infer,
was because his testimony would support the negative inferences
about Mr. McElnea drawn from the Ames’ record and testimony.

Added to all the foregoing, the Cove Haven transaction and its
aftermath demand that the Commission exclude Mr. McElnea. As
mentioned above, Mr. McElnea knew of the Hannifin conversation
with Clifford Perlman in November 1972. Of course, he knew of Mr.
Malnik's reputation and he also knew before the deal was closed on
February 20, 1975, that the $15 million was obtained by Mr. Malnik
from the Teamsters Pension Fund at 9 percent interest. The offer from
Mr. Malnik was to charge roughly 15 percent of the purchase price
to CWI as rent. It has already been demonstrated that Mr. McElnea
was then aware of the reputation of the fund and, from personal
experience, the manner in which it did business.

Despite all of these factors, Mr. McElnea tendered no objection
when the offer was presented to the board by Clifford Perlman. Nor
did Mr. McElnea share with his fellow board members the fact of
the Hannifin conversations with Mr. Perlman. Further, Mr, McElnea
chose not to call in the CWI Director of Security, former FBI agent
Harold Campbell, to determine prior to the transaction whether any
new information was available on Mr. Malnik. Instead, Mr. McElnea
requested Mr. Campbell to conduct such an investigation, including
an interview of Mr. Malnik, in July 1975 well after the transaction
waus completed. And even then, Mr. McElnea acted only upon learning
that the Nevada authorities were investigating Mr. Malnik and Cove
Haven. Although steadfastly maintaining that no hard evidence was
ever produced against Mr, Malnik, Mr. McElnea acknowledges that
Harold Campbell believed Mr. Malnik to be an organized crime
figure.

There are yet other serious questions regarding the Cove Haven
transaction, The sale and lease back was conducted between a CWI
subsidiary and a Florida partnership called Cove Associates. The
partners were Mr. Malnik and his wife, and the two sons of Samuel
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Cohen. Mr, McEinea concedes that no business should have been
conducted by CWI with the convicted Samuel Cohen. Yet, Mr.
McEinea becomes oddly myopic in this respect.

Before final approval of the transaction, Harold Berkowitz, one
of CWI's outside directors, suggested a condition be imposed to the
effect that CWI would be granted a deferment of payments on its Sky
Lake obligations. This condition was accepted and, in July 1975, a
substantial) deferment was obtained. Of course, as Mr. McElnea well
knew, the Sky Lake obligations ran to Comal Corporation not to
Cove Associates. Comal was Mr. Malnik and Samuel Cohen. Despite
his admission that Samuel Cohen was unacceptable as a business
associate and despite his admission that he then knew of Mr. Cohen’s
conviction for skimming from a Las Vegas casino, Mr. McElnea
agreed to do business with Mr. Cohen through Alvin Malnik. In
addition, the deferred Sky Lake payments were, in large part, a
Teamsters Pension Fund obligation. Mr. McElnea, with his redoub-
table business acumen, chose not to dwell on the obvious implication
that Samuel Cohen would receive a direct benefit from the Cove
Haven proceeds and that the disreputable Mr. Malnik would have
to intercede with the Teamsters Pension Fund on behalf of CWIL.
Naturally, too, any hope of separating CWI from the Teamsters
Pension Fund in the near future was snuffed by the Cove Haven
commitment. In this act, Mr. McElnea was no idle observer, He was
instrumental. Again, actions that would be more than enough to deny
qualifier status in this State.

The closing of the Cove Haven deal, in February 1975, and the
grant of a deferment from Comal in July 1975, did not mark the end
of Mr. McElnea’s association with Mr. Malnik. Although the exact
date is in dispute, in early 1975, Mr. Malnik approached Mr. Clifford
Perlman and Mr. McElnea with one more proposition. This time he
proposed no less than a $75 million sale and lease back of the Palace
itself. As usual, the source of Mr. Malnik’s funds was to be the
Teamsters Pension Fund. Notwithstanding all that had gone before,
Mr. McElnea admits that “‘we listened™.

As to the seriousness of Mr. Malnik’s last proposition, Mr.
Fritsch of Rogers and Wells observed in a January (7, 1975,
memorandum that the proposed Cove Haven transaction appeared
“atypical’ and **very costly™ but it should proceed because it was only
the “*first step™ in the refinancing of CWI's debt. The clear implication
is that the benefits accruing to the other party, Cove Associates, would
be inducement to further, perhaps more favorable financing. It should
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be recalled that Mr. Ames’ memorandum of January 1975 recites that
Mr. McElnea was then thinking seriously of a sale and lease back
of the Palace. Although this proposal never came to fruition, it is quite
clear that Mr. McElnea did not say: “No, we’ll not do business with
Mr. Malnik again’. To the contrary, only the publication of a damag-
ing article in the Los Angeles Times and subsequent inquiries by
regulatory authorities finally terminated consideration of Mr.
Malnik’s proposition. These events provide a chilling insight into the
financial activities being conducted by Mr. McElpea in 1975,
Although the applicant argues that this adverse inference should not
be drawn, it is appropriate to note that Mr. McElnea himself did not
resume the stand at this hearing to address these matters after Mr.
Ames’ lestimony.

CONCLUSION

The Casino Control Act intended, among other things, to insure
that organized crime does not infiltrate the resort casino industry in
Atlantic City or the service industries interacting with those resort
casinos. This Commission has an awesome responsibility in controll-
ing the infiltration of organized crime into legitimate business as well
as assisting in stopping the corrupting influence of criminal cartels
and their acquisition and expansion of political and social influence.

The potential of infiltration and domination of legitimate busi-
ness by organized crime has been incontrovertably revealed by a series
of investigations and congressional probes over the last 25 years. The
attempls to conceal criminal activities in a mantle of respectability
is dramatically presented by the evidence in this case. It appears Mr.
McElnea contributed to the efforts of persons with reputations as
high-ranking racketeers to invest large sums of money in legitimate
enterprises. Moreover, through these arrangements, Mr. McElnea
granted those persons the economic leverage to exercise very real
control over a licensed gaming company. We should not license such
an individual,

It is clear from the present record that William McElnea traveled
two different roads. Were he 10 have remained solely on the path
composed of Paul Bagley from E. F. Hutton and Robert VanBuren
and Robert R. Ferguson from the Midlantic Bank and the First
National State Bank Corporation respectively, the world of which he
was a part as an investment banker, I would probably have found
he had met the standards of honesty and integrity of the Casino
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Affidavit of David R. Arrajj In Support of 09/20/12 11 |PA000544-
Wynn Parties' Opposition to Motion for PA000692
Preliminarv Iniunction
Affidavit of Robert J. Miller In Support of 09/20/12 | llI-1VV |PA000693-
Wynn Parties' Opposition to Motion for PA000770
Preliminarv Iniunction
Affidavit of Stephen A. Wynn In Support of 09/20/12 IV |PA000771-
Onnposition to Motion for Preliminarv Iniunction PA000951
Aruze USA, Inc. and Universal Entertainment 09/27/12 IV |PA000952-
Corp.'s Reply in Further Support of its Motion PA000996
for Preliminarv Iniunction
Affidavit of Howard M. Privette In Support of | 09/27/12 | IV-V |PA000997-
Aruze USA, Inc. and Universal Entertainment PA001082
Corp.'s _Repiy in Further Support of its Motion
for Preliminarv Iniunction
Notice of Entry of Order Denying Defendants' | 10/15/12 V  |PA001083-
Motion for Preliminarv Iniunction PA001088
Defendants' First Request for Production of 01/02/13 V  |PA001089-
Documents to Wvnn Resorts. Limited PA001124
Wynn Parties' Opposition to Defendants' 03/06/13 | V-VI |PA001125-
Motion to Challenge [Certain] Confidentiality PA001276
Designations in the Wynn Parties' First
Sunplemental Disclosure and for Sanctions
Wynn Resorts, Limited's Responses and 03/19/13 VI |PA01277-
Objections to Defendants' First Request for PA001374
Production of Documents
Second Amended Complaint 04/22/13 VI |PA001375-
PA001400
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Notice of Entry of Order Granting United States| 07/11/13 VI |PA001401-
of America's Motion to Intervene and for PA001411
Temporarv and Partial Stav of Discoverv
Fourth Amended Counterclaim of Aruze USA, | 11/26/13 VI |PA001412-
Inc. and Universal Entertainment Corp. PA001495
Notice of Entry of Order Granting United States | 12/30/13 |VI-VII|PA001496-
of America's Motion for Extension of PA001504
Temporarv Stav of Discoverv
Notice of Entry of Order (1) Denying United 06/23/14 | VII |PA001505-
States of America's Motion for Second PA001513
Extension of Temporary Stay of Discovery and
f\%) Granting United States of American's =

otion to File under Seal Ex Parte Declaration
Defendant Kazuo Okada and Counterclaimants- | 08/08/14 | VII |PA001514-
Defendants Aruze USA, Inc. and Universal PA001559
Entertainment Corporation's Second Request for
Production of Documents to Wynn Resorts,
Limited
Defendant Kazuo Okada and Counterclaimants- | 09/19/14 | XVII |PA001560-
Defendants Aruze USA, Inc. and Universal PA001586
Entertainment Corporation's Third Request for
Production of Documents to Wynn Resorts,
Limited
UNDER SEAL
Wynn's Motion to Enter Its Version of the 10/15/14 | VIl |PA001587-
Proposed ESI Protocol and Application for PA001627
Order Shortening Time Transcript of
Proceedinas
Wynn Resorts, Limited's Responses and 12/08/14 | VII- |PA001628-
Objections to Defendants' Second Request for VIII | PA001796
Production of Documents
Wynn Resorts, Limited's Responses and 12/08/14 Xl |PA001797-
Objections to Defendants' Third Request for PA001872
Production of Documents
UNDER SEAL
Wynn Parties' Replg in Support of its Motion 01/09/15 | VIII |PA001873-
for Order Entering Predictive Coding; and PA001892
Aoplication for Order Shortenina Time
Counterclaimants-Defendants Aruze USA, Inc. | 04/24/15 | VIII |[PA001893-
and Universal Entertainment Corporation's PA001907
Fourth Request for Production of Documents to
Wvnn Resorts. Limited
The Aruze Parties' Motion to Compel 04/28/15 | Xl |PA001908-
Supplemental Responses to Their Second and 001934

Third Set of Requests for Production of
Documents to Wynn Resorts, Limited
UNDER SEAL
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Appendix of Exhibits Referenced in the Aruze | 04/28/15 |XI-XI11|PA001935-
Parties' Motion to Compel Supplemental PA002193
Responses to Their Second and Third Set of

Requests for Production of Documents to Wynn

Resorts, Limited Volume 1 of 2

UNDER SEAL

Appendix of Exhibits Referenced in the Aruze | 04/28/15 | XllI- |PA002194-
Parties' Motion to Compel Supplemental X1V | PA002697
Responses to Their Second and Third Set of

Requests for Production of Documents to Wynn

Resorts, Limited Volume 2 of 2

UNDER SEAL

Defendant Kazuo Okada and Counterclaimants- | 04/29/15 | VIII |PA002698-
Defendants Aruze USA, Inc. and Universal PA002731
Entertainment Corporation's First Request for

Production of Documents to Linda Chen

Defendant Kazuo Okada and Counterclaimants- | 04/29/15 | VIII |PA002732-
Defendants Aruze USA, Inc. and Universal PA002765
Entertainment Corporation's First Request for

Production of Documents to Russell Goldsmith

Defendant Kazuo Okada and Counterclaimants- | 04/29/15 | VIII |PA002766-
Defendants Aruze USA, Inc. and Universal PA002799
Entertainment Corporation's First Request for

Production of Documents to Rav R. Irani

Defendant Kazuo Okada and Counterclaimants- | 04/29/15 | VIII |PA002800-
Defendants Aruze USA, Inc. and Universal PA002833
Entertainment Corporation's First Request for

Production of Documents to Robert J. Miller

Defendant Kazuo Okada and Counterclaimants- | 04/29/15 | VIII- |PA002834-
Defendants Aruze USA, Inc. and Universal IX PA002867
Entertainment Corporation's First Rewest for

Production of Documents to John A. Moran

Defendant Kazuo Okada and Counterclaimants- | 04/29/15 IX |PA002868-
Defendants Aruze USA, Inc. and Universal 002901
Entertainment Corporation's First Request for

Production of Documents to Marc D. Schorr

Defendant Kazuo Okada and Counterclaimants- | 04/29/15 IX |PA002902-
Defendants Aruze USA, Inc. and Universal PA002935
Entertainment Corporation's First Request for

Production of Documents to Alvin V.

Shoemaker

Defendant Kazuo Okada and Counterclaimants- | 04/29/15 IX |PA002936-
Defendants Aruze USA, Inc. and Universal PA002970
Entertainment Corporation's First Request for

Production of Documents to Kimmarie Sinatra

Defendant Kazuo Okada and Counterclaimants- | 04/29/15 IX |PA002971-
Defendants Aruze USA, Inc. and Universal PA003004

Entertainment Corporation's First Request for
Production of Documents to Boone Wavson
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Defendant Kazuo Okada and Counterclaimants- | 04/29/15 IX |PA003005-

Defendants Aruze USA, Inc. and Universal PA003038

Entertainment Corporation's First Request for

Production of Documents to Allan Zeman

Defendant Kazuo Okada and Counterclaimants- | 04/29/15 IX |PA003039-

Defendants Aruze USA, Inc. and Universal PA003093

Entertainment Corporation's First Request for

Production of Documents to Stephen A. Wvnn

Wynn Resorts, Limited's Opposition to the 05/19/15 | XIV- |PA003094-

Okada Parties' Motion to Compel Supplemental XVII | PA003838

Responses to Their Second and Third Sets of

Requests for Production

UNDER SEAL

The Aruze Parties' Reply in Support of Their 05/28/15 | XVII |PA003839-

Motion to Compel PA003860

UNDER SEAL

Transcript of Hearing on Motions 06/04/15 | IX-X |PA003861-
PA003948

Notice of Entry of Order Granting the Aruze 06/24/15 X |PA003949-

Parties' Motion to Compel Supplemental PA003959

Responses to Their Second and Third Set of

Requests for Production of Documents to Wynn

Resorts. Limited

Wynn Resorts, Limited's Motion to Stay 07/01/15 X |PA003960-

Pending Petition for Writ of Prohibition on an PA003971

Order Shortenina Time

Aruze Parties' Opposition to Wynn Resorts 07/07/15 X |PA003972-

Limited's Mation to Stay Pending Petition for PA003983

\_I/_\_/I’It of Prohibition on an Order Shortening

ime

Transcript of Hearing on Motion to Stay 07/08/15 X |PA003984-

PA003995
ALPHABETICAL INDEX

DOCUMENT DATE | VOL. PAGE

Affidavit of David R. Arrajj In Support of 09/20/12 11 |PA000544-

Wynn Parties' Opposition to Motion for PA000692

Preliminarv Iniunction

Affidavit of Howard M. Privette In Support of | 09/27/12 | IV-V |PA000997-

Aruze USA, Inc. and Universal Entertainment PA001082

Corp.'s _Repiy in Further Support of its Motion

for Preliminarv Iniunction

Affidavit of Robert J. Miller In Support of 09/20/12 | 11I-1V |PA000693-

Wynn Parties' Opposition to Motion for PA0007/70

Preliminarv Iniunction
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Affidavit of Stephen A. Wynn In Support of 09/20/12 IV |PA000/71-

Onnosition to Motion for Preliminarv Iniunction PA000951

Appendix of Exhibits Referenced in the Aruze | 04/28/15 |XI-XI11|PA001935-

Parties' Motion to Compel Supplemental PA002193

Responses to Their Second and Third Set of

Requests for Production of Documents to Wynn

Resorts, Limited Volume 1 of 2

UNDER SEAL

Appendix of Exhibits Referenced in the Aruze | 04/28/15 | XII- |PA002194-

Parties' Motion to Compel Supplemental XIV | PA002697

Responses to Their Second and Third Set of

Requests for Production of Documents to Wynn

Resorts, Limited Volume 2 of 2

UNDER SEAL

Aruze Parties' Opposition to Wynn Resorts 07/07/15 X |PA003972-

Limited's Motion to Stay Pending Petition for PA003983

¥\_/I’It of Prohibition on an Order Shortening

ime

Aruze USA, Inc. and Universal Entertainment 08/31/12 | I-11I |PA000196-

Corp.'s Notice of Motion and Motion for PA000511

Preliminarv Iniunction

Aruze USA, Inc. and Universal Entertainment 09/27/12 IV |PA000952-

Corp.'s _Repiy in Further Support of its Motion PA000996

for Preliminarv Iniunction

Complaint 02/19/12 | |[PA000001 —
PA000069

Counterclaim and Answer of Aruze USA, Inc. 03/12/12 I |PA000077-

and Universal Entertainment Corporation PA000191

Counterclaimants-Defendants Aruze USA, Inc. | 04/24/15 | VIII |[PA001893-

and Universal Entertainment Corporation's PA001907

Fourth Request for Production of Documents to

Wvnn Resorts. Limited

Defendant Kazuo Okada and Counterclaimants- | 08/08/14 | VII |PA001514-

Defendants Aruze USA, Inc. and Universal PA001559

Entertainment Corporation's Second Request for

Production of Documents to Wynn Resorts,

Limited

Defendant Kazuo Okada and Counterclaimants- | 09/19/14 | XVII |PA001560-

Defendants Aruze USA, Inc. and Universal PA001586

Entertainment Corporation's Third Request for

Production of Documents to Wynn Resorts,

Limited

UNDER SEAL

Defendant Kazuo Okada and Counterclaimants- | 04/29/15 | VIII |PA002698-

Defendants Aruze USA, Inc. and Universal PA002731

Entertainment Corporation's First Request for

Production of Documents to Linda Chen

Defendant Kazuo Okada and Counterclaimants- | 04/29/15 | VIII |PA002732-

Defendants Aruze USA, Inc. and Universal PA002765

Entertainment Corporation's First Request for
Production of Documents to Russell Goldsmith
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Defendant Kazuo Okada and Counterclaimants- | 04/29/15 | VIII |PA002766-
Defendants Aruze USA, Inc. and Universal PA002799
Entertainment Corporation's First Request for
Production of Documents to Rav R. Irani
Defendant Kazuo Okada and Counterclaimants- | 04/29/15 | VIII |PA002800-
Defendants Aruze USA, Inc. and Universal PA002833
Entertainment Corporation's First Request for
Production of Documents to Robert J. Miller
Defendant Kazuo Okada and Counterclaimants- | 04/29/15 | VIII- |PA002834-
Defendants Aruze USA, Inc. and Universal IX PA002867
Entertainment Corporation's First Re(mest for
Production of Documents to John A. Moran
Defendant Kazuo Okada and Counterclaimants- | 04/29/15 IX |PA002868-
Defendants Aruze USA, Inc. and Universal 002901
Entertainment Corporation's First Request for
Production of Documents to Marc D. Schorr
Defendant Kazuo Okada and Counterclaimants- | 04/29/15 IX |PA002902-
Defendants Aruze USA, Inc. and Universal PA002935
Entertainment Corporation's First Request for
Production of Documents to Alvin V.
Shoemaker
Defendant Kazuo Okada and Counterclaimants- | 04/29/15 IX |PA002936-
Defendants Aruze USA, Inc. and Universal PA002970
Entertainment Corporation's First Request for
Production of Documents to Kimmarie Sinatra
Defendant Kazuo Okada and Counterclaimants- | 04/29/15 IX |PA002971-
Defendants Aruze USA, Inc. and Universal PA003004
Entertainment Corporation's First Request for
Production of Documents to Boone Wavson
Defendant Kazuo Okada and Counterclaimants- | 04/29/15 IX |PA003005-
Defendants Aruze USA, Inc. and Universal PA003038
Entertainment Corporation's First Request for
Production of Documents to Allan Zeman
Defendant Kazuo Okada and Counterclaimants- | 04/29/15 IX |PA003039-
Defendants Aruze USA, Inc. and Universal PA003093
Entertainment Corporation's First Request for
Production of Documents to Stenhen A. Wvnn
Defendants' First Request for Production of 01/02/13 V  |PA001089-
Documents to Wvnn Resorts. Limited PA001124
Fourth Amended Counterclaim of Aruze USA, | 11/26/13 VI |PA001412-
Inc. and Universal Entertainment Corp. PA001495
Notice of Entry of Order (1) Denying United 06/23/14 | VII |PA001505-
States of America's Motion for Second PA001513
Extension of Temporary Stay of Discovery and
f\%) Granting United States of American's =

otion to File under Seal Ex Parte Declaration
Notice of Entry of Order Denying Defendants' | 10/15/12 V  |PA001083-
Motion for Preliminarv Iniunction PA001088
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Notice of Entry of Order Granting the Aruze 06/24/15 X |PA003949-

Parties' Motion to Compel Supplemental PA003959

Responses to Their Second and Third Set of

Requests for Production of Documents to Wynn

Resorts. Limited

Notice of Entry of Order Granting United States| 07/11/13 VI |PA001401-

of America's Motion to Intervene and for PA001411

Temporarv and Partial Stav of Discoverv

Notice of Entry of Order Granting United States| 12/30/13 |VI-VII|PA001496-

of America's Motion for Extension of PA001504

Temporarv Stav of Discoverv

Notice of Removal 03/12/12 I |PA000070-
PA000076

Order 08/21/12 I |PA000192-
PA000195

Second Amended Complaint 04/22/13 | VI |PA001375-
PA001400

The Aruze Parties' Motion to Compel 04/28/15 | Xl |PA001908-

Supplemental Responses to Their Second and 001934

Third Set of Requests for Production of

Documents to Wynn Resorts, Limited

UNDER SEAL

The Aruze Parties' Reply in Support of Their 05/28/15 | XVII |PA003839-

Motion to Compel PA003860

UNDER SEAL

Transcript of Hearing on Motion to Stay 07/08/15 X |PA003984-
PA003995

Transcript of Hearing on Motions 06/04/15 | IX-X |PA003861-
PA003948

Wynn Parties' Opposition to Defendants' 03/06/13 | V-VI |PA001125-

Motion to Challenge [Certain] Confidentiality PA001276

Designations in the Wynn Parties' First

Supplemental Disclosure and for Sanctions

Wynn Parties' Opposition to Motion for 09/20/12 11 |PA000512-

Preliminarv Iniunction PA000543

Wynn Parties' R_eplg in Support of its Motion 01/09/15 | VIII |PA001873-

for Order Entering Predictive Coding; and PA001892

Aoplication for Order Shortenina Time

Wynn Resorts, Limited's Motion to Stay 07/01/15 X |PA003960-

Pending Petition for Writ of Prohibition on an PA003971

Order Shortenina Time

Wynn Resorts, Limited's Opposition to the 05/19/15 | XIV- |PA003094-

Okada Parties' Motion to Compel Supplemental XVII | PA003838

Responses to Their Second and Third Sets of

Requests for Production

UNDER SEAL

Wynn Resorts, Limited's Responses and 03/19/13 VI |PA01277-

Objections to Defendants' First Request for PA001374

Production of Documents
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Wynn Resorts, Limited's Responses and 12/08/14 | VII- |PA001628-
Objections to Defendants' Second Request for VIII | PA001796
Production of Documents

Wynn Resorts, Limited's Responses and 12/08/14 | Xl |PA001797-
Objections to Defendants' Third Request for PA001872
Production of Documents

UNDER SEAL

Wynn's Motion to Enter Its Version of the 10/15/14 | VIl |PA001587-
Proposed ESI Protocol and Application for PA001627

Order Shortening Time Transcript of
Proceedinas
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CERTIFICATE OF SERVICE
| HEREBY CERTIFY that I am an employee of PISANELLI BICE PLLC, and

that on this 17" day of July, 2015, | electronically filed and served by electronic
mail and United States Mail a true and correct copy of the above and foregoing
APPENDIX IN SUPPORT OF PETITIONER WYNN RESORTS LIMITED'S
PETITION FOR WRIT OF PROHIBITION OR ALTERNATIVELY,
MANDAMUS properly addressed to the following:

SERVED VIA U.S. MAIL
J. Stephen Peek, Esq. David S. Krakoff, Esq.

Br){)ce K. Kunimoto, Esq. Benjamin B. Klubes, Esq.

Robert J. Cassity, Esqg. Joseph J. Reilly, Esq.

Brian G. Anderson, Esq. BUCKLEY SANDLER LLP

HOLLAND & HART LLP 1250 — 24th Street NW, Suite 700

9555 Hillwood Drive, Second Floor Washington, DC 20037

Las Vegas, NV 89134

Donald J. Campbell, Esq. William R. Urga, Esq.

J. Colby Williams, Esq. Martin A. Little, Esq.

CAMPBELL & WILLIAMS JOLLEY URGA WOODBURY &

700 South 7th Street LITTLE

Las Vegas, NV 89101 E?OO Howard Hughes Parkway, 16th
oor

Las Vegas, NV 89169

Ronald L. Olson, Esq.

Mark B. Helm, Esq.

Jeffrey Y. Wu, Esq.

MUNGER TOLLES & OLSON LLP
355 South Grand Avenue, 35th Floor
Los Angeles, CA 90071-1560

SERVED VIA HAND-DELIERY
The Honorable Elizabeth Gonzalez
Eighth Judicial District court, Dept. XI
Regional Justice Center

200 Lewis Avenue

Las Vegas, Nevada 89155

/s/_Cinda Towne
An employee of PISANELLI BICE PLLC
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(¢) Liguidation Rights. Tn the event of liquidation, dissolution, or winding up of the affairs of the
Corporation, whether voluntary or involuntary, subject to the prior rights of holders of Prefe:red Stock to share
ratably in the Corporation's assets, the Common Stock and any shares of ‘.

Preferred Stock which are not entitled to any preference in liquidation shall share equally and ratably in the
Corporation's assets available for distribution after giving effect to any liquidation preference of any shares of
Preferred Stock. A merger, conversion, exchange or consolidation of the Corporation with or into any other person or
sale or transfer of all or any part of the assets of the Corporation (which shall not in fact result in the liquidation of the
Corporation and the distribution of assets to stockholders) shall not be deemed to be a voluntary or involuntary
liquidation, dissolution or winding up of the affairs of the Corporation.

{(d) No Conirersion, Redemption, or Preemptive Rights-'. The holders of Common Stock shall not have any
conversion, redemption, or preemptwe rights. ' ' .

(e} Consideration jor Shares. The Common Stock authorized by this Article shall be issued for such
consideration as shall be fixed, from time to time, by the board of directors,

" Seciion3. Preferred Stock.

.(8) Designation. The board of directors is hereby vested with the anthority from time to fime to provide by
resolution for the issuance of shares of Preferred Stock in one or move series not exceeding the aggregate number of
shares of Preferred Stock authorized by these Articles, and to prescribe with respect to each such series the voting
powers, if any, designations, preferences, and relative, participating, optional, or other special rights, and the
qualifications, limitations, or restrictions relating thereto mcludmg, without limiting the generality of the foregoing:
the voting rights relating to the shares of Preferred Stock of any series (which voting rights, if any, may be full or
limited, may vary over lime, and may be applicable generally or only upon any stated fact or event), the rate of
dividends (which may be cumulative or noncurmuiative), the condition or time for payment of dividends and the
preference or relation of such dividends to dividends payable on any other class or series of capital stock; the rights of
holders of Preferred Stock of any series in the event of liquidation, dissolution, or winding up of the affairs of the
Corporation; the rights, if any, of holders of Preferred Stock of any series to convert or exchange snch shares of
Preferred Stock of such series for shares of any other class or series of capital stock or for any other securities,
propetty, or assetls of the Corporation or any subsidiary (including the determination of the price or prices ot the rate
or rates applicable to such rights to convert or exchange and the adjustment thereof, the time or times during which
the right to convert or exchange shall be applicable, and the time or times during which a particular price or rate shall
be applicable); whether the shares of any series of Preferred Stock shall be subject to redemption by the Corporation
(in addition to any right of redemption pursuant to Article VII of these Articles) and if subject to redemption, the
times, prices, rales, adjustments and other terms and conditions of such redemption. The powers, desighations,

preferences, limitations, restrictions and relative rights may be made dependent upon any fact or event which may be

ascertained outside the Articles or the resolution if the manner in which the fact or event may operate on such series is
stated in the Articles or resolution. As used in this section "fact or event" includes, without limitation, the existence of
a fact or occurrence of an event, in¢luding, without limitation, a determination or acticn by a person, government,
governmental agency or political subdivision of a government. The board of directors is further authorized to increase
or decrease (but not below the number of such shares of such series then outstanding) the number of shares of any
series subsequent to the issuance of shares of that series. Unless the board of directors provides to the confrary in the

resohition which fixes the characteristics of a series of Preferred Stock, neither the consent by series, or otherwise, of

the holders of any outstanding Preferred Stock nor the consent of the holders of any outstanding Commeon Stock shall
be required for the issuance of any new series of Preferred Stock regardless of whether the rights and preferences of
the new series of Preferred Stock are senior or superior, in any way, to the outstanding series of Preferred Stock or the
Common Stock. '

i)

(b) Certificate. Before the Corporation shall issue any shares of Preferred Stock of any series, a certificate of
designation setting forth a copy of the resolution or resolutions of the board of directors, and establishing the voting

http://www.sec.gov/Archives/edgar/data/1174922/000091205702037826/a2089719zex-3 ... | 5/29/2012
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powers, designations, preferences, the relative, participating, optional, or other rights, if any, and the qualifications,
limitations, and restrictions, if any, relating to the shares of Prefetred Stock of such series, and the mumber of shares
of Preferred Stock of such series authorized by the board of directors to be issned shall be made and signed by an
officer of the corpm'atlon and filed in the manmer prescrlbed by the NRS.

Section 4. Non-Assessment af Sroc.fc The capital stock of the Corporation; after the amount of the subscription price

_has been fully paid, shall not be assessable for any purpose; and no stock issued as fully paid shall ever be assessable or

assessed, and the Articles shall not be amended in this particular, No stockholder of the Corporation is mdmdua]ly liable for
the debts or liabilities of the Corporation.

. ARTICLE I
ACTION OF STOCKHOLDERS

Prior to the completion of the initial public offering of the Corporation, the stockholders may take action by written
consent in lieu of a meeting. After the completion of the initial public offering of the Corporation, the stockholders may not

in any circumstance take action by written consent.

ARTICLE IV
DIRECTORS AND OFFICERS

Section 1. Number of Directors. The members of the governing board of the Corporation are styled as directors., The
board of directars of the Corporation shall be elected in snch manner as shall be provided in the bylaws of the Corporation.
The board of directors shall consist of at least one (1) individual and not more than thirteen (13) individuals, The number of
directors may be changed from time to time in such manner as shall be provided iu the bylaws of the Corperation,

Section 2. Classified Board. Upon the effectiveness of the Corporation's registration statement on Form S-1 with
respect to its initial public offering of common stock, the directors shall be classified, with respect to the time for which they
shall hold their respective offices, by dividing them into three classes, to be known as "Class 1,” "Class I1" and "Class II1."
Directors of Class 1 shall hold office until the next annual meeting of stockholders after such effectiveness and until their
successors are elected and qualified, directors of Class II shall hold office until the second annual meeting of stockholders
after such effectiveness and until their successors are elected and qualified and directors of Class III shall hold office until the
third annual meeting of stockholders after such effectiveness and until their successors are clected and qualified. At each
annual meeting of stockholders following such effectiveness, successors to the directors of the class whose term of office
expires at such annual meeting shall be elected to hold office until the third succeeding annmal meeting of stockholders, so
that the term of office of only one class of directors shall expire at each annval meeting. The number of directors in each
class, which shall be such that as near as possible to one-third and at least one-fourth (or such other fraction as required by
the NRS) in number are elected at each annual meeting, shall be established from time to time by resolution of the board of
directors and shall be increased or decreased by Tes olution of the board of direclors, as may be appropriate whenever the total
number of directors is increased or decreased

Section 3. Limitation of Liability. The liability of directors and officers of the Corporation shall be eliminated or
limited to the fullest extent permitted by the NRS, If the NRS is amended to further elimingte or limit or authorize corporate
action to further eliminate or limit the liability of directors or officers, the liability of directors and officers of the Cnrpﬁratlon
shall be eliminated or limited to the fuJlest extent pérmitted by the NRS, as so amended from time to time,
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Section4. Payment of Expenses. In addition to any other rights of indemnification permitted by the laws of the State
of Nevada or as may be provided for by the Corporation in its bylaws or by agreement, the expenses of officers and directors
incurred in defending any threatened, pending, or completed action, suit or proceeding (including without limitation, an
action, suit or proceeding by or in the right of the Corporation), whether civil, criminal, administrative or investigative,
involving alleged acts or omissions of such officer or director in his or her capacity as an officer or director of the
Corporation or member, manager, or managing member of a predecessor limiied liability company or affiliate of such limited
Lability company or while serving in any capacity at the request of the Corporation as a director, officer, employee, agent,
member, manager, managing member, partner, or fiduciary of, or in any other capacity for, another corporation or any
partnership, joint venture, trust, or other enterprise, shall be paid by the Corporation or through insurance purchased and
maintained by the Corporation or through other financial arrangements made by the Corporation, as they are incwired and in

hitp://www.sec.gov/Archives/cdgar/data/1174922/ 000091205702037826/ a2089719zex~3_... 5/29/2012
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advance of the final dispusition of the action, suit or proceeding, upon receipt of an undertaking by or on behalf of the officer
ot director to repay the amount if it is ultimately determined by a court of cmnpctent’jurisdiction that he or she is not entitled
to be indemnified by the Corporation. To the extent that an officer or director is successful, on the. merits in defense of any
such action, suit or proceeding, or in the defense of any claim, issue or matier therein, the Corporation shall indemnify him or
her against expenses, including attorngys' fees, actually and reasonably incurred by him or her in connection with the defense.
Notwithstanding anything to the contrary contamed herein or in the bylaws, no director or officer may be indemnified for
expenses incurred in defending any threatened, pending, or completed action, suit or proceeding (including without -
limitation, an action, suit or proceeding by or in the right of the Corporation), whether civil, criminal, administrative or
investigative, that such director or officer incurred in his or her capacity as a stockholder, including, but not limited to, in
connection with such person being deemed an Unsuitable Person (as defined in Article VII hereof).

Section 5, Repeal And Conflicis. | Any fepeal or modification of Sections 3 or 4 above approved by the stockholders
of the Corporaticn shall be prospective only, and shall not adversely affect any limitation on the liability of a director or

" officer of the Corporation existing as of the time of such repeal or modification. In the event of any conflict between Sections

3 or 4 above and any other Article of the Articles, the terms and provisions of Sections 3 or 4 above shall control.

- ARTICLE V |
VOTING ON CERTAIN TRANSACTIONS

Section |. Amendment of Articles. ‘The Corporation reserves the right to amend, alter, change or.repeal any provision
confzined in the Articles, in the manner now or hereafier prescribed by the NRS, and all rights conferted on stockhelders
herein are granted subject to this reservation; provided, however, that no amendment, alteration, change or repeal may be
made to: (a) Article IIE, (b) Sections.1, 2, 3 and 4 of Article 1V, or (c) this Article V without the affirmative vote of the
holders of at least sixty-six and two-thirds percent (66 %/3%) of the issued and outstanding shares of stock of the Corporation
entitled to vote in the election of directors excluding stock entitled to vote only upon the happening of a fact or event unless
such fact or event shall have cccurred, considered for the purposes of this sectmn as one class.

Section2. A4 ddmonal Vote Required. Any affirmative vote required by this Article V shall be in addition to the vole
of the holdérs of any class or serics of stock of the Corporation otherwise required by law, the Articles, the resolutions of the’
board of directors providing for the issuance of such class or series and any- agreement between the Corporation and any
securities exchange or over-the~counter market upon which the Corporation's shares are listed or designated for tradmg

4

ARTICLE VI
COMBINATIONS WITH INTERESTED STOCKHOLDERS

At such time, if any, as the Corporation becomes a "resident domestic corporaﬁon," as that term is defined in NRS
78.427, the Corporation shall not be subject to, or governed by, any of the provisions in NRS 78.411 to 78.444, mcluswe, as
may be amended from time fo time, or any successor statutes.

: ARTICLE VH )
COMPLIANCE WITH GAMING LAWS

Section 1. Definitions, For purposes of this Article VII, the following terms shall have the meanings specified below:

(a) "Affiliate" shall mean a Person who, directly or indirectly, through one or more intermediaries, controls, is
controlled by or is under common control with, a specified Person. For the purpose of this Section 1(a) of Article VII,
"controk," "controlled by" and "under common conirol with" means the possession, direct or indirect, of the power
to direct or cause the direction of the management and policies of a Person, whether through ownsrship of voiing
securilies, by coniract, or otherwise. "Affiliated Companties” shall mean those partnerships, corporations, limited
Tiability companies, trusts or other entities that are Affiliates of the Corporation, including, without limitation,
subsidiaries, holding companies and intermediary companies (as those and similar terms are defined in the Gaming
Laws of the applicable Gaming Jurisdictions) that are regisiered or licensed under applicable Gaming Laws.

(b} "Gaming" or "Gaming Activities" shall mean the conduct of gaming and gambling activities, or the use of

http:ffww.Sec.govarchivcs/edgaﬂdataf 1174922/000091205702037826/a2089719zex-3 ... 5/29/2012
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gaming devices, equipment and supplies in the operation of a casino or other enterprise, mcludmg, without limitation,
race books, sports pocls, slot machines, gaming devices, gaming tables, cards, dice, gaming clups playm tracking
systems, cashless wagering systems and associated eqmpment and supplies. >

{c) "Gaming Authorities" shall mean all international, foreign, federal, 'stéte, local and other regulatory and
licensing bodies and agencies with authority over Gaming within any Gaming Jurisdiction. "Gaming Jurisdiction"

shall mean all jurisdictions, domestic and foreign, and their political subdivisions, in which Gammg Activities are
Jawfully conducted. : .

(d) "Gaming Laws" shall mean all laws, statutes, ﬂrdmances and regulations pursuant to which any Gaming
Authority possesses regulatory and licensing authority over Gaming within any Gaming Jurisdiction, and all orders,
decrees, rules and regulations promulgated by such Gaming Authority thereunder.

{e) "Gaming Licenses" shall mean all licenses, permits, approvals, authorizations, registrations, ﬁndings of
suitability, franchises, concessions and entitlements issued by 8 Gammg Authority necessary for or relating to the
conduct of Gaming Activities.

(f) "Own," “Ownership," or "Confrol," (and derivatives thereof) shall mean (i) ownership of record,
(ii) "beneficial ownership"” as defined in Rule 13d-3 promu!gated by the United States Securities and Exchange
Commission (as now or hereafter amended), or (iii) the possession, direct or indirect, of the power to direct or cause
the direction of the management and policies of a Person or the disposition of Securities, by agreement, contract,
agency or other manner,

. {g) "Person" shall mean an jndividual, partnershlp, curporauon limited habﬂn}r company, trust or any other
entity.

(h) "Redemption Daie" shall mean the date specified in the Redemption Notice as the date on which the shares
of the Securities Owned or Controlled by an Unsuitable Person or an Affiliate of an Unsuitable Person are to be
redeemed by the Corporation. :

- (i) "Redemption Notice" shall mean that notice of redempiion given by the Corporation to an Unsuitable
Person or an Affiliate of an Unsuitable Person pursuant to this Article VIL Each Redemption Notice shall set forth
(i) the Redemption Date, (ii) the nmnber and type of shares of the Securities to be redeemed, (jii) the Redemption
Price and the manner of payment therefor, (iv) the place where any certificates for such shares shall be surrendered
for payment, and (v) any other requmements of Surrender of the certificates, inchiding how they are to be endorsed, if
at all.

() “Redemption Price" shall mean the price to be paid by the Corporation for the Securities to be redeemed
pursuant to this. Article VI, which shall be that price (if any) required to be paid by the Gaming Authority making the
finding of unsuitability, or if such Gaming Authority does not require a certain price to be paid, that amount
determined by the board of directors to be the fair value of the Securities to be redeemed; provided, however, that the

price per share represented by the Redemption Price shall in no event be in excess of the closing sales price per share

of shares on the principal pational securities exchange on which such shares are then listed on the trading date on the
day before the Redemption Notice is deemed given by the Corporation to the Unsuitable Person or an Affiliate of an
Unsuitable Person or, if such shares are not then listed for trading on any national securities exchange, then the
closing sales price of snch shares as quoted in the Nasdaq National Market or SmallCap Market or, if the shares are
not then so quoted, then the mean between the representative bid and the ask price as quoted by any other generally
recognized reporting system. The Redemption Price may be paid in cash, by promissory note, or both, as required by
the applicable Gaming Authority and, if not so required, as the board of directors determines. Any promissory note
shall contain such terms and conditions as the board of directors determines necessary or advisable, including without
limitation, subordination provisions, to comply with any. law or regulation then applicable to the Corporation or any
Affiliate of the Corporation or to prevent a default under, breach of, event of default under or acceleration of any loan,
promissory note, mortgage, indenture, line of credit, or other debt or financing agreement of the Corporation or any

http :ffmww.sec.gov/Archives/edgai'!datal 1174922/00009120570203 7826/22089719zex-3_... 5/25/2012
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Affiliate of the Corporation. Subject to the foregoing, the principal amount of the promissory note together with any
unpaid interest shall be due and payable no later than the tenth anniversary of delivery of the note and inferest on the
unpaid principal thereof shall be payable annually in arrears at the rate of 2% per agmum. '

(k) "Securities" shall mean the capital stock of the Corporation.

(1) "Unsuitable Person" shall mean a Person who (i) is determined by a Gaming Authotity to be unsuitable o
Own or Control any Securities or unsuitable to be connected or affiliated with a Persan.engaged in Gaming Activities
in a Gaming Jurisdiction, or (ii) causes the Corporation or any Affiliated Company to Jose or to be threatened with the
loss of any Gaming License, or (iii) in the sole discretion of the board of directors of the Corporation, is deemed

likely to jeopardize the Corporatmn s or any Affiliated Company s application for, receipt of approval for, right to the
use of, or entitlement to, any Gaming Llcense

Section 2. Finding of Unsuitability,

(2) The Securities Owned or Conirolled by an Unsuitable Person or an Affiliate of an Unsuitable Person shall be
subject to redemption by the Corporation, out of funds legally available therefor, by action of the board of dircctors,
to the extent required by the Gaming Authority making the detetmination of unsu:tabﬂ]ty or to the exient deemed
necessary ot advisable by the board of directors. If a Gaming Authority requires the Carporatmn or the board of
directors deems it necessary or advisable, to redeem any such Securities, the Corporation shall give a Redemption
Notice to the Unsuitable Person or its Affiliate and shall purchase on the Redemption Date the number of shares of
the Securities specified in the Redemption Notice for the Redemption Price set forth in the Redemption Notice. From
and afier the Redemption Date, such Securities shall no longer be deemed to be ouistanding, such Unsuitable Person
or any Affiliate of ' '

such Unsuitable Person shall cease to be a stockholder with respect 16 such shares and all rights of such Unsuitable .
Person or any Affiliate of such Unsuitable Person therein, other than the right to receive the Redemption Price, shall
cease, Such Unsuitable Person or its Affiliate shall surrender the certificates representmg any shares to be redeemed
in accordance with the requirements of the Redemption Nohce

() Commencing on the date that a Gaming Authority serves notice of a determination of unsmtablllty or the
board of directors determines that a Person is an Unsuitable Person, and until the Securities Owned or Controlled by
such Person are Owned or Controlled by a Person who is not an Unsuitable Person, the Unsuitable Person or any
Affiliate of an Unsnitable Person shall not be entitled: (i) to receive any dividend or interest with regard to the
Securities, (ii) to exerciss, divectly or indirectly or through any proxy, trustee, or nominee, any voting or other right

- conferred by such Securities, and such Securities shall not for any purposes be included in the shares of capital stock
~ of the Corporation entitled to vote, or (iii) to receive any remuneration in any form from the Corporation or any
Affiliated Company for services rendered or otherwise.

Section 3. Notices. All notices given by the Corporation pursnant to this Article, including Redemption Notlces
shall be in writing and may be given by mail, addressed to the Person at such Person's address as it appears on the records of
the Corporation, with postage thereon pl'epald and such notice shall be deemed given at the time deposited in the United
States mail. Written notice may also be given personally or by telegram, facsimile, telex or cable and such notice shall be

deemed to be given at the time of receipt thereof, if given personally, or at the time of fransmission thereof, if given by
telegram, facsimile, telex or cable.

Section 4.  Indemmification. Any Unsuitable Person and any Affiliate of an Unsuitable Person shall indemnify and
hold harmless the Corporation and its Affiliated Companies for any and all losses, costs, and expenses, including attorneys'
fees, incurred by the Corporation and its Affiliated Companies as a result of, or arising out of, such Unsuitable Person's or
Affiliate's continuing Ownership or Conirol of Securities, the neglect, refusal or other failure to comply with the provisions of
this Article VII, or failure to promptly divest itself of any Securities when required by the Gaming Laws or this Article VIL

Section 5. mjunctive Relief. The Corporation is entitled to injunctive or other equitable relief in any court of .

- competent jurisdiction to enforce the provisions of this Article VII and each holder of the Securities of the Corporation shall

http:/fwww.sec. govarchives/edgar/dataf 1174922/000091205702037826/a2089719zcx-3 ... 5/29/2012
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be deemed to have acknowledged, by acquiring the Securities of the Cotporation, that the failure to comply with this
Article VII will expose the Corparation to irreparable injury for which there is no adequate remedy at Jaw and that the
Corporation is entitled to injunctive or other equitable relief to enforce the provisions of thi% Article.

Section 6. Nom-exclusivity of Rights. The Corpomnon s rights of redemption provided in thls Article VII shall not be
exclusive of any other rights the Corporation may have or hereafter acquire under any agreement, provision of the bylaws or
otherwise. :

Section 7.  Further Actions. Nothing contained in this Article VI shall limit the authority of the board of directors to
take such other action to the extent permitted by law as it deems necessary or advisable to protect the Corporation or its
Affiliated Companies from the denial or threatened denial or loss or threatened loss of any Gaming License of the
Corporation or any of its Affiliated Companies. Without limiting the generality of the foregoing, the board of directors may
conform any provisions of this Article VII to the extent necessary to. make such provisions consistent with Gaming Laws. In
addition, the board of directors may, to the extent permitied by law, from time to time establish, modify, amend or rescind
bylaws, regulations, and procedures of the Corporation not inconsistent with the express provisions of this Article VII for the
purpose of determining whether any Person is an Unsuitable Person and for the orderly application, administration and

implementation of the provisions of this Article VII. Such procedures and regulations shall be kept on file with the

7.

Sccretary of the Corporation, the secretary of its Affiliated Companics and with the transfer agent, if any, of the Corporation
and any Affiliated Conipanies, and shall be made available for inspection by the public and, upon request, mailed to any
holder of Securities, The board of directors shall have exclusive authority and power to administer this Article VII and to
exercise all rights and powers specifically granted to the board of directors or the Corporation, cr as may be necessary or
advisable in the administration of this Article VIL. All such actions which are done or made by the board of directors in good
faith shall be final, conclusive and binding on the Corporation and all other Persons; provided, however, thal the board of
directors may delegate all or any portion of its duties and powers under this Article VII to a committee of the board of
duectors as it deems necessary or advmable

Section 8. Severability. 1f any provision of this Aticle V11 or the application of any such provision to any Person or
under any circumstance shall be held invalid, illegal, or unenforceable in any respect by a court of competent jurisdiction,
such invalidity, illegality or unenforceablilty shall not affect any other provision of this Article VIL

Section 9.  Termination and Waivers, Except as may be required by any applicable Gaming L.aw or Gaming
Authority, the board of directors may waive any of the rights of the Corporation or any resfrictions ¢ontained in this
Article VII in any instance in which the board of directors determines that a waiver would be in the best interests of the
Corporation, The board of directors may terminate any rights of the Corporation or restrictions set forth in this Article VII to
the extent that the board of directors determines that any such termination is in the best interests of the Corporation. Except as
may be required by a Gaming Authority, nothing in this Article VII shall be deemed-or construed to require the Corporation
to repurchase any Securities Owned or Controlled by an Unsuitable Person or an Affiliate of an Unsuitable Person,

IN WITNESS WHEREOF, Wynn Resorts, Limited has caused these second amended and restated articles of
incorporation to be executed in its name by its Chief Executive Officer this 16 day of September, 2002.

/s/ STEPHEN A. WYNN

Stephen A. Wynn

http:/fwww.sec.gov/Archives/edgar/data/1174922/000091205702037826/a2089719zex-3 ...  5/29/2012
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8-K 1 d400600d8k.htm FORM 8-K

"UNITED STATES >

SECURITIES AND EXCHANGE CONIMISSION
Washlngtun, D.C. 20549

FORM 8-K

CURRENT REPORT

PURSUANT TO SECTION 13 OR 15(D) OF THE
SECURITIES EXCHANGE ACT OF 1934, AS AMENDED

Date of Report (Date of earliest event reported): August 24, 2012

WYNN RESORTS, LIMITED

(Exact name of registrant as specified in its charter)

Nevada 000-50028 46-0484987

(State or other jurisdiction " {Commission (IRS Employer
of incorporation) File Number) Identfication No.)

3131 Las Vegas Boulevard South

Las Vegas, Nevada 89109
(Address of principal executive offices) . (Zip Code)

(Registrant‘s telephone number, including area code) (702) 770-7555
Not Applicable

(Former name or former address, If changed since last report.)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the
registrant under any of the following provisions:

1 Writien communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

O Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

O Pre-commencement conpmunications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
[

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))
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Item 8.01. Other Events.

Wynn Resorts, Limited {the “Company™) will hold its 2012 Annual Meeting of Stuckﬁulders (the “Annyal Meeting”) on
November 2, 2012 in Las Vegas, Nevada, Stockholders of record of the Company at the close of business on September 12,
2012, the record date fixed for the Annual Meeting, will be entitled to notice of and to vote at the Annual Meeting.

* Pursuant to the Company’s Bylaws, notice of any proposal to be presented by any stockholder at the Annual Meeting
must be delivered to the secretary of the Company at its principle office not later than September 3, 2012. The Company also

will consider any proposal submitted not later than September 3, 2012 to have been timely received for purposes of Rule 14a-
R under the Securities Exchange Act of 1934, .

http://’www.sec.gov/Archives/edgar/data/1174922/000119312512367711/d400600d8k him 8/ 30/2012
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SIGNATURES
. . . » ' N
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the Registrant has duly caused this
report to be signed on its behalf by the undersigned hereunto duly authorized.

WYNN RESORTS, LIMITED

Date: August 24, 2012 By: /s/ Matt Maddox

Name: Matt Maddox
Title: Chief Financial Officer and Treasurer
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Electronically Filed
09/20/2012 09.01:25 PM

OPPS % 75'2%'“""""

James J. Pisanelli, Esq., Bar No. 4027 CLERK OF THE COURT

JIP@pisanellibice.com

Todd L. Bice, Esq., Bar No. 4534
TLB(@pisanellibice.com

Debra L. Spinelli, Esq., Bar No. 9695
DLS(@pisanellibice.com

PISANELLI BICE PLLC

3883 Howard Hughes Parkway, Suite 800
Las Vegas, Nevada 89169

Telephone: 702.214.2100

Paul K. Rowe, ESCI. {pro hac vice pending)
pkrowe@wlrk.com

Bradley R. Wilson, Esq. (pro hac vice pending)
brwilson@wlrk.com

Grant R. Mainland, Esq. (pro kac vice pending)
grmainland@wlrk.com

WACHTELL, LIPTON, ROSEN & KATZ
51 West 52nd Street

New York, NY 10019

Telephone: 212.403.1000

Robert L. Shapiro, Esq. (pro hac vice forthcoming)
RS@glaserweil.com

GLASER WEIL FINK JACOBS HOWARD
AVCHEN & SHAPIRO, LLP

10259 Constellation Boulevard, 19th Floor
Los Angeles, CA 90067

Telephone: 310.553.3000

Attorneys for Wynn Resorts, Limited, Linda Chen,
Russell Goldsmith, Ray R. Irani, Robert J. Miller,

John A. Moran, Marc D. Schorr, Alvin V. Shoemaker,
Kimmarie Sinatra, D. Boone Wayson and Allan Zeman

DISTRICT COURT
CLARK COUNTY, NEVADA

WYNN RESORTS, LIMITED, a Nevada Case No.: A-12-656710-B
Corporation,

Dept. No.: XI

Plaintiff,

Vs. WYNN PARTIES'

OPPOSITION TO MOTION FOR
KAZUO OKADA, an individual, ARUZE PRELIMINARY INJUNCTION

USA, INC., a Nevada corporation, and
UNIVERSAL ENTERTAINMENT CORP., Date of Hearing:  October 2, 2012
a Japanese corporation,
Time of Hearing:  8:30 a.m.
Defendants.
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The Wynn Parties respectfully submit this opposition to the motion for a preliminary
injunction filed by Aruze USA, Inc. and Universal Entertainment Corp.'! The Wynn Parties also
join in the arguments presented in opposition being submitted today by Stephen A. Wynn.

L INTRODUCTION

Seven months ago, the Board of Directors of Wynn Resorts redeemed the Wynn Resorts
stock held by Aruze because the Board had received unrebutted evidence of serious misconduct
by Aruze’s controlling stockholder, Kazuo Okada, and entities controlled by him, including
Aruze. These shares were redeemed in exchange for a promissory note pursuant to express
procedures contained in Article VII of the Wynn Resorts Articles of Incorporation. Article Vil
gives the Wynn Board the discretionary power to redeem the shares of a stockholder it deems to
be an “Unsuitable Person” as defined in the Articles, most relevantly where the Board determines
that the continued ownership of the shares would jeopardize Wynn Resorts’ existing gaming
licenses or opportunities for additional licenses. Now, Aruze has applied to this Court for a
preliminary injunction that, if granted, would require the Company to re-issue shares to Aruze and
reinstate its share ownership. As demonstrated herein and by the evidence submitted in the
accompanying affidavits of former Nevada Governor Robert Miller and David Arraj i? (as well as
the affidavit of Stephen A. Wynn), there is no basis whatsoever for the extraordinary relief that
Aruze seeks.

In its motion, Aruze expressly does not challenge the evidentiary basis on which the Wynn
Board acted on February 18, 2012 (i.e., the written report of former FBI Director Louis Freeh),
and does not challenge the general validity of the provisions in the Articles that expressly give the
Board discretionary power to redeem shares. (Aruze Br. at 17 n.15.) It is no surprise that Aruze

does not challenge the merits of the Wynn Board’s decision to redeem its shares, since at no time

! The “Wynn Parties” are plaintiff-counterdefendant Wynn Resorts, Limited and
counterdefendants Linda Chen, Russell Goldsmith, Ray R. Irani, Robert J. Miller, John A. Moran,
Marc D. Schorr, Alvin V. Shoemaker, Kimmarie Sinatra, D. Boone Wayson, and Allan Zeman.
The movants will be referred to collectively herein as “Aruze.”

2 See Affidavit of Governor Robert J. Miller, dated September 20, 2012 (“Miller Aff.”);
Affidavit of David R. Arrajj, dated September 20, 2012 (“Arrajj Aff.”). The various exhibits
submitted with these affidavits are referred to herein as “Ex. __” (e.g., “Miller Aff. Ex. _ ™).

2
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before, during, or after Mr. Freeh rendered the results of his investigation to the Wynn Board has
Mr. Okada proffered any substantive defense of his conduct. The Freeh investigation found,
among other things, that “Mr. Okada, his associates and companies appear to have engaged in a
longstanding practice of making payments and gifts to his two chief gaming regulators at the
Philippines Amusement and Gaming Corporation [the Philippine government regulator],” as well
as their families and associates. Further, Mr. Freeh found that “Mr. Okada has stated his personal
rejection of Wynn Resorts anti-bribery rules and regulations, as well as legal prohibitions against
making such payment to government officials.”

In short, the Wynn Board was confronted with unchallenged evidence from an
unimpeachable source that a major stockholder of the company was engaged in illicit conduct.
This, in turn, jeopardized Wynn Resorts’ own licensing status and opportunities. The Board had
no choice but to take action, and the Company’s Articles of Incorporation prescribed the action to
take. The remedy provided for by the Articles was no secret to anyone since it had been in place
and publicly disclosed since 2002. Indeed, it was printed in bold capital letters on Aruze’s own
former stock certificates and reviewed by the Nevada State Gaming Control Board in early 2004
in connection with Wynn Resorts’ application for registration as a publicly traded gaming
corporation.

Despite all of this, Aruze seeks to have this Court — seven months after the redemption
occurred and became effective — override the business judgment of the Wynn Board, reverse its
decision, and order the re-issuance of shares to Aruze. In support of its motion, Aruze offers no
evidence whatsoever. Even putting aside the legal insufficiency of its claims, Aruze comes into
this Court seeking sweeping relief without submitting a single piece of sworn testimony: There is
no affidavit from Mr. Okada, and there is no affidavit from any fact witness in support of Aruze’s
claims. There is only a single attorney’s affidavit. Aruze’s request that this Court exercise its

extraordinary injunctive powers on this non-existent factual record should be rejected, even

before the arguments advanced by Aruze are addressed.

3 (Miller Aff. Ex. 1 (Freeh Report) at 10.)
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Aruze contends that its shares should be re-issued because the redemption was a “sham.”
The basis for this claim is that Wynn Resorts gave Aruze a promissory note in exchange for its
shares, and that there are certain circumstances where even a debtholder can be deemed
“unsuitable” under Nevada gaming law. But the fact is that the danger to Wynn Resorts’
licensing status posed by having Aruze as a 20% stockholder is significantly greater than having
Aruze as a mere debtholder. The regulations and regulatory practices of the Nevada Gaming
Commission have recognized this distinction. And, while the Wynn Resorts Articles of
Incorporation — which have expressly permitted redeemed shares to be exchanged for a
promissory note since Wynn Resorts became a public company in 2002 — were submitted to the
Nevada State Gaming Control Board for review in 2004, the Nevada gaming regulators have
never al any time raised an objection to the provision allowing for redemption via a note.
Moreover, in the seven months since the Commission was informed that Aruze had become a
Wynn Resorts’ debtholder, the Commission has never suggested to the Company that this raises
any 1ssue.

Finally, while Aruze contends that the purpose of its motion is to permit it to engage in a
proxy contest to attempt to elect two directors to the Wynn Board, the relief it seeks is simply not
appropriate in a preliminary injunction context. To compel Wynn Resorts to re-issue shares to
Aruze is not relief that maintains the status quo — it is a mandatory injunction that alters the
status quo irreversibly. Re-issuing the shares would also endanger Wynn Resorts’ licensing
status, a potential harm to the Company and its public stockholders and employees that cannot be
outweighed by any harm to Aruze from being unable to nominate two candidates for seats on a
12-member board. And it is an imposition on this Court for Aruze to seek to have these issues
resolved on an emergency basis, when Aruze waited over seven months before seeking any relief
with respect to a transaction that was completed on February 18, 2012.

For all the reasons set forth herein, the motion should be denied in its entirety.”

\ Aruze’s meritless claim that the redemption provisions in the Wynn Resorts Articles of
Incorporation do not apply to Aruze’s shares is addressed in Mr. Wynn’s opposition, and the
Wynn Parties incorporate the arguments made therein by reference.

4

PA000515




PISANELLI BICE PLLC
3883 HOWARD HUGHES PARKWAY, SUITE 800
LAS VEGAS, NEVADA 89169

D 00 =] O i B W N e

[0 SRR NG TN O T 5 T N TR G TR N6 N NG T O B e e e ey
M‘\JO\MQWMHO\OO@\JO\U\#WN'—"O

IL. STATEMENT OF FACTS

A. Wynn Resorts and its Board of Directors.

Wynn Resorts, Limited (“Wynn Resorts” or “the Company™) operates resort casinos in
Las Vegas and in the Macau Special Administrative Region of the People’s Republic of China
(“Macau”). Wynn Resorts was organized as a Nevada corporation on June 3, 2002, and
conducted an initial public offering (“IPO”) of common shares on October 25, 2002. (Wynn
Aff. 9926, 32 & Ex. 10.)’ Those shares trade on the NASDAQ Global Select Market under the
symbol “WYNN.”

The Board of Directors of Wynn Resorts is comprised of twelve members. Excluding
defendant Kazuo Okada, eight of Wynn Resorts’ eleven directors have no employment
relationship with the Company. (Miller Aff. §3.)

B. The Redemption Provisions in the Wynn Resorts Articles of Incorporation.

In making its unsuitability determination and redeeming Aruze’s shares, the Wynn Board
acted pursuant to Article VII of the Wynn Resorts Articles of Incorporation. Article VII provides
that if a Wynn Resorts stockholder is determined to be an “Unsuitable Person” — whether by a
gaming regulator or by the Wynn Board of Directors in its sole discretion — then Wynn Resorts
shall have the power to redeem any shares held by that “Unsuitable Person” or its affiliates.
(Miller Aff. Ex. 2, at Art. VII, § 2.) Section 2 of Article VII provides, in relevant part:

Finding of Unsuitability. (a) The Securities Owned or Controlled by
an Unsuitable Person or an Affiliate of an Unsuitable Person shall be
subject to redemption by the Corporation, out of funds legally
available therefor, by action of the board of directors, to the extent
required by the Gaming Authority making the determination of
unsuitability or to the extent deemed necessary or advisable by the

board of directors. . . .

(Miller Aff. Ex. 2, at Art. VII, § 2(a).)

> References herein to “Wynn Aff.” are to the affidavit of Stephen A. Wynn, dated
September 20, 2012, which Mr. Wynn has submitted to the Court in connection with his
opposition to Aruze’s application.
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“Unsuitable Person” is a defined term in the Wynn Resorts Articles of Incorporation:

“Unsuitable Person” shall mean a Person who (i) is determined by a

Gaming Authority to be unsuitable to Own or Control any Securities

or unsuitable to be connected or affiliated with a Person engaged in

Gaming Activities in a Gaming Jurisdiction, or (ii) causes the

Corporation or any Affiliated Company to lose or to be threatened

with the loss of any Gaming License, or (iii) in the sole discretion of

the board of directors of the Corporation, is deemed likely to

jeopardize the Corporation’s or any Affiliated Company’s

application for, receipt of approval for, right to the use of, or

entitlement to, any Gaming License.
(Miller Aff. Ex. 2, at Art. VII, § 1(1).)° Pursuant to this definition, any stockholder who in the
Wynn Board’s “sole discretion” is “deemed likely to jeopardize” the Company’s existing gaming
licenses or the Company’s ability to secure additional gaming licenses in the future qualifies as an
“Unsuitable Person,” and its shares become subject to redemption. (Miller Aff. Ex. 2, at Art. VII,
§ 1()(iii).) In addition, the term “Unsuitable Person” also applies to any stockholder who is
found unsuitable through an administrative determination by a gaming regulator, or who causes
Wynn Resorts to be explicitly threatened with the loss of a gaming license. (Miller Aff. Ex. 2, at
Art. VII, § 1(DQ), (ii).)

In the event that it redeems shares owned by an “Unsuitable Person” pursuant to the
Articles of Incorporation, the Wynn Board must determine the “Redemption Price” to be paid for
the redeemed shares. (Miller Aff. § 26.) Article VII provides that unless a gaming regulator
mandates that a particular price be paid, the price should be an “amount determined by the board
of directors to be the fair value of the Securities to be redeemed.” (Miller Aff. Ex. 2, at
Art. VIL, § 1(j).) In paying this “Redemption Price,” the Wynn Board has the discretion to
compensate the unsuitable stockholder with either cash or a ten-year promissory note with a

prescribed interest rate of 2% per year (or some combination of the two). (Miller Aff. Ex. 2, at

Art. VIL, § 1G).)

¢ The Articles of Incorporation define the term “Gaming Licenses” to include “all licenses,
permits, approvals, authorizations, registrations, findings of suitability, franchises, concessions
and entitlements issued by a Gaming Authority necessary for or relating to the conduct of Gaming
Activities.” (Miller Aff. Ex. 2 § 1(¢).)
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The underlying basis for these provisions is the basic, fundamental Nevada public interest
in the “probity” of gaming licensees and their associates. (See Arrajj Aff, 49 9-16.)

C. The Investigation of Mr, Okada and the Redemption of Aruze’s Shares.

L The Wynn Resorts Compliance Committee retains Louis Freeh fo
investigate Mr. Okada’s conduct in the Philippines and elsewhere.

Since sometime in 2007 or 2008, Mr. Okada has been engaged in promoting and financing
a projected multi-billion-dollar casino resort to be located in the Philippines. (Miller Aff. §6.) At
a meeting of the Wynn Board held on November 1, 2011, former Nevada Governor Robert Miller,
the Chairman of the Wynn Resorts Compliance Committee, discussed the results of two
independent investigations into Mr. Okada’s activities in the Philippines. (Miller Aff. ] 14-15.)
These investigations were undertaken as a result of concerns about the general compliance
environment in the Philippines, a country in which corruption is considered widespread, and the
risk that Mr. Okada’s efforts to develop a casino resort there would create compliance-related
problems for Wynn Resorts. (Miller Aff. 9§ 7-8, 11-12.)

Governor Miller reported to the Wynn Board that the evidence uncovered prior to
November 1, 2011 raised questions about Mr. Okada’s suitability as a significant stockholder of a
Nevada gaming corporation. (Miller Aff. §§ 14-15.) Governor Miller advised the Board that, in
light of the preliminary findings, the Compliance Committee intended to retain Louis Freeh of
Freech Sporkin & Sullivan, LLP, a former Director of the FBI, to conduct a full investigation of
Mr. Okada’s conduct in the Philippines and elsewhere. (Miller Aff. § 15.) Following Governor
Miller’s presentation, the Wynn Board ratified the Compliance Committee’s decision to retain
M. Freeh to conduct such an investigation and produce a report. (Miller Aff. 9 16.)

Mr. Freeh’s work involved intensive investigative efforts over the next three and a half
months. (Miller Aff. § 17.) While Mr. Okada initially seemed reluctant to be interviewed,
Mr. Okada ultimately participated in a full-day interview by Mr. Freeh in Tokyo on February 15,
2012. (Miller Aff. 9§ 19.)
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2. The Wynn Board determines that Mr. Okada, Aruze, and Universal are
“Unsuitable Persons” within the meaning of the redemption provisions in
the Articles of Incorporation.

Mr. Freeh presented the results of his investigation to the Wynn Board at a Board meeting
held on February 18, 2012. In addition to providing the directors with a 47-page written report
detailing his findings (the “Freeh Report™), Mr. Freeh made an extensive oral presentation at the
meeting. (Miller Aff. § 22 & Ex. 1 (Freeh Report).) Mr. Freeh described the scope of his
investigation, reported on impressions of the personal interview of Mr. Okada in Tokyo, and
answered questions from the directors. (Miller Aff. §f 20, 22.) As reflected in the Freeh Report,
Mr. Freeh advised the Board that Mr. Okada had not presented any exculpatory evidence — that
is, evidence that would tend to contradict Mr. Freeh’s findings — and that Mr. Okada’s broad
denials of personal involvement in any misconduct were not credible in light of the evidence that
Mr. Freeh had uncovered. (Miller Aff. §20 & Ex. 1 at47.)

The Board meeting then adjourned for two hours to give the directors who had executed a
confidentiality agreement an opportunity to review the written Freeh Report. (Miller Aff. § 22.)
That report includes evidence of the following actions and statements regarding Mr. Okada:

e “Mr. Okada, his associates and companies appear to have engaged in a
longstanding practice of making payments and gifts to his two (2) chief gaming
regulators at the Philippines Amusement and Gaming Corporation,” as well as

their families and associates, in substantial amounts. (Miller Aff. Ex. 1 (Freeh
Report) at 1.)

e “In one such instance in September 2010, Mr. Okada . . . paid the expenses for a
luxury stay at Wynn Macau by [PAGCOR] Chairman Naguiat,” his family, and
“other senior PAGCOR officials. . . . Mr. Okada and his staff intentionally
attempted to disguise this particular visit by Chairman Naguiat by keeping his
identity ‘Incognito’ and attempting to get Wynn Resorts to pay for the excessive
costs of the chief regulator’s stay, fearing an investigation.” (/d. at 2.)

e “[D]espite being advised by fellow Wynn Resorts Board members and
Wynn Resorts counsel that payments and gifts to foreign government officials are
strictly prohibited” — including under the Wynn Resorts Code of Business
Conduct and Ethics — “Mr. Okada has insisted that there is nothing wrong with
this practice in Asian countries.” (/d. at 10.)

e “Mr. Okada has stated his personal rejection of Wynn Resorts anti-bribery rules

and regulations, as well as legal prohibitions against making such payments to
government officials, to fellow Wynn Resorts Board members.” (/d.)
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e Mr. Okada has “refus[ed] to receive Wynn Resorts requisite FCPA training
provided to other Directors” and “failfed] to sign an acknowledgement of
understanding of Wynn Resorts Code of Conduct.” (/d. at 2.)

When the meeting reconvened, the members of the Wynn Board engaged in an extensive
discussion of the contents of the Freeh Report. (Miller Aff. § 23.) During the course of its
deliberations, the Wynn Board received advice from two attorneys expert in the applicable
Nevada gaming statutes and regulations. (Miller Aff. § 23.) At the conclusion of these
discussions, in light of the findings in the Freeh Report, Mr. Freeh’s presentation at the meeting,
and the advice of expert gaming counsel, the Wynn Board (excluding Mr. Okada) unanimously
determined that Mr. Okada, Aruze, and Universal were “Unsuitable Persons” whose continued
affiliation with Wynn Resorts through Aruze’s stock ownership was “likely to jeopardize” the
Company’s existing and potential future gaming licenses. (Miller Aff. 23 & Ex. 4.)

3. The Wynn Board determines to pay the “Redemption Price” with a
promissory note, as authorized by the Articles of Incorporation.

Under the terms of Article VII, the redemption price could be paid wholly in cash, or with
a ten-year promissory note bearing annual interest rate of two percent, or by some combination of
these two options. (Miller Aff. 25 & Ex. 2, at Art. VII, § 1(j).) The directors discussed with the
chief financial officer of Wynn Resorts the effect on the Company’s financial condition and
flexibility under each of the alternatives. (Miller Aff. §1 25, 27.) The Wynn Board was also
cognizant of its duties to the remaining stockholders of Wynn Resorts in determining the method
of payment to be used. (Miller Aff. 27.) Based on all of these considerations, the Wynn Board
(other than Mr. Okada) unanimously determined to pay the full amount of the redemption price by
issuing a promissory note to Aruze. (Miller Aff. 9§ 27-28.) Consistent with the express
provisions of Article VII of the Articles of Incorporation, the promissory note issued to Aruze was

payable in ten years and carried an interest rate of 2% per year. (Miller Aff. Ex. 3.y

7 Article VII required the Wynn Board to determine the “fair value” of Aruze’s shares in
setting the redemption price. (Miller Aff. §25 & Ex. 2, at Art. VII, § 1(j).) In that connection,
the Wynn Board received advice from an outside financial advisor, Moelis & Company, which
presented the Board with a written report containing an analysis of a fair valuation range for
Aruze’s shares, taking into consideration provisions in a stockholders agreement that prohibited

9
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4. The Wynn Board effects the redemption of Aruze’s shares and the shares
are cancelled.

Immediately following the meeting on February 18, 2012, the Wynn Board caused a
“Redemption Notice” to be delivered to Aruze. (Miller Aff. 28 & Ex. 4.) The notice made clear
that the “Redemption Date” was February 18, 2012 (Miller Aff. Ex. 4 § 2), and it contained a
provision tracking the language in Article VII of Articles of Incorporation governing the
“Surrender of Certificates” (Miller Aff. Ex. 4 § 5). That provision directed Mr. Okada, Aruze,
and Universal to “surrender, or cause to be surrendered, to the Corporation’s transfer agent any
and all certificates evidencing the Securities owned of record by” them. (Miller Aff. Ex. 4 § 5.)
A copy of the promissory note that the Company was issuing to Aruze as compensation for the
redeemed shares was enclosed with the Redemption Notice. (Miller Aff. Ex. 4 § 4; see Miller
Aff. Ex. 3 (“Redemption Price Promissory Note”).)

Thereafter, on February 23, 2012, Wynn Resorts’ official transfer agent American Stock
Transfer, which maintains Wynn Resorts’ stock transfer ledger, provided notice to the Company
that the redemption of Aruze’s shares was completed and that the shares had been cancelled.
(Wynn Aff. 19.) The financial media followed suit so that, for example, Reuters and Bloomberg
have reported the number of issued and outstanding shares of Wynn Resorts to be a figure
reflecting the redemption. Wynn Resorts’ SEC filings since February 18, 2012 have also
reflected the effectiveness of the redemption. (Wynn Aff. §9.)

5. Wynn Resorts reports the Board’s unsuitability determination and the
redemption of Aruze’s shares to gaming regulators.

On February 18, 2012, Wynn Resorts gave notice to the Nevada State Gaming Control
Board that the Board had found Mr. Okada, Aruze, and Universal to be “Unsuitable Persons” and
redeemed Aruze’s shares on that basis pursuant to Article VII of the Wynn Resorts Articles of

Incorporation. (Miller Aff. 9 29.) The Gaming Control Board was specifically advised that the

Aruze from transferring its shares without the consent of Mr. Wynn and Ms. Wynn, as well as the
overall size of Aruze’s block of shares. (Miller Aff. § 26.) Following its review of the Moelis
analysis, the Wynn Board (other than Mr. Okada) unanimously determined to apply a blended
30% discount to the public trading price of the Company’s shares. (Miller Aff. §26.)

10
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Wynn Board had determined to issue a promissory note to Aruze in exchange for the redeemed
shares. (Miller Aff. §29.) To date, the Gaming Control Board has expressed no concern with
respect to the Board’s unsuitability determination, the corresponding redemption of Aruze’s
shares, or the form of payment that the Board determined to provide to Aruze. (Miller Aff. §29.)

III. ARGUMENT

A. Legal Standard and Evidentiary Requirements for Obtaining a Preliminary
Injunction.

A party seeking a preliminary injunction must demonstrate a “reasonable likelihood of
success on the merits” of its claim, and that the opposing “party’s conduct, if allowed to continue,
will cause irreparable harm for which compensatory relief is inadequate.” Boulder Oaks Cmiy.
Ass’n v. B&J Andrews Enters., LLC, 125 Nev, 397, 403, 215 P.3d 27, 31 (2009). The movant
“bears the burden” of establishing these prerequisites, S.0.C., Inc. v. Mirage Casino-Hotel, 117
Nev. 403, 408, 23 P.3d 243, 246 (2001), and “in the absence of testimony or exhibits establishing
the material allegations of the complaint,” an “application for a preliminary injunction [should be]
denied.” Coronet Homes, Inc. v. Mylan, 442 P.2d 901, 902 (1968); accord Las Vegas Novelly,
Inc. v. Fernandez, 106 Nev. 113, 120, 787 P.2d 772, 776 (1990) (noting that an application
“based solely on affidavits and a few exhibits . . . . may not be sufficient evidence to support an
injunction”).

What Aruze really seeks here is not a prohibitory preliminary injunction, but rather a
mandatory preliminary injunction, a form of relief that is strongly disfavored. Aruze seeks an
injunction that, among other things, “[p]rohibits Wynn Resorts . . . from acting ... to deprive
Aruze USA of any of its rights as a stockholder of Wynn Resorts.”” (Aruze Motion at 2.)
Although it is superficially phrased in prohibitory terms, this request is actually mandatory in
nature. An order granting this request would require Wynn Resorts to take affirmative acts to
treat Aruze as though it remains a stockholder, and to take affirmative acts to accord Aruze all of
the rights a stockholder would have. That would mean, in effect, reissuing the shares, counting
votes cast by Aruze, and even — since the requested relief would require Wynn Resorts to accord

Aruze “any . . . rights” a stockholder would have — including paying Aruze dividends.

il
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Aruze thus asks this Court to issue “injunctive relief that goes beyond preservation of the
status quo, and has the effect of requiring affirmative action by the party enjoined.” Venetian
Casino Resort, L.L.C. v. Local Joint Exec. Bd. of Las Vegas, 45 F. Supp. 2d 1027, 1031 (D. Nev.
1999). There is “a serious question as to the propriety of granting preliminary injunctive relief”
that thus “compel[s] [a] party ... to take some other action to satisfy [the] rights” of another party,
as opposed to “injunctive relief to preserve the status quo,” because ordinarily the former “would
require a trial on the merits.” Arnoff v. Katleman, 75 Nev. 424, 432-34, 345 P.2d 221, 225-26

[

(1959). It is thus a settled principle of equity that a mandatory injunction “‘is particularly

disfavored,”” Malo, Inc. v. Alta Mere Indus., Inc., No. 02:06-CV-01449-KJD-GWF, 2007
WL 1703454, at *2 (D. Nev. June 11, 2007) (citation omitted) — and “is rarely granted,” Alvarez
v. Eden Twp. Hosp. Dist., 191 Cal. App. 2d 309, 312 (1961) (emphasis added).

As a result, “a very urgent case is required to justify a mandatory preliminary injunction,”
and “a clear case of prospective injury is indispensible.” Jd. Courts of equity should accordingly

bS]

“deny such relief ‘unless the facts and law clearly favor the moving party,”” such as when the

232

merits are not “‘doubtful’” and “‘extreme or very serious damage will result’” if the requested
relief is denied. Malo, 2007 WL 1703454, at *2 & n.4 (quoting Martinez v. Matthews, 544 F.2d
1233, 1243 (5th Cir. 1977), and quoting Anderson v. United States, 612 F.2d 1112, 1114 (9th Cir.
1980)).

B. Aruze Was Not Exempt From the Redemption Provisions in the Articles of
Incorporation.

The Wynn Parties incorporate by reference the points and authorities contained in Point 1
of Mr. Wynn’s opposition, which addresses Aruze’s claim that it was exempt from the redemption
provisions in the Wynn Resorts Articles of Incorporation. For all of the reasons stated therein,
Aruze has not demonstrated a likelihood of success on the merits of this claim.

C. Aruze Has Not Demonstrated a Likelihood of Success on the Merits of its
Claim that the Wynn Board Breached its Fiduciary Duties in Effecting the

Redemption.

Having failed to demonstrate a likelihood of success on the merits of the claim that it was

exempt from the redemption provisions in the Articles of Incorporation, Aruze is left to argue that

12
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the redemption was nevertheless unlawful because the Wynn Board’s actions amounted to a
breach of the directors’ fiduciary duties. To demonstrate a likelihood of success on that claim,
Aruze would need to present sufficient evidence to rebut the statutory presumption that, in
effecting the redemption, the Wynn Board acted in good faith, on an informed basis, and in the
best interests of the Company. NRS 78.138(3). As shown below, however, this application does
not come close to making such a showing, and therefore Aruze cannot establish a likelihood of
success on the merits of this claim either.
1. The statutory business judgment presumption.

The Nevada legislature has adopted an express statutory scheme that affords “protection”
to “directors in conducting the corporation’s affairs.” Shoen v. SAC Holding Corp., 122 Nev.
621, 632, 137 P.3d 1171, 1178-79 (2006). Nevada Revised Statute 78.138(3) establishes a
presumption that directors, in deciding on business matters, “act in good faith, on an informed
basis and with a view to the interests of the corporation.” A related statutory provision establishes
that “[i]n performing their [ ] duties, directors . . . are entitled to rely on information, opinions,
[and] reports” that are presented to the board by, among others, “[cJounsel” or “persons as to
matters reasonably believed to be within the preparer’s or presenter’s professional or expert
competence.” NRS 78.138(2).

2. The Wynn Board was well informed and acted in the best interest of the
Company and its stockholders.

In making its unsuitability determination and redeeming Aruze’s shares pursuant to
Article VII of the Articles of Incorporation, the Wynn Board was informed by the results of the
investigation conducted by Mr. Freeh, its understanding of the probity and suitability standards
imposed by various gaming jurisdictions, including Nevada, and the advice of expert gaming
counsel. The specific issue the Board faced was whether Aruze’s stock ownership was “likely to
jeopardize” Wynn Resorts’ existing gaming licenses, or its ability to obtain new licenses in the
future. (Miller Aff. Ex. 2, at Art. VII, § 1(1)(iii).) The Articles of Incorporation committed this

decision to the directors’ “sole discretion” (Miller Aff. Ex. 2, at Art. VII, § 1(1)(iii)), and, as a

13
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matter of statutory law, the Wynn Board’s exercise of that discretion was presumptively in accord
with its fiduciary duties, see NRS 78.138(3).

Aruze argues that the Wynn Board is not entitled to the business judgment presumption
because it acted with an improper “motive,” namely, the “disenfranchisement of Aruze USA” and
the removal of Mr. Okada as a “dissenting voice of the corporation.” {(Aruze Br. at 18.)
According to Aruze, that there could be no jeopardy to the Company’s gaming licenses in the
absence of an actual regulatory determination of unsuitability, and in any event, exchanging
Aruze’s shares for a note failed to eliminate whatever threat may have existed. As discussed
below (at pages 19-22), Aruze is wrong on both counts as a gaming law matter, and therefore this
argument provides Aruze with no basis to overcome the statutory business judgment presumption.

Aruze’s other attempts to overcome the presumption fare no better:

Duty of Care. A director’s fiduciary duty of care “consists of an obligation to act on an
informed basis” when taking action on behalf of the corporation. Shoen, 122 Nev. at 632, 137
P.3d at 1178. As noted above, NRS 78.138(3) provides that Nevada directors are presumed to act
“on an informed basis” when making business decisions on behalf of the corporation.

In this case, the Wynn Board acted after receiving a report from former FBI Director
Louis Freeh detailing Mr. Okada’s improper conduct. The Board also received advice from
expert gaming counsel, and at the conclusion of its deliberations, determined unanimously (apart
from Mr. Okada) that Mr. Okada’s conduct was “likely to jeopardize” the Company’s gaming
licenses and, on that basis, redeemed the shares owned by Aruze pursuant to the Articles. (See
pages 8-9, supra.)

Against this record, Aruze makes two arguments for rebutting the presumption the
Wynn Board acted on an informed basis. First, Aruze conclusorily asserts without any detail or
support that the Freeh Report was “incomplete and fundamentally flawed,” an apparent effort to
cast doubt on the Board’s reliance on that report. (Aruze Br. at 1.) But the controlling statutory
standard is whether the directors had actual “knowledge” of facts that would cause reliance on the
Freeh Report “to be unwarranted.” NRS 78.138(2). Aruze has made no such showing. In fact,

its brief expressly declines to address the evidence presented in the Freeh Report (Aruze Br. at 17

14
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n.15),8 and Aruze has not supported its application with any exculpatory evidence (much less
evidence that was brought to the Board’s attention). In short, Aruze has presented nothing that
would remotely suffice to depﬁve the Wynn Board of its statutory right to rely on the evidence of
the Freeh Report.

Second, Aruze contends that the Wynn Board acted with “tremendous haste” and “without
allowing any of the subjects to respond to the allegations.” (Aruze Br. at 17.) Aruze seems to be
arguing that if only Mr. Okada had been given more time to respond to the evidence uncovered by
Mr. Freeh, the Wynn Board’s determination might have been different. As noted above, however,
Aruze’s application does not identify any specific rebuttal evidence that Mr. Okada was prepared
to offer that would have called Mr. Freeh’s findings into question. Mr. Okada did not present any
rebuttal evidence at his interview with Mr. Freeh in Tokyo, he did not present any rebuttal
evidence at the Board meeting on February 18, and neither he nor Aruze have presented any
rebuttal evidence either in their pleading in this case or in connection with Aruze’s injunction
application. Moreover, as discussed below (at pages 21-22), once the Wynn Board was presented
with the evidence of Mr. Okada’s misconduct contained in the Freeh Report, the Wynn Board was
under an affirmative obligation to act promptly to address the regulatory risks posed by the
persons that it had found to be unsuitable.

This contention also ignores the fact that Mr. Okada had weeks, if not months, to present
exonerating evidence to Wynn Resorts. Aruze does not and cannot deny that Mr. Okada knew
about the Freeh investigation well in advance of the presentation of the Freeh Report —
Mr. Freeh had been trying to arrange Mr. Okada’s interview for weeks in advance of February 18.
(Miller Aff. § 19.) There was no reason for Mr. Okada to wait until the Board was in session to
“rebut” the concerns about his conduct. If he actually had any evidence to exonerate himself, he
could have brought that evidence forward at any time during the investigation. Specifically, he

could have presented it to Mr. Freeh at the interview in Tokyo, at which Mr. Okada was assisted

8 Aruze says that it “look[s] forward to addressing” the evidence in the Freeh Report “at
trial,” but explains that it has “not addressed those allegations here” because “it is not necessary
for the Court to resolve [them] as part of this Motion.” (Aruze Br. at 17 n.15.)
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by several senior lawyers from the Paul Hastings firm. (See Miller Aff. Y 19-20 & Ex. 1 (Freeh
Report) at 36.) But, as the Freeh Report noted, Mr. Okada did not present any exculpatory
evidence at that meeting, and Mr. Freeh concluded that Mr. Okada lacked credibility in the
statements he did make concerning his conduct. (Miller Aff. § 20 & Ex. 1 (Freeh Report) at 47.)

Duty of loyalty. “[T]he duty of loyalty requires the board and its directors to maintain, in
good faith, the corporation’s and its shareholders’ best interests over anyone else’s interests.”
Shoen, 122 Nev. at 632, 137 P.3d at 1178. Under NRS 78.138(3), in making business decisions,
directors are presumed to act “in good faith” and “with a view to the interests of the corporation.”

Aruze makes three arguments related to the issue of loyalty (apart from the meritless
contention, discussed below, that the Wynn Board’s actions must have been pretextual because
the redemption supposedly failed to protect the Company’s gaming licenses). First, Aruze asserts
that “one Board member who voted in favor of the redemption has admitted in court filings that
Wynn Resorts was not in imminent danger of losing any gaming licenses.” (Aruze Br. at 1, 18.)
Here, Aruze is purposefully mischaracterizing a statement made by Ms. Wynn in her answer to its
counterclaim. Ms. Wynn has explained this point in a sworn declaration, which the Wynn Parties
have submitted to the Court in support of their opposition. (See Declaration of Elaine P. Wynn
(“E. Wynn Decl.”), attached hereto as Exhibit 1.) As Ms. Wynn states in her declaration, the
language from her answer that is quoted in Aruze’s brief was intended to reflect Ms. Wynn’s
understanding that “no regulatory authority had rescinded or threatened to rescind a gaming
license” granted to Wynn Resorts. (E. Wynn Decl. § 3.) Ms. Wynn makes clear in her
declaration, however, that she had voted for the redemption of Aruze’s shares under a separate
prong of Article VII of the Articles of Incorporation, “based on a showing that Mr. Okada was a
person who was ‘likely to jeopardize the Corporation’s or any Affiliated Company’s application
for, receipt of approval for, right to the use of, or entitlement to, and Gaming License.’”
(E. Wynn Decl. § 5.)

Second, Aruze contends that the Wynn Board was conflicted because of its supposed
desire to “further concentrate [Mr. Wynn’s] control of the Company.” (Aruze Br. at 18.) But

Aruze has not provided a shred of evidence to support a claim that the Board — which is
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comprised of a majority of independent (i.e., non-management) directors — was under the control
of Mr. Wynn or acting to serve his interests. All that Aruze’s brief offers on that score are
conclusions, which do not suffice at the pleading stage, much less on an application for
preliminary injunctive relief. Cf. Aronson v. Lewis, 473 A.2d 805, 816 (Del. 1984) (holding that
the “shorthand shibboleth of ‘dominated and controlled directors’” was insufficient to satisfy the
particularized pleading requirement for demand futility allegations in a derivative action). And
while Aruze has pleaded that the Board is dominated and controlled by Mr. Wynn because certain
of the directors were nominated by Mr. Wynn (Aruze Second Am. Countercl. § 36), as a matter of
law, the mere fact that one director nominates another or causes him or her to be elected through
stock ownership is insufficient to establish control or cast doubt upon the nominated director’s
independence, Aronson, 473 A.2d at 816 (“it is not enough to charge that a director was
nominated by or elected at the behest” of the interested director).

In any case, this argument is based on a false premise, because Mr. Wynn’s voting power
with respect to the election of directors actually decreased as a result of the redemption
from 35.9% to 19.8%. As described in the affidavit that Mr. Wynn has submitted in connection
with his opposition brief, rather than “concentrat[ing] his control of the Company” (Aruze Br.
at 18), the effect of the redemption was to place a substantially larger percentage of
Wynn Resorts’ outstanding shares in the hands of public stockholders whose votes are not subject
to the 2010 Stockholders Agreement (Wynn Aff. § 6). Thus, the claim that Mr. Wynn had a
conflict in respect of the redemption because of a supposed desire to consolidate control of the
Board must be rej ected.’

Finally, Aruze attempts to tell a story that it is being punished for Mr. Okada’s “dissent”

with respect to the Wynn Board’s approval of charitable pledge to the University of Macau at a

9 In any case, one director’s conflict would be insufficient to deprive the Wynn Board as a
whole of the statutory business judgment presumption. The presence of one or more conflicted
directors does not overcome the presumption if a majority of the non-conflicted directors
approved the transfer and were aware of the conflict. See NRS 78.140(2)(a) (providing that the
statutory business judgment presumption will apply if the conflict “is known to the board” and the
board approves the transaction “in good faith by a vote sufficient for the purpose without counting
the vote or votes of the . . . interested director or directors™).
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board meeting in April 2011. The story, however, is fiction. As the affidavits of both Mr. Wynn
and former Governor Miller state, management, the Compliance Committee, and the Board all
had substantial compliance-related concerns about Mr. Okada before the Macau pledge was made
in May 2011. (Miller Aff. §Y 6-10; Wynn Aff. 9§ 4-5.)

Those concerns first surfaced in 2010 when it became clear that Mr. Okada was
proceeding with his efforts to develop a large gaming resort in the Philippines, a jurisdiction
know for endemic corruption. (Miller Aff. Y 7-8; Wynn Aff. § 5.) In the summer of that year, a
senior executive of Wynn Resorts prepared a report on the business climate in the Philippines that
raised questions about whether Mr. Okada’s business involvement in that country might create
compliance problems for Wynn Resorts. (Miller Aff. § 7.) Thereafter, in early 2011, the
Company retained an independent third-party firm to do preliminary investigative work
concerning the Philippines and Mr. Okada’s business activities there. (Miller Aff. §7.)

The Wynn Board discussed the results of that investigation at a board meeting on
February 24, 2011. (Miller Aff. § 8.) At that meeting, the independent members of the Board
determined that any involvement in the Philippines would be inadvisable and made clear to
Okada that it was greatly concerned about any direct or indirect involvement by the Company in
projects in the Philippines. (Miller Aff. 9 8.) It was during this February 2011 meeting when
Mr. Okada made the remark that, in his view, providing gifts to government officials was an
accepted way of doing business in parts of Asia and that it was simply a matter of using third
parties. (Miller Aff. §10.)

All of this pre-dated the April 2011 Board meeting at which Mr. Okada stated that he had
a reservation about the Macau Pledge. In short, the notion that Mr. Okada objected to the Macau
pledge and Wynn Resorts swung into action to “punish” him is belied by the facts and the
chronology. Aruze has submitted no evidence to support its tale of retaliation — merely
innuendo — and no evidence that the other eleven members of the Board would have been
willing to go along with a program of “punishment.” Instead, as is clearly set forth in both the
Wynn and Miller affidavits, what led to the Freeh investigation were “red flags” about

Mr. Okada’s conduct that any responsible Board of a gaming company would have been negligent
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to ignore (Miller Aff. f 6-14; Wynn Aff. §{ 4-5), and what led to the redemption was the
evidence that Freeh uncovered, which represented a clear threat to Wynn Resorts’ gaming
licenses (Miller Aff. ] 17-20, 22-24).
3. Aruze’s stock ownership was “likely to jeopardize” the Company’s
gaming licenses, and the means of redemption addressed the risk that the
Wynn Board had identified.

Aruze also argues that the Wynn Board must have acted for an improper purpose — that
of “depriv[ing] Aruze USA of its rights as a stockholder — “[bJecause the Board’s attempt to
exchange Aruze USA’s shares for debt entirely failed to achieve its supposed objective —
elimination of the potential for scrutiny of Wynn Resorts by the Nevada [Gaming] Commission.”
(Aruze Br. 16.) This is so, Aruze argues, because “the Nevada Commission may investigate a
gaming licensee because of an affiliation with an unsuitable stockholder or debtholder,” and the
redemption “merely converted Wynn Resorts’ largest stockholder into its largest debtholder.”
(Aruze Br. at 16-17 (citing NRS 463.643(7)).)

Aruze is wrong. The Nevada Gaming Control Act makes a significant distinction between
stockholders and debtholders of publicly traded corporations like Wynn Resorts: it imposes
mandatory suitability determinations for large stockholders, but makes such determinations
discretionary for debtholders. Specifically, the Act provides that a “beneficial owner(] of more
than 10 percent of any class of voting securities of a publicly traded corporation registered with
the Commission ... shall apply to the Commission for a finding of suitability.” NRS 463.643(4)
(emphasis added). The statute thus provides that a 10 percent stockholder — like Aruze used to
be — must apply to be found, and must be found, suitable. In contrast, a debtholder faces no such
suitability requirement. The statute instead provides only that a debt holder “may be required to
be found suitable if the Commission has reason to believe that the person’s acquisition of the debt
security would otherwise be inconsistent with the declared policy of this state.” NRS 463.643(2)
(emphasis added). In other words, the Gaming Commission exercises discretion as to
debtholders, and the statute does not automatically require them to apply for a finding of

suitability.
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This 1s an important distinction, and it makes perfect sense. A 10% equity holder may
potentially have significant influence on the management of a corporation — influence that a
typical debtholder will not have. Indeed, gaming regulators understand and rely on this
statutorily-established and commonsensical distinction, just as Wynn Resorts did here.
Regulators will therefore allow persons who could not hold voting stock to nonetheless hold debt,
as shown in the accompanying affidavit of David Arrajj. (Arraj) Aff. 1922-24.) This is also
shown by the fact that the gaming regulators have now known of Aruze’s status as a debtholder
for seven months and have raised no issue.

Nor is there any merit to the other arguments that Aruze makes about Nevada gaming law.
Aruze has asserted that an “association with an ‘unsuitable’ person would only conceivably create
a problem for a gaming license after that person has been found by a gaming authority to be
unsuitable.” (Aruze Second Am. Countercl. §162.) “No law or regulation in Nevada,” claims
Aruze, “requires or even encourages gaming companies to redeem stock prior to a determination
of unsuitability by the Nevada Commission,” and so “the Company’s gaming licenses never faced
an imminent risk.” (Aruze Br. at 17.) Aruze asserts that, “[b]y [thus] advancing its own
premature ‘judgment’ as to a question of suitability, the Board disregarded the well-established
procedures and authority of the Nevada Commission for no apparent reason.” (Aruze Br. at 17.)

These contentions not only misstate what the Wynn Board did, but they also disregard
important features of the Nevada regulatory scheme. As for what the Board did: the Board did
not purport to make any “premature ‘judgment’ as to a question of suitability” as that term is
understood under Nevada gaming law. Instead, in accordance with the Articles of Incorporation,
the Wynn Board made a determination after receiving the Freeh Report that Aruze and Mr, Okada
were “Unsuitable Persons” within the meaning of Article VII because Aruze’s stock ownership
was “likely to jeopardize” the Company’s existing gaming licenses and its opportunities to obtain
new licenses. Indeed, the effect of this on a specific opportunity was discussed by the Board at
the February 18 meeting.

Beyond this, the actions the Wynn Board took were necessary to fulfill the Company’s

obligations under Nevada’s gaming regulations. As far as suitability is concerned, gaming
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licensees and registrants are not, to borrow a phrase, “potted plants.” They are not allowed to be.
Far from refraining from “encouraging gaming companies to redeem stock prior to a
determination of unsuitability by the Nevada Commission” (Aruze Br. at 17), Nevada law
affirmatively requires licensees and registrants to take independent and proactive steps toward
ridding themselves of unsuitable persons before gaming regulators have to do it for them. Indeed,
for this reason, other public companies have “unsuitable person” and redemption provisions in
their organizational documents that are essentially identical to the provisions in Article VII of the
Wynn Resorts Articles of Incorporation (Arrajj Aff. 49 17-18).

In addition, as explained in the Arrajj affidavit, the Gaming Commission and Gaming
Control Board, exercising authority under Gaming Commission Regulation 5.045, have ordered
Wynn Resorts to maintain and follow a “Compliance Program” that has been reviewed and
approved by the Commission and the Control Board. (Arrajj Aff. 19 11-15.) That program
specifically states that its purpose is to mitigate the “dangers of unsuitable associations and
compliance with regulatory requirements,” and it defines an “Unsuitable Person™ as anyone “that
the Company determines is unqualified as a business associate of the Company or its Affiliates
based on, without limitation, that Person’s antecedents, associations, financial practices, financial
condition, or business probity.” (Arrajj Aff. Ex. 5 at 1, 4.) The Compliance Program
affirmatively requires the Company’s Compliance Committee to investigate all senior executives,
directors, and key employees, “in order to protect the Company from becoming associated with an
Unsuitable Person.” (Arrajj Aff. Ex. 5 at 8.) The program also requires the Company to report to
Nevada gaming authorities to keep them “advised of the Company’s compliance efforts in
Nevada and other jurisdictions.” (Arrajj Aff. Ex. 5 at 1.) In particular, the Compliance Program
requires that “any known acts of wrongdoing” by any executive or director that are reported to the
Wynn Board must also be reported to the Chairman of the Nevada State Gaming Control Board
within ten business days of the report to the Board. (Arrajj Aff. Ex. Sat11.)

Thus, under the Nevada gaming regulations, Wynn Resorts has an affirmative obligation

to rid itself of potentially unsuitable persons before any regulator acts. Indeed, precisely because
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the Wynn Board had the tools at hand to deal with a probity problem itself, prior to any
government action, the more incumbent it was upon the Wynn Board to move proactively.

4. The “compelling justification” standard that Aruze proposes has no
application in these circumstances.

Aruze argues that in assessing the Wynn Board’s decision to effect the redemption of its
shares, the Court should disregard the business judgment presumption codified in NRS 78.138(3)
and instead apply the “compelling justification” standard of review applied in Blasius Industries,
Inc. v. Atlas Corp., 564 A.2d 651, 661 (Del. Ch. 1988). Since no Nevada court has addressed
Blasius, it is unclear whether a Nevada court would adopt the Blasius approach; but even if there
were some hypothetical circumstance in which Blasius could be applied to a Nevada corporation,
this is not that case.

Blasius involved a board decision that was taken in “immediate response” to a
stockholder’s effort to gain majority control of the board. One day after Blasius commenced a
stockholder consent solicitation that, if successful, would have increased the size of the Atlas
board from seven to fifteen and elected eight new directors nominated by Blasius, the Atlas board
increased the size of the board to nine and installed two new directors. /d. at 652. The effect of
the board’s action was to “preclud[e] the holders of a majority of [Atlas]’s shares from placing a
majority of new directors on the board . . . should they want to do s0.” Id at 655. Basedona
factual finding that the board had acted with the “primary purpose” of preempting the consent
solicitation, id. at 652, the Blasius court held that the board’s action was invalid absent a
“compelling justification.” /d. at 661.

The “compelling justification” standard of review is “rarely applied” by the Delaware
courts, Williams v. Geier, 671 A.2d 1368, 1376 (Del. 1996), and only in the narrow circumstance
where the “primary purpose of the board’s action was to interfere with or impede exercise of the
shareholder franchise.” Stroud v. Grace, 606 A.2d 75, 92 (Del. 1992). No state court in Nevada

has even cited the Blasius decision, much less applied the “compeliling justification” standard that
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it announced, and there is substantial reason to doubt whether Blasius is compatible with the
business judgment presumption embodied in NRS 78.138."°

But in any event, the facts in this case do not remotely warrant application of the Blasius
standard to the Wynn Board’s decision to redeem Aruze’s shares. The record makes clear that the
“primary purpose” of that Board decision was protecting the existing and potential future gaming
licenses of Wynn Resorts, not impeding an upcoming stockholder vote. When the Board made its
unsuitability determination in February 2012, no stockholder meeting had been scheduled, and no
stockholder meeting was on the horizon. And the Compliance Committee had retained Mr. Freeh
much earlier, in October 2011, which was months before Mr. Okada expressed any interest in
running a slate of directors. See Shamrock Holdings, Inc. v. Polaroid Corp., 559 A.2d 278, 286
(Del. Ch. 1989) (distinguishing Blasius on timing grounds; “the Management Transactions were
being considered, reviewed and . . . negotiated, for several weeks, if not months, before Shamrock
announced the proxy contest”). In short, there is nothing in the record to support the inference
that the “primary purpose” of the Wynn Board’s actions was to interfere with any stockholder
election."!

Another essential distinction between Blasius and this case is that Blasius involved an
effort to gain control of a board. Case law from Delaware makes clear that the Blasius standard

has no application outside the context of a contest for majority control of the board of directors.

See, e.g., Stroud, 606 A2d at 92 (holding that Blasius was inapplicable because the board’s

10 Aruze cites two decision from the Nevada federal court in which the “compelling
justification” standard of review was applied, but those cases, like Blasius itself, bear no factual
relation to the circumstances here. In Hilton Hotels Corp. v. ITT Corp., 978 F. Supp. 1342
(D. Nev. 1997), in direct response to Hilton’s announcement of a hostile tender offer and a proxy
contest, the ITT board took a series of steps that collectively “ensure[d] that ITT shareholders will
be absolutely precluded from electing a majority of the directors nominated under Hilton’s proxy
contest at the 1997 annual meeting.” Id at 1349. In Shoen v. AMERCO, 885 F. Supp. 1332
(D. Nev. 1994), the AMERCO board moved up the date of the annual meeting “for the purpose of
interfering with free and fair voting by the shareholders, by incumbent managers afraid that they
would lose an election held” on the originally scheduled date. Id. at 1344,

" Aruze’s claim that the Board was motivated by a desire to interfere with the stockholder
franchise is also inconsistent with the fact that the effect of the redemption was actually to

decrease the percentage of shares that Mr. Wynn was entitled to vote from 36% to 19.5%.
(Wynn Aff. §6.)
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actions were not in response to “any threat to its control™); Mercier v. Inter-Tel, Inc., 929 A.2d
786, 809 (Del. Ch. 2007) (“Post-Blasius cases . . . display understandable discomfort about using
such a stringent standard of review in circumstances when a stockholder vote has no bearing on
issues of corporate control.”); In re MONY Group, Inc. S’ holder Litig., 853 A.2d 661, 678 (Del.
Ch. 2004) (noting that Blasius review is only “implicated” when “the board’s control of the
corporation is at play”). Here, “control” of the Wynn Board was not an issue: Wynn Resorts has
a staggered board, and Aruze seeks at most two out of twelve seats. 12

Finally, even if this Court were to determine that the Blasius standard should apply here,
the Wynn Board’s actions would easily satisfy the standard. The Freeh Report provided a strong
basis for the Wynn Board to believe that Aruze’s status as a stockholder of the Company was
“likely to jeopardize” Wynn Resorts’ licensing status and prospects, and protecting that status and
those prospects was a “compelling justification” for the Board to take the action authorized by the
Articles of Incorporation. Under any standard of review, the Board acted appropriately.

D. Granting Aruze the Preliminary Injunction it Seeks Would be Ineguitable.

For all of the reasons set out above, Aruze has utterly failed to show any likelihood of
success on the merits of its claim, much less demonstrate that the record “clearly favors™ granting
the preliminary mandatory relief that Aruze seeks. But even apart from that failure of proof,
Aruze’s motion should be denied because granting a preliminary injunction would otherwise be
inequitable. This is so for several reasons: First, Aruze has failed to demonstrate that it will
suffer irreparable harm. Second, the balance of hardships weighs against an injunction. Third,

Aruze, having chosen to wait seven months to seek relief while it pursued a federal forum, is not

12 NRS 78.139 establishes a heightened standard of review that applies to director decisions

made in the face of a “potential change in control of [the] corporation” that “impede(]” the
stockholders’ ability to remove directors. NRS 78.139(2). All this statute does — even in
circumstances where it applies (and the Wynn Parties do not believe it applies here, given that the
Wynn Board was not acting in the context of a potential change of control) — is require the board
to have a reasonable perception of a threat and to take reasonably proportionate action in
response. /d  The Wynn Board’s actions would clearly satisfy this standard. Indeed, the
Delaware case that formulated this test, Unocal Corp. v. Mesa Petroleum Co., 493 A.2d 946 (Del.
1985), involved a board’s decision to repurchase shares from the public in a way that harmed a
single shareholder who was deemed a threat.
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entitled to relief under the doctrine of laches. Fourth, Aruze has unclean hands. Fifth, and
finally, an injunction would greatly disserve the public interest.

1. Lack of irreparable harm. Aruze cannot show “a clear case of prospective
injury” or that “extreme or very serious damage” would result if its motion is denied. It argues
that the loss of “its fundamental right to participate meaningfully in [a] corporate election[]”
automatically constitutes irreparable injury. (Aruze Br. at 19.) To begin with, the cases Aruze
cites (Aruze Br. at 11) are inapposite: they involved circumstances where the status quo was that
the parties seeking relief were actual stockholders at the time, and the stockholders were seeking
injunctive relief that would allow them to vote the shares that they actually owned, relief that

would thus prevent irreparable harm."

Here, in contrast, the status quo is that Aruze no longer
holds any shares and has no right to vote. Aruze can suffer no irreparable harm by being denied
the right to vote non-existent shares.

And even if it were still a stockholder, the only way in which Aruze could conceivably
suffer “harm” is that, under the 2010 Stockholders Agreement, it would arguably have the right to
designate two nominees for election to the Wynn Board. The inability to nominate such a small
minority of directors cannot constitute irreparable harm.' In any event, even if that were not so,
the harm to Aruze from the deprivation of the ability to designate two members of the Board

would not be irreparable in the absence of an injunction: courts have the power to set aside

director election results even after the fact if the election took place in violation of law."?

1 See, e.g., Shoen v. AMERCO, 885 F. Supp. 1332, 1352 (D. Nev. 1994) (*““the denial or
frustration of the right of shareholders to vote their shares ... amounts to an irreparable injury’”

(citation omitted; emphasis added)) (cited in Aruze Br. at 10), vacated pursuant 1o settlement,
No. CV-N-94-475-ECR, 1995 WL 936692 (D. Nev. Feb. 10, 199)).

14 See HF. Ahmanson & Co. v. Great W. Fin. Corp., No. Civ. A. 15650, 1997 WL 305824,
at *11 (Del. Ch. June 3, 1997) (denial of ability to elect minority three directors prior to vote on
merger held to be “in no sense irreparable”).

13 See, e.g., Pantry Pride, Inc. v. Rooney, 598 F. Supp. 891, 899 (S.D.N.Y. 1984) (finding no
irreparable harm and denying preliminary injunction against shareholder vote because “the Court
has the power . . . to set aside the election”); Portnoy v. Cryo-Cell Int’l, Inc., 940 A.2d 43, 82
(Del. Ch. 2008) (setting aside election results and “order[ing] a prompt special meeting at which a
new election will be held and presided over by a special master”); Wright v. Cent. Cal. Water Co.,
67 Cal. 532, 532-33 (1885) (affirming order setting aside election).

25

PA000536




PISANELLI BICE PLLC
3883 HOWARD HUGHES PARKWAY, SUITE 800

LAS VEGAS, NEVADA 89169

W 0 ~1 O b R W N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

2. Balance of hardships. Not only would denial of the injunction impose no harm
upon, but granting the injunction could injure Wynn Resorts greatly. If Aruze’s former shares are
reissued, then approximately 20% of Wynn Resorts’ stock will be in the hands of an entity that,
on the basis of undisputed evidence, was found by the Board to be an “Unsuitable Person” to hold
such stock. As Mr. Arrajj explains in his affidavit, that type of association with an entity that
lacks the “probity” required by the Nevada regulations could seriously endanger Wynn Resorts’
licensing status. (Arrajj Aff. 49 9-16.) And any adverse effect on the Company’s licensing status
would, of course, be incredibly damaging to Wynn Resorts’ business.

This constitutes another basis for the denial of the requested injunction. “In considering
preliminary injunctions, courts also weigh the potential hardships to the . . . parties.” Univ. &
Cmty. Coll. Sys. v. Nevadans for Sound Gov't, 120 Nev. 712, 721, 100 P.3d 179, 187 (2004).
And “[w]here ... the effect of the injunction would be disastrous to an established and legitimate
business though its destruction or interruption in whole or in part, strong and convincing proof of
the right on the part of the complainant, and of the urgency of his case, is necessary to justify an
exercise of the injunctive power.” Rhodes Mining Co. v. Belleville Placer Mining Co., 32 Nev.
230, 106 P. 561, 562 (1910). Here, the balance of hardship strongly favors denial of preliminary
relief.

3. Laches. Beyond this, granting an injunction here would be inequitable in light of
Aruze’s unjustified delay in bringing its motion. Its shares were redeemed seven months ago, and
it was well aware then that Wynn Resorts must hold a stockholders’ meeting annually for the
election of directors. It could have made its application for relief months ago. Instead, it wasted
time pursuing an improper removal of this case to the federal court — which actually imposed
sanctions upon Aruze for its unreasonable conduct. In the meantime, Wynn Resorts and the
investing public have come to rely on the fact that Wynn Resorts had rid itself of the regulatory
problems that the Company’s relationship with Aruze and Mr. Okada could engender. This
“unreasonable delay” on Aruze’s part constitutes laches. Building & Constr. Trades Council of

N. Nev. v. Public Works, 108 Nev. 605, 610-11, 836 P.2d 633, 636-37 (1992) (one-month delay

26
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constitutes laches); Carson City v. Price, 113 Nev. 409, 411, 934 P.2d 1042, 1043 (1997)
(eight-month delay constitutes laches).

4, Unclean hands. Equitable relief should also be denied because of Aruze’s
unclean hands. “The unclean hands doctrine generally ‘bars a party from receiving equitable
relief because of that party’s own inequitable conduct.”” Las Vegas Fetish & Fantasy Halloween
Ball, Inc. v. Ahern Rentals, Inc., 124 Nev. 272, 275, 182 P.3d 764, 766 (2008) (citation omitted).
Here, it was Aruze’s principal’s improper conduct — as reflected by the unrebutted evidence of
the Freeh Report — that led to circumstances from which Aruze now asks this Court for relief.
Aruze has not come to this Court with clean hands, and is therefore not entitled to relief.

5. Public interest. Finally, “[i]n considering preliminary injunctions, courts also
weigh . . . the public interest.” Univ. & Cmty. Coll. Sys., 120 Nev. at 721, 100 P.3d at 187. Here,
the public interest is reflected in the regulatory structure that the State of Nevada has erected for
the gaming industry. Everything that Wynn Resorts did furthered the declared public policy of
this State, and what Aruze asks this Court to do now is to undo it all. That would surely be

inimical to the public interest.

27

PA000538




PISANELLI BICE PLLC
3883 HOWARD HUGHES PARKWAY, SUITE 800

LAS VEGAS, NEVADA 89169

OO0 ~ N h R W RN e

ST T S T TR NG T NG R N v I e T T e e B e e ey

IV. CONCLUSION

For the foregoing reasons, as well as the reasons stated in the opposition submitted by
Stephen A. Wynn, Aruze’s application for injunctive relief should be denied in its entirety.

DATED this 20th day of September, 2012,

PISANELLI BICE PLLC

By: __/s/ James J. Pisanelli
James J. Pisanelli, Esq., Bar No. 4027

Todd L. Bice, Esq., Bar No. 4534

Debra L. Spinelli, Esq., Bar No. 9695
Jarrod L. Rickard, Esq., Bar No. 10203
3883 Howard Hughes Parkway, Suite 800
Las Vegas, Nevada 89169

and

Paul K. Rowe, Esq. (pro hac vice pending)

Bradley R. Wilson, Esq (pro hac vice pending)
Grant R. Mainland, Esq. (pro hac vice pending)
WACHTELL, LIPTON, ROSEN & KATZ

51 West 52nd Street
New York, NY 10019

and

Robert L. Shapiro, Esq. (pro hac vice forthcoming)
GLASER WEIL FINK JACOBS HOWARD
AVCHEN & SHAPIRO, LLP

10259 Constellation Boulevard, 19th Floor
Los Angeles, CA 90067
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PRELIMINARY INJUNCTION properly addressed to the following:

Paul R. Hejmanowski, Esq.

Charles H. McCrea, Esq.

LIONEL SAWYER & COLLINS
300 South Fourth Street, Suite 1700
Las Vegas, NV 89101

Linda Chatman Thomas, Esq.

Paul M. Spagnoletti, Esq.

Greg D. Andres, Esq.

DAVIS POLK & WARDWELL LLP
450 Lexington Avenue

New York, NY 10017

Howard M. Privette, Esq.

William F. Sullivan, Esq.

John 8. Durrant, Esq.

PAUL HASTINGS LLP

515 South Flower Street, 25th Floor
Los Angeles, CA 90071

/s/ Kimberly Peets

An employee of Pisanelli Bice, PLLC
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Sep 10 2012 10:07AM E Wynn (702) 399-4466 page 1

1 DECLARATION OF ELAINE P. WYNN
2 | ELAINE P. WYNN, declares as follows: | |
3 1. [ am overthe ~age: of eighteen and am competent to make this Declaration. 'V.Tbis '
4 || Declaration is based upon my personal knowledge unless otherwise so stated, and if called upon
5 | totestify, I would testify as set forth herein. |
6. 2.  Inits Motion f{)r Preliminary Injunction, Aruze USA, Inc. (“Aruze”) and Universal
7 || Entertainment Corp. (“Universal”) claim that I admitted, “Wynn Resorts was not in imminent
8 | danger of losing any gaming licenses.” (Prelim. Inj. Mem. at 1.) This is not true.
9 3. Aruze and Universal alleged in their First Amended Counterclaim that one of the
10 § bases upon which the redemption of Wynn Resorts stock could take place was a showing fhat a
11 | person had caused the corpora?:ion or its affiliates “to lose or to be threatened with the loss-of any
12 | Gaming License” and that this had not occurred. (§161.) In my Answer, I admitted that this was
13 | not the prong of the Articles of Incorporation upon which I understood the Board to have acted in - |
14 || effecting the redemption: specifically, 1 admitted that the company and its affiliates “have not
15 ! lost, and have not been threatened with the loss‘_of, a gaming license, and that she did not
16 | understand the redemption to Be based on such a loss or threatened loss.” (Answer ]161.) “The
17 | basis for this statement was my understanding that no regulatory authority had rescinded Qf
18 | threatened to.rescind a gamning license.
19 4. 1 understood that the redemption took place under the prong of the Articles of
20. | Incorporation that anthorized gedempﬁon where a person, “in the sole discretion of the board of
21 | directors of the Corporation, is deemed likely to jeopardize the Corporation’s or any Affiliated
22 Compény’s application for, receipt of approval for, right to the use of, or entitlement to, any
23 | Gaming License.” This is coﬁéistmt with Wynn Resorts’ complaint against Okada, (Complaint
24 || 76.) Although Okada alleges that no such showing was made (First Amended Connterclaim
25 | 9163), 1 denied that allegation (Answer 1163). |
26 S. In short, I did'ﬁbt admit that Wynn Resorts was not in “imrninent danger” of losing
27 | alicense, onl_j»r that no such revocation had been “threaténed” by a gaming authority. I voted for
28| the rcdemptic_in based on a shdwing that Mr, Okada was.a person who was “likely to jeopardlze s
18§44104.1
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Sep 10 2012 1007AM E Wymn (702) 399-4466 page 2

1 | the Corporation’s or any Affiliated Company’s application for, receipt of approval for, right to the

use of, or entitlement to, any Gaming License.”"

1 declare under penalty of perjury that the foregoing is true and correct.

2

3

4

5 . Dated this /4 fﬁday of September, i20'1 2.
; |

! Elaine P. Wymn
8

9

10
11
12
13
14

15

16
17
18
19
20
21
22
23
24
25 -
26
27
28

18544104.1
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CLERK OF THE COURT

AFFT

James J. Pisanelli, Esq., Bar No. 4027
JJP@pisanellibice.com

Todd L. Bice, Esq., Bar No. 4534
TLB@pisanellibice.com

Debra L. Spinelli, Esq., Bar No. 9695
DLS@pisanellibice.com

PISANELLI BICE PLLC

3883 Howard Hughes Parkway, Suite 800
Las Vegas, Nevada 89169
Telephone: 702.214.2100

Paul K. Rowe, Esq. (pro hac vice pending)
pkrowe@wlrk.com

Bradley R. Wilson, Esq. (pro hac vice pending}
brwilson@wlrk.com

Grant R. Mainland, Esq. (oro hac vice pending)
grmainland@wlrk.com

WACHTELL, LIPTON, ROSEN & KATZ
51 West 52nd Street

New York, NY 10019

Telephone: 212.403.1000

Robert L. Shapiro, Esq. (pro hac vice forthcoming)
RS@glaserweil.com

GLASER WEIL FINK JACOBS HOWARD
AVCHEN & SHAPIRO, LLP

10259 Constellation Boulevard, 19th Floor
Los Angeles, CA 90067

Telephone: 310.553.3000

Attorneys for Wynn Resorts, Limited, Linda Chen,
Russell Goldsmith, Ray R. Irani, Robert J. Miller,

John A. Moran, Marc D. Schorr, Alvin V. Shoemaker,
Kimmarie Sinatra, D. Boone Wayson and Allan Zeman

DISTRICT COURT
CLARK COUNTY, NEVADA
WYNN RESORTS, LIMITED, a Nevada Case No.: A-12-656710-B
Corporation,
Dept. No.:  XI
Plaintiff,
VS, AFFIDAVIT OF DAVID R. ARRAJJ

IN SUPPORT OF WYNN PARTIES'
KAZUO OKADA, an individual, ARUZE OPPOSITION TO MOTION FOR

USA, INC., a Nevada corporation, and PRELIMINARY INJUNCTION
UNIVERSAL ENTERTAINMENT CORP.,
a Japanese corporation, Date of Hearing:  October 2, 2012

Time of Hearing:  8:30 a.m.
Defendants.
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1 || STATE OF NEVADA .
5 || COUNTY OF CLARK =
3 DAVID R. ARRAJJ, being duly sworn, deposes and says:
4 1. I am a resident of Clark County, Nevada. T make this affidavit based upon
5 || personal knowledge unless otherwise so stated and, if ca!led to testify as a wiiness, could testify
| 6 || competently to the contents hereof.
i 7 2, I am a shareholder in the law firm of Brownstein Hyatt Farber Schreck, LLP
: 8 |[(“BHFS”), and I am a member of the State Bar of Nevada. My principal area of practice is
9 || gaming law, and I have acted as gaming law counsel to Wynn Resorts, Limited (“Wynn Resorts™)
10 ||both generally and in connection with matters relating to Kazuo Okada, Aruze USA, Inc.
! 8 11 || (“Aruze™), and Universal Entertainment Corporation (“Universal”). Before joining BHFS, I
| E% 12 ||served as corporate counsel for Park Place Entertainment Corporation and Hilton Gaming
| Eg% 13 || Corporation, as vice president and general counsel of Bally’s Las Vegas, as a Deputy Attorney
i ggg 14 || General for the New Jersey Division of Gaming Enforcement, and as Special Counse! for
.l é%; 15 || Licensing and Director of the License Division of the New Jersey Casino Control Commission.
EE% 16 3. I respectfully submit this affidavit in opposition to the motion of defendants and
éq 17 || counterclaimants Aruze and Universal, and specifically to respond to certain incorrect factual
li % 18 || assertions made in support of that motion and in the counterclaims in this case.
5 19 4, In particular, Aruze and Universal assert that Wynn Resorts acted improperly in
70 |{redeeming Aruze’s shares in the absence of any determination by Nevada gaming authorities that
ﬁ 91 || Okada was an “unsuitable person” under Nevada gaming law. Aruze and Universal argue that
22 || Wynn Resorts, “[b]ly [thus] advancing its own premature ‘judgment’ as to a question of
| 23 || suitability, the Board disregarded the well-established procedures and authority of the Nevada
24 || Commission for no apparent reason.” Aruze Br. at 17. Aruze and Universal also assert that
| 25 || “association with an ‘unsuitable’ person would only conceivably create a problem for a gaming
; 26 || license after that person has been found by a gaming authority to be unsuitable.” Aruze Second
\‘ 27 || Amended Counterclaim § 162,
| 28
|
| 2
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5. These assertions are incorrect, and they misconceive the basis upon which
Wynn Resorts’ board acted to redeem the Aruze shares as well as Wynn Resorts’ obligations to
comply with the gaming law of Nevada.
6. To begin with, the Wynn Resorts board did not purport to make any “premature |
‘judgment’ as to a question of suitability” as that term is understood under Nevada gaming law.
Instead, it made a determination that Okada was an *Unsuitable Person” as that term is
specifically defined in Wynn Resorts’ Articles of Incorporation, which are attached as Exhibit 1
to this affidavit.
7. Article VII of Wynn Resorts’ Articles of Incorporation, entitled “Compliance with
Gaming Laws,” defines an “Unsuitable Person” not solely as someone who has been found to be
unsuitable by gaming regulators, but rather alternatively as someone who
in the sole discretion of the board of directors of the Corporation, is
deemed likely to jeopardize the Corporation’s or any Affiliated
Company’s application for, right to the use of, or entitlement to, any
Gaming License.

Exhibit 1, at Art. VII, § 1(I) (emphasis added).

8. In 2004, Wynn Resorts and Wynn Las Vegas, LLC filed applications for
registration as publicly traded corporations (the “2004 Applications™), which were approved by
the Nevada Gaming Commission on March 24, 2005, The Nevada Gaming Control Board
reviewed the Wynn Resorts Articles of Incorporation in early 2004 as part of its investigation into
the 2004 Applications. Further, as part of the investigation into the 2004 Applications, the
Wynn Resorts Form 10-K filed with the U.S. Securities and Exchange Commission (“SEC™) on
August 28, 2003, and Amendment No. 6 to the Form S-1 Registration Statement of Wynn Resorts
filed with the SEC on October 22, 2002, were provided to the Nevada Gaming Contro]l Board
staff. These filings included comprehensive summaries of the redemption provisions contained in
the Wynn Resorts Articles of Incorporation. From March 2005 until May 2011, Wynn Resorts
was required to file with the Nevada Gaming Control Board a copy of any material document
filed with the SEC. Many of these filings, including all of Wynn Resorts’ Form 10-Ks, included a

similar comprehensive summary of the redemption provisions.
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9. The “suitability” standard in Wynn Resorts’ Articles differs importantly from the
“suitability” standard applied by the Nevada gaming regulators to applicants and license holders.
The Articles of Incorporation’s definition of suitability is a prophylactic standard that allows the
Board to take action in advance of an actual administrative determination. This protects the
Company by allowing the Board to deem unsuitable anyone who is “likely to jeopardize” its
gaming licenses, either by being found unsuitable by regulators or by otherwise causing
regulatory problems for the Company.

10,  Importantly, the Articles of Incorporation’s prophylactic definition of unsuitability
serves to fuifill Wynn Resorts’ obligation under Nevada gaming law to police itself and to take
independent and proactive measures to rid itself of unsuitable persons before it becomes
necessary for gaming regulators to take action.

11.  Nevada Gaming Commission Regulation 5.045 provides that the Commission may
condition the approval of a licensee or registrant on the “implementation of a compliance review
and reporting system by the licensee or registrant.” And Regulation 5.045(4) makes clear that
such a compliance review and monitoring system must address issues of continuing suitability
and must be embodied in a written plan approved by regulators:

The compliance review and reporting system shall be created for the
purpose of monitoring activities relating to the licensee’s or
registrant’s continuing qualifications under the provisions of the
Nevada Gaming Control Act and regulations of the commission in
accordance with a written plan to be approved by the board

administratively or as otherwise ordered by the commission.
(Emphasis added.)

In addition, Regulation 5.045(6)(a) provides that “[t]he activities to be monitored” may include
“la]ssociations with persons . . . who may be deemed to be unsuitable to be associated with a
licensee or registrant.”

12.  Acting pursuant to Regulation 5.045, the Gaming Commission and Gaming

Control Board imposed just such a condition on Wynn Resorts, Limited’ and
Wynn Las Vegas, LLC. Thus, on March 24, 2005, the Commission and Control Board issued
Orders of Registration for Wynn Resorts, Ltd. and Wynn Las Vegas, LLC that required

Wynn Resorts to “establish and maintain a gaming compliance program”
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for the purpose of, at a minimum, performing due diligence,
determining the suztabzhty of relation.s'ths with other entities and
individuals, and to review and ensure compliance by Wynn Resorts,
Limited, Wynn Las Vegas, LLC, their subsidiaries and any affiliated
entities, with the Nevada Gaming Control Act (the “Act”), as
amended, the Commission’s Regulations (the “Regulations”™), as
amended, and the laws and regulations of any othér jurisdictions in
which Wynn Resorts, Limited, Wynn Las Vegas, LLC[,] their
subsidiaries and any affiliated entities they operate, The gaming
compliance program, any amendments thereto, and the members of
the compliance committee, at least one such member who shall be
independent and knowledgeable of the Act and Regulations, shall be
administratively reviewed and approved by the Chairman of the
Board or his designee. Wynn Resorts, Limited shall amend the
gaming compliance program or any element thereof, and perform
such duties as may be assigned by the Chairman of the Board or his
designee, related to a review of activities relevant to the continuing
qualification of Wynn Resorts, Limited, Wynn Las Vegas, LLC,
their subsidiaries and any affiliated entities under the provisions of
the Act and Regulations.

Orders of Registration § 10, In re Wynn Resorts, Ltd. and Wynn Las Vegas, LLC, File No. SD-171
(Nev. Gam. Comm’n & St. Gam. Control Bd. Mar. 24, 2005) (Exhibit 2 hereto) (emphasis
added). The Gaming Commission and State Gaming Control Board have since issued Revised,
Second Revised, and Third Revised Orders of Registration that, in substantially identical
language, require Wynn Resorts and Wynn Las Vegas to continue to “maintain its gaming
compliance program.” Second Revised Orders of Registration § 12, In re Wynn Resorts, Ltd, and
Wynn Las Vegas, LLC, File No. SD-171 (Nev. Gam. Comm’n & St. Gam. Control Bd. Jan. 27,
2011) (Exhibit 3 hereto); Third Revised Orders of Registration § 12, In re Wynn Resorts, Ltd. and
Wynn Las Vegas, LLC, File No. SD-171 (Nev. Gam. Comm’n & St, Gam. Control Bd. Aug. 23,
2012) (Exhibit 4 hereto) (emphasis added).

13.  That gaming compliance program, attached hereto as Exhibit 5, specifically states
that its purpose is to mitigate the “dangers of unsuitable associations and compliance with

regulatory requirements”:

In order to maintain the highest standards of compliance with the
regulatory requirements imposed upon gaming operations in Nevada,
Wynn Resorts, Limited (the “Company”) has established a program
designed to protect the integrity and reputation of the Company. The
nature of the gaming businesses in which the Company will be
engaged requires particular sensitivity to the potential dangers of
unsuitable associations and noncompliance with regulatory
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requirements. It is for this reason that the Company has developed
this program for investigation and reporting in various areas of the
Company’s business activities.

Exhibit 5 at 1.

14.  The compliance program defines an “Unsuitable Person” as anyone “that the
Company determines is unqualified as a business associate of the Company or its Affiliates based
on, without limitation, that Person’s antecedents, associations, financial practices, financial
condition, or business probity.” Id. at 4. The program charters a Compliance Committee that is
charged with, among other things, investigating all senior executives, directors, and key
employees, “in order to protect the Company from becoming associated with an Unsuitable
Person.” Id. at 8. And it requires the company to report to Nevada gaming authorities to keep
them “advised of the Company’s compliance efforts in Nevada and other jurisdictions.” Id, at 1.
In particular, the compliance program requires that “any known acts of wrongdoing” by any
executive or director that are reported to Wynn Resorts’ board must also be reported to the
Chairman of the Nevada Gaming Control Board within ten business days of the report to the
Wynn Resorts® board. Id. at 11.

15.  Regulation 5.045, the registration order, and the gaming compliance program
together make clear that Aruze is flatly wrong to assert that “association with an ‘unsuitable’
person would only conceivably create a problem for a gaming license after that person has been
found by a gaming authority to be unsuitable.” Aruze Second Amended Counterclaim 9§ 162.
Wynn Resorts’ compliance progi'am has been mandated by the Gaming Commission and the State
Gaming Control Board pursuant to Commission Regulation 5.045 and the registration order, and
any failure to follow the program would constitute a violation of the Gaming Control Act.
Wynn Resorts is legally required to actively monitor its directors for potential unsuitability under
Nevada law, and to take action if it finds any such potential unsuitability,

16.  Thus, it is an important feature of the Nevada regulatory scheme that licensees and
registrants must actively take steps to monitor themselves for, to prevent, and to rid themselves
of, potentially unsuitable associations. This obligation to self-police is fully consistent with the

requirement in NRS 463.170(8) that persons who have been licensed or found suitable “continue
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to meet the applicable standards and qualifications™ for licensing and suitability. Article VII of
Wynn Resorts® Articles of Incorporation, which, as noted, deems unsuitable anyone “deemed
likely to jeopardize” the company’s gaming licenses, is an important part of Wynn Resorts’
efforts to comply with its obligations under Nevada law,

17.  Given Nevada’s requirements that gaming licensees and registrants police
themselves for potentially unsuitable associations, it is not surprising that other publicly-traded
gaming corporations have adopted certificates of incorporation that contain “unsuitable person”
definitions and stock-redemption provisions similar to the one contained in Wynn Resorts’
Articles. Thus, for example:

o The certificate of incorporation of Caesars Entertainment Corporation, attached
hereto as Exhibit 6, provides that an “Unsuitable Person” includes anyone who “is
deemed likely, in the sole and absolute discretion of the Board of Directors, to . . .
impair, threaten or jeopardize any Gaming License held by the Corporation,” and
provides that securities owned by an “Unsuitable Person” may be redeemed by the
board. Exhibit §§ 5.1(s), 5.4(a).

o The certificate of incorporation of Global Cash Access Holdings, Inc., attached
hereto as Exhibit 7, provides that an “Unsuitable Person” is anyone “whose
ownership of Shares . . . will result in the Corporation losing a Gaming
License, ... as determined by the Corporation’s Board of Directors, in its sole
discretion,” and provides that securities owned by an “Unsuitable Person” may be
redeemed by the board. Exhibit 7 §§ X(A)(1), X(F)(10) (emphasis added).

e The certificate of incorporation of Pinnacle Entertainment, Inc., attached hereto as
Exhibit 8, defines “Unsuitable Person” as including any person “who, in the sole
discretion of the Board of Directors of the corporation, is deemed likely to
jeopardize the corporation’s right to the use of or entitlement to, any Gaming
License,” and provides that securities owned by an “Unsuitable Person” may be
redeemed by the board. Exhibit 8 §§ XIII(A)(13), XII(C)(1).

18.  Accordingly, as these examples show, there is nothing unusual about the
provisions in Wynn Resorts’ Articles of Incorporation that authorize the board to make a finding
that a stockholder is unsuitable and that the stockholder’s shares should be redeemed.

19.  Finally, there is no merit to Aruze’s contention that redemption of Aruze’s shares

in exchange for a note “was legally incapable of achieving its stated purpose because it merely
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converted Wynn Resorts’ largest stockholder into its largest debt holder.” Aruze Br. at 17; see
also Second Amended Counterclaim 9§ 162 (alleging that redemption makes “Aruze USA . . .
Wynn Resorts’ largest holder of debt — a circumstance which would be impermissible under
Nevada law if Aruze USA were truly ‘unsuitable.””). Contrary to Aruze’s contention, the Nevada
Gaming Control Act makes a significant distinction between stockholders and debtholders of
registered publicly traded corporations like Wynn Resorts,

20.  Specifically, the Gaming Control Act provides that a holder of 10 percent or more
of any class of voting securities in a publicly traded corporation registered with the Nevada
Gaming Commission “shall apply to the Commission for a finding of suitability.”
N.R.S. 463.643(4) (emphasis added). This application is mandatory and not discretionary. In
contrast, a person who acquires the debs of a publicly traded registrant does not face such a
mandatory application requirement. Instead, the statute provides only that a debtholder “may be
required to be found suitable if the Commission has reason to believe that the person’s acquisition
of the debt security would otherwise be inconsistent with the declared policy of this state.”
N.R.S. 463.643(2) (emphasis added).

21.  Thus, whether a debtholder must apply to be found suitable turns upon the
discretionary judgment of the Commission, whereas a 10 percent stockholder must apply and be
found suitable. A suitability determination for a debtholder will be made only if the debtholder is
requested or “called forward” by the Commission to make an application. And only if a
debtholder is called forward and found unsuitable would the corporation be required to redeem
the holder’s debt. See N.R.S. 463.585(3).

22, In light of this important distinction between significant stockholders and
debthoiders, the gaming regulators have not rigidly required redemptions of unsuitable
stockholders’ shares to be made in exchange for cash. Instead, aware that forced cash
redemptions could cripple a licensee or registrant, regulators have been willing to permit
redemptions for debt.

23. For example, in May 1979, the Nevada Gaming Control Board initiated procedures

to revoke the licenses of Allen Giick to conduct gaming operations; through stock he held in a
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holding company, Glick was a significant owner of the Stardust and Fremont Hotels. Glick
entered into an agreement with the Nevada Gaming Commission under which he stipulated to the
revocation of his gaming licenses, but the revocation was temporarily held in abeyance so that he
could sell his interests to a qualified buyer. The Commission ultimately allowed Glick to sell his
shares in exchange for notes from the buyer of his interests, and he was allowed to hold those
notes after the Commission revoked his licenses. See Petition for a Writ of Certiorari, Rockman v.
United States, No. 87-1543, 1988 WL 1094551, at *11 (U.S. filed Mar. 14, 1988); see also United
States v. Thomas, 759 F.2d 659, 665 (8th Cir. 1983).

24, Similarly, in 1980, the New Jersey Casino Control Commission concluded that
Clifford and Stuart Perlman, two major shareholders of Boardwalk Regency Corporation’s parent
company, Caesars World, Inc., were not qualified. As a result, the Control Commission gave
Boardwalk and Caesars the choice of either “(1) . . . irrevocably and completely separat[ing] the
Perlmans from the corporate family or (2) . . . withdraw[ing] from casino operations in
New Jersey.” In re Boardwalk Regency Casino Application, 10 N.J. AR. 295, 332 (1980)
(Exhibit 9 hereto). Caesars chose to purchase the Perlmans’ shares, and was allowed by the

regulators to use promissory notes as part of the purchase price. See id.

DAVID R. ARRAT]

Subscribed and sworn to in my presence this
28%%4 day of September, 2012

SRR DOROTHY K. HENSHAW
f T Notary Public State of Navedn
Ly No. 96-3065-1
My” My appt. exp. Apr. 12, 2014
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This Form is to Accompany Reg ¢ o Nevads

{Purstantto NRS TEANT OFLETT)
{¥his form may alsoe be used {o acoompany Restated Asticles for
Limited-Linhility Companies and Cerfificates of Limited Partuership
and Business Trusts)
« Remit in Duplicata -
1. Nams of Nevada siiily as last ecarded In this office;
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2. Indicate what changma have been mads by r:hua wing the apgroprate spaces,”

The entity name has been amended.

The resident agent has bean changed.
{attach Cerlificate of Acceptance from new resident agent)

‘The purposa of the eniity has baen amendad.

The authorized shares have been amended.

‘Ths direciors, managers or ganeral parners have been amendad.

' The duration of the enﬁi‘;.r has been amended,

1 IRS tax language has bean added.

1 Arlicles have been addad to the ariisles or cortificale.

Articies have baen dafeted from the articles or catlificate.

T None of the mbove apply. The arlicles or ceriificats have been amendad as foflows:
fprovide article numbers, f avallablel

Arhcit IV, Bootluge 23 K bowd will become classifed ngon tie elfectivenss of the J¥0.

{mme ¥, Sectier I The provisions regurding the nuncher of direstors znd proviving Tor the dassified hoard sannot be
fanended withous the approval of st Teast 652355 of the isoed nnd cutstanting steck.

T

e

* Thig formis to sccompany Fv‘;e.staiar‘ Articles w u»h cmiain rrewiy atared or amended ardicles

The Restated Articles mustcontain al of the rquirements as set forih in the statutes foramending
or altering Articles of Incorporation, Arlides of Organization or Cerlificates of Limiied Partnership

IMRORTANT: Failure to include any of the above infosmalion and remit the ;:mpc&r foes may cause
this filing 1o be rejpciad.
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designated by a

W“W\"Mﬂ‘%

SECOND AMENDED AND RESTATED ARTICLES OF INCORPORATIONCEp § 8 2007

OF

WYNN RESORTS, LIMITED

WYNN RESORTS, LIMITED (the ('”erﬂnraﬁon”} 3 mrp{sz*ation crpanized vmdsr

the faves of the Siate of Mevads, by Its Udef Brerafve OF

W e v et
5

e vy SCERY coruly that;
j- l

Pursuant ta the provisions of Bections 78.3 390 and Fe} AG3 of Nevada Revived
Statuies ("’N*RS"} the Corpontiion hereby amuends aud zestates s articles of ineorporativn ws
follows:

2.

The amendment and restatorpent of the Adicles of }'nc,urpo':‘.aﬁon aw sét foxth
bslaw was adopied by the Corpotation's board of divectors by the nnacimons writion consent

as of Septamber 16, 2002 in accordancs with fhe provisiens of NRS 78315 and RS
78.390. |

3. e smendment and restatement of the Aniztes

of Incarparation as set Torth
below was approved by the written conseat of the sole stmkhaldu ag of September 15
2002, y

4,

That the vadersimnsd officer has been suthorized and direated by fhe bosrd of
dirertors 1o exeoute and file this

certificate seiting forth the toxt of the Acticles of
Incorpuration of the {.::erar'mon as arnended and restated fn its erdizety to this date ag
follows:

ARTICLE
NAME-*

The name of the corporation i Wyna Regorts, Limited (the "Corporation™)

ARTICLEH
CAPITAL STOCK

Section 1. Awthodzed Shares. The apgeemate poxaber of shaxes which ftha

Corporation shall bave anthority 1ssn¢ is four hundred ;mi i‘oriv million (44{‘! G{}G QQO}
shaves, consisidng of b classes fo g ;i M“\.‘Lc.l»t.i

"Preforred Stoek,"” 1

partY PRI L«:} , CIXBNITR QL.U&;-W and

vith all of such shares. h'mng a pavvalue of $.01 por share, Thetotal
number of shares of Common Sodk that the Corporation shall have authority to issas 1 four
husidhred milion (400,000,000) shaces. The tolsl sumber of shares of Preferred Stock that

ihe Corpomtion shall have nuthority to issue ia forty million (40,000,000} shares, The
Preferxad Stock may be issued inone or weowe series, dach sedes 1o be sppropdately

il a distinguishing lafier or title, prior fo the issvance of any shaws thereof The
vcmng pow“r: designations, preferences, limitations, ¥

ey

eutiictions, snd welative, pd“ﬂczpqmm
aptional and other rights, and the qu; alifications, Hmitations, ot restriciions fhereof, of the

Preferred Stock shall hereinafter be preserited by rasolution of the boasd of dmciars

purstent 1o Section 3 of thig Asticle 1

-
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Seatten 2. Commoy Stogk,

(1) Dividend Raie. Subjesi to the righis of holders of any Preferred ‘siﬂ ek
having preforence as to dividends aud except a5 otherwise provided by these Articles o
Ineorporation, as amended Form tine to fime (hareinafter, the "Axticles”) or the NES, m
hoiders of Common Stock shall be entitled to feceive dividends wher, o5 and i declured by
the board of directors out of assets Jegally available therefor. -

()  Yoling Riphls, Bxcept as othorwiss provided Re sha MG a0 s

of the issued and wtﬁt‘za{imu shams: of Common Stock shall b entitied to one Yot & or each
share of Common Stack, Na holder of shanes of Common Stock shell have the nuht in

camulate voles,

(£ Liguidstion Rights. In the event of Byuidetion, dissoletion, or
winding up of the affairs of tha & {h,mrauon, wheiher voluniary or involuniary, subjeet to the
rior rights of holders of Preferred Stnek to shass vatably in the Corporation's assets, the
Crormrnon Stock and any sheres c:nf Proforeed Stock which are not entitied 1o suy profercnce in
Beeidation shall shaee f:qusuiy aned atably in the Corporation's agsets available for
diztribution after giving effect o aﬂ_s Hemidation preforonce of any shares of Preferrad Stock
A merger, convergion, exchange or cansolidation of the Carparation with or fnte any other
pemo o sale or ir:m.sfc:l of all ox any part of the assets of the Corporation (which shall not
in fact result in the Hguidation of the Corporation.and the distribution of assets fo
stockholders) shall not be desmed 16 be & voluatary or invelantery Bguidation, dissolufion or
winding up of the affairs of the Corporation,

{d}

Commaon Stock 'sha]_} mai hm. ALY 4 (snvprsinzl mir*mptmm Gt ;w:r.emva“wt, rig hts

L (). Consideration for Shares, The Commen Stotk emthnxizscd by this
Article shall he tssued for such cmu.;ribr'mun as shall be fxed, from Gms o thme, by the
board of direcions. ‘

Section 3. Prsfered Stock.

{2}  Decsignation. The board of divectors is hereby vessied with the
authority from time to fime t provide by resohution for the issuance of shares of Profermd
Stock in one or more series not exceeding the sggregate nmber of shares of Prefered Stock
authorized by these Arficles, and to pr cseribe with reapect 4o cach such series the voting
poviery, sy, designations, preforpnoss, and relative, participating, npticas], ar other
speeial nghts and ihie qisiﬁiﬁcaﬁén.,, fauitations, ar restriotions o lating theretn, mciuqug,
without Jimiting the generlity of the foregoing: the voting rights relatiug the shares o
Prefered Stoek of :an;r senies (which voling rights, i any, may be full or Hmited, may uaﬁ_f
aver time, and may be apphieable gensraliy or only upon any siated fact or ewat} the rate of
;iividends-'(whn,h zray ‘bc um‘xulainm m BOnCHI 'twe} thc cnndlﬁan or frne fm‘ paamcm

eafh«r c}sm ot series st capﬂa! stoe k- th» nv}i{s 05‘ ho}ders af Px ferzed %tock uf smy sories ir

the event of Bgidaiion, dissolution, or winding up of the sffaln of the Corporation; the
rights, 1 any,; of holders of Prefomued Stock of any series tr,x convert or exchange siuch shares

<3
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of Prefurzed Stock of sueh seres For shares of any uther elass ov series of eapital stock: or for
any other seeurities, property, or assats of the Corparation or any suhsidiary (incloding the
deteoranation of the price or pricey orthe raicor rates applicable to such rights to convert or
sxchange and the adjusiment therent, the tiae or Gmes dwing whdch the right to convert or
gxchanse shell be appnmble, apdd the time ¢r tisies during which g parficalar price or ate
sliall be 4 oplicable); whether the shaves of say series of Preferred Stock shed] be subject to
redempiion by the Corporation (in sddiion fo any right of redempiion pmuant 10
Article VIT of these Articles) and i subject to rademption, the tiwes, prices, rates,
adjastmente and other {evras and condiions of such wedeoantine ThL L) wnssglununs,
preforences, Hindtations, restrictions acd relative rights may be made dependent wpon sy
fiict or cvent which may be ascertained owtside the Artickes or this resolition if the masner in
which the fiet orevent muy operate on such sexiey is glated in the Artivles or resohation. As
wsed 1 this seetion “fact or event” includes, withotl lmifation, the existenee of n fect ox
aseprence of w event, including, withow! Hmitation, a detemxination or aolion by a pecson,
govemment, governmental agancy or political subdivision of 8 government, The bﬁwd of
dircc’tﬂis is fucther anthorized 1o ncrease or decrease (bt not balow the number of sud
shares of such series then outstanding the munber of shares of any series subsequent 1o the
tgsuance of shures of that sedes, Unless the board of disctors gf{‘;vides tp the contrary in the
reselution which fixes the charseteristios of & sedes of Proferred Sisck, risither the congent
by sefes, or otherwise, of the holders of any outstanding Freferrad Stock nor the consent of
the olders of any outstanding Coreon Slock Sl be required forthe fssuanve of any. nl,w
seties of Profeered Stock regardicss of whether the dghts and proferences of the new series
of Preferred Stopk e sunior o superiorn, inany way, (o the ouistanding series of Profered
Stock or the Conmm, Stock.

Ct:_} Cenificate. Before the Corporation shall fssoe any zhorgs of Profened
Btock of any sedes, a certificate of designation seting forth & copy of the resolution or
resolutions of the board of directors, and Lmsmtﬁhmp the voting poveers, designaiions,
- prefecernces, the telative, participating, options, or other rights, if any, ad the

gualifications, imitationy, and restrictions, if any, reluting to the shares of Profired Stock of

m,h serigs, ,md the nunber of shares of Prefered Stock of such serfes authorized by the
brard of direstors to be lused shall be medeand slgned by an officer of the corporation and
filed fn the memaer pr:.‘:,t,sihed by the NRS.

Section 4. Won-Aussessoent of Stock. The copital stock of the Corporation, afior the
amonnt of the suiw::np{mn price hag been fuﬂ} paid, shalt not be assessable for sy preposs,
and no stock: ssued asdully paid shali over be assessable or assessed, and the Arlicles shall
not be amended ip this pasticular, No sinckbalder of the Corporafion is individuall j Hable
for the debts or Jiabilities of the Coiporation.

ARTICLE T
ACTION OF STOCKHOLDERS

Prior 1o the completion of the Inidal public m‘fﬁ: ving of the Corporation; the
stockhiolders may ke action by weitten consent In Jien of a meeting. Adter the complstion
of the initial public oftering of the Corporation, the stockkaldess may poti in any
circumstange take action by written consent:
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| ARTICLE IV
DIRECTORS AND QFFICERS

-

Section 1, Number of Directors, The members of the povemiog buwd of the
Corporstion are styled as divestors. The board of dirgetors of the Corpamtion shall be
eﬁect’sd In such manner as shall bz provided in the bylaws of the Corporation, The boand of

irectors shall consist of at deast oas (1) individued and not more than thineen {13}
mmmduaiq The number of ditectors may be chanped from e to tzme m such TRt us
shall be provided o the bylaws of the Corporation.

Seetion 2, Classified Beard, Upion the effectivencss of fhe Corporstion’s
regiotiation staiement on Form ST with respect o 3t inftial public offaring of commoy
stork, the directors shall be tlassified, with respect to the e for which they sbal} hiold thate
respeative offices, by s'imdmg themm bade thres clagses, to be known as "Class L™ "Class 1"
and “Class T Directors of Class T 5l hold office vatd the next annual mesting of
stockbolders afler such effectiveress and woiil their snecessors are elected and qualified,
directors of Class T shiall hold offics unti{ (he second aoud mecting of stockholders after
such effectivencss and until their successors sre elecind and quelified and direciors of Class
I1T shatl hold office wntil the thisd anual mesting of stovkholders sfter such effectiveness
anel nntil theiy snooessors are elscled and qualified. At each anaval raceting of stmkhnlders
following such sffectivenese, suceessors (o the direclors of the class whose tem of offics
expires at such annuad mesting sttt be cluoted 1o hold offic until the third succeediag
anwaal meeting of steckholdews, 50 that the e of office of ouly one slass of directors shall
expire at esch anwal mesting. The mupber of directors in each ¢lass, which shall be such
that as near as possible to one-thixd awd at least ong-fourth (o sach ether fraction ns xegized
by thie NRSY in number sre elected af cack apnud me“img, zlmﬂ be esta Iiahed ﬁmn e o

of thie board of directors, as may be appmprifa-tccwhmz:ver-ﬂm t(&tﬁj rmmbc:r af d;t x:c;mr
Cineressed or decressed,

Section 3. Limitation of Liabllity, The lability of directors and oificers of the
Corporstion shall be elitinated or ¥mited 1o the fallext extent pcmuttfzd by the NRS. Ifthe
NRS iv arsendad to Rather eliminate or Kot or avthorize corporate action to further
eBruinate of Wit the Hahility of directors or officers, the Hability of directors and officess of
the Corporation shall be elimiuated or Ho, itad to the fullest exient remuttul by the RS, ag
so amended from Hngeto time.

Section 4, Pyyment of Expenses. o addition to sny other rights of ndepmification
periticd by the laws of the State of Nevada or as xnay be provided for by e Comporation
in its bylaws or by agreement, the expenses of officors f.ud diresfors Inouered fo defending
Y &mzﬂtmad, pending, ot completed action, suit or provesding focteding withowt
Himiation, an action, sult or pmcccdmt; by or inthe night of the (“mpuwimn} whether elvil
critninal, aclministuative or vestipative, involving alleped sels or ondssions of such ofScer
or dirgetor in hix or her capscity a5 an oficer or direstor of the orporation or metbez,
razmager, of managing momber of 2 predecessor Tmited Hahility company or affiliate of
such limited Hability company oo whils serving in any sapacify at the request ol the
Corporation 5 2 directoy, officer, Smployes, agent, menber, manager, managing meabes,
pariner, or fdusiary of, ot Ja any other capacity for, another corporation or any parinership,

h-
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joint venture, frust, or cther enteepeise, shall e paid by ke Corporation or theough, insuasice
purchased and maindained by tie L’)urpm'aﬁm or through ather finaneial arreageorents made
by fhe Corparation, as they are inouned and in «dvance of the final tiiSjJU‘:iiiOI1 of the aclion,
st or proeecding, upon reseipt of an uadedaling by or oa behalf of the officer or director

to repay the wmount 3 1t is ultmately deformined by a comt of campetent judsdiction that he -

or she 15 not entitled te be ndeaified by the Corporation. To the u;twt that an offiver ¢r
divector is suecessfud o the rerits in defenss of sny such .auufmv it or proceeding, or fo

the defense of any claim, dssue or metter thersin, the Coxporetion skall mﬂﬁmmfy }mrz oz hor
agarnst EXPLILCS, weluding diomeys' feos, aﬂtrmﬂv

[P A S -
wnd TR e PRSP R A AL LSRR T g Lol 3

conneetion witt the defense, Notwithstanding inytti ing 1o ﬁm sottrary confained hereln o
in the bylaws, no ditesior ar officer may be indemeified for expenses incareed in detending
sy thesatened, poailing, or completed actiun, suitor pmm@dmr* {including without
Henhtation, aa action, suit or pmwedmw by or inthe right of e Corporation), whether cHid,
eriminal, admindetertive or investizative, thal such director or officer ineutred in his orber

capaciiy a8 ¥ stockholder, tncleding, but not Haited io, in connection wnh such pereon hmw '
eemed an Unsuitable Person (28 defined in Article VI hetzot),

-y

Section 5. Repeal And Conflicts, Any repeal or modifivation of Sections 3 or 4

sbove approved by fhe stoskholdecs of the Lcr,rpnrﬂjmn shall be prospective ouly, and shall .
not adversely affect any tnliation on the Rability of & direstor or offiver of the Cerporaiion
‘ i

existing as of the thme of sech repeal or modificstion. fn the ovent of auy condliet bedwween
Sections 3 or 4 above and any other Article of the Axicl
Sections 3 or 4 above shall conirol.

g

cg, the terms and provisions of

ARTICLEY
YOTING ON CERTATN TRANSACTIONS

Seation 1. Amendument of Articles, The Corporation reserves the Aght to arsnd,

alter, chiinge or repeal any wovision contained in the Axticles, in the wanner now o
hersafier gwr‘mmmﬂ by the WRE, snd all dehis confered on stockholdess herein are granted
subject to this resarvation; provided, Tovever, that no amendment, altcration, chanoe or
repeal may be made tor (7) Article U, (b) Sections 1, 3, 3 and 4 of Axticle IV, or {c) this
Article V without the sffininahve vote of the holdew of at least sihy-six and ivwa-thirds
pem,m {66% ;%} of the iwsued and cutstanding shares of siock of Fihes Largummfm entitied to
vote in the elechon of directors exeluding stock entifled to vote only wpon. ihe happening of

& fHet or event unless such fact or event shall have pecurred, cousidered for ths purposes of
thix section as one'class,

1,; ,._,_,,‘.u“.. T

g ) E}_Y Iﬁb

Section 2, Additonsl Vote Required. Any allipmative v

Axticle V shall be in addition to the vote of the holders of any chass or surdes of stock of the
Corporation otherwise reguired by law, the Asticles, the xnsolutions of the bowrd of directors
providing for the issuance of such olass or series 'mtl any agreement betweoen the

Corporation und any securiiies exchange or overthe-counter market pon which the
Corporation's shores are listed or designated fof trading

PA000559
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ARTICLE VI
COMBINATIONS WITH INTERE abTED RTOCEROLDERS

At such thme, #ay, as the Corporation bemmﬁ:s 2 "resident domestic. corporation,”
as {hat Yerm is dnﬁncd in WNRS 78427, (he t?"mpumiim shadl not bz subject 10, or goversed.

2 ' ¥y - N
by, any of the provisions i NRS 78.411 1 78,444, inclustvs, as roay bo-amended from time
to time, or any su-wussar statutes.

ARTICLE VI
LCOMPLIANCE WITH GAMING. Lff‘a\.‘\j‘c’S

oAt e iR Rt W

Section 1. Definitions. Yor putposes of this Atticle VI, the ﬁ)ﬂﬂmng terros shall
have the meanings speciiied below:

fay  Affdiaste” shall mean a Person whe, diveotly or indivectly, theough

one or more infermediazies, controls, is controiled by or is umj - coramon condrel with, &
specified Person, For the purpose of this Section 10} of Article VT, "contrel," "contrnled
by" and “under coramion control with" means the possession, dircet ar fudivect, of the
power ko divect or canse the dircetion of the manageraent aad polivies of 4 Pemson, whether
through ownership of voting secusitios, by contract, or otherwise, "Affillated Companies”
shall mean thoss pf*rmﬁr&hws, corporntions, i;msit.d liebility companies, trasty or ofher

e pa e = S
. PR

enfitics that are Affilates of the Cotporation, includiag, without lnitation, subsidisrdes, -
holding companies and intennediary compenies (ax those axd sinitar fermg ate defined fn

the Gaming Laws of the applicable Gaming Jurisdictions) that are registered or Beensed
wier applicable Guming Laws.

DT
et
et

;e ——

(b} "Gaming”or "Gaming Activities” shall mean the condust of gamiﬂg
and gawbling activities, or the use of g**zmng devices, equipment and supplies in the
“opcration of & casine or other Snterprise, inctuding, without haliation, rece books, spords

|
|
LS i
ponls, slot machines, gaming dmccb, gaming tabley, cards, dice, peming chips, plaver ‘
fracking systems, cashie*ﬂ: wagering systerns and associated equipment and supplies, \
%

|

(¢} “"Caming Authorities” shelt mean all infornafional, forelgn, fadersl
state, local amd ather regulatory and licensing bodics and agencies with authority over
Gaming vithin 2y Garaing Jusdedicion, "Gaming Jurisdiefion” shall mean 2l jurisdictions,

domestic and forefgn, and their politica! subdivisions, in whichk Guming Activities are
tawfully conducted,

{dy  Mnuaing Lovws” sthindl mean sl fiowe, statuins, erdingheos aad
reguiations purstani to which any sﬁmmg Axithiority possesses Ingtﬂdsc}ﬂ andd Yeensing
authority over Gaming within any Saming Toedsdiction, and sl arders, decrees, rules and

regulations promudgated by such Gaming Authority thercmder

&) "Gaming Livenses” shall mesn all Jiconses, peomits, approvals,

anihotzations, registtations, findings of suitability, fauchises, coneassions wad entitlements
issued by a Gaming Authority necesse

B
{#i  "Own” “Owuerslrp " or "llontol,” (aod derivaiives therenf) shall
menn {1} ownersitip of record, (1) "henslicia

wial cws&emhsp" as defined mI{me 1333

o, v

wy for or relating to the conduct of Gawing Activities.
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pronigated by the United Seates Securites snd Exchange Commission (a8 now or herzafter
swaendedy, or (i) the possession, direet or Indireet, of the power to dizzet or cause the
direction of the manapement and policies of a Person or fhe disposition of Securities, by
girvesynent, cortract, ageney or other mekner

{8}

YPerson” shall mean an individual, parinership, corposation, Hnited

Bability company, tust or sny stacy entily,

Yy "Redemption Date” shall mean the date spectfied in the Redemption
Notice as the date on wiioh the shares of the Securities Wweed or Controlied by an
Linsnitable Person oran Adfilate of an Unsuitahle Person are to be redecoad by the
Corpoation,

{1 "Redenpdion Motice” shall mean that noties of redemption given by
iom to an Unsaiteble Person or an Affiliste of an Unswiiable Person pugsuant in
ks Arficle VII Bach Redempdina Notiee shall set foxih (73 the Rederaption Date, (31 the
merber and type of shaces of the Seewrities to bereducmed, () the Redemptiot Foce and
the manner of payment tharefor, {iv) the place where any certificates for such shares shail be
sutrendarad for peyment, and (v) any other regidiremenis of atrender of the cartifieates,
including how they are to be endorsed, if at all.

)y "Redempiion Price” shatmeais the price to be pxid by the
Corporation for the Seeurdtivs to be radecred pussuant to this Axticke VI, winch shust] e
that price (i mny) required fo be patd by the Gaming Anthority making the Soding of
unsnitability, oy i such Gaming Authoritty dogs net requins & cerlain price to be padd, that
amaunt deteomined by the board of directors w be the fair valee of the Securiiies to be
redesmed; provided, however, that the price per share ropresented by the Redemption Price:
shall in no event bedn excess of the closing sales price per shave of shares on the prneipal

the Corparat

~ vetional seourities gxchange on which such shares axe then lisisd on the tweding date oxthe
day before the Bedomption Notice 18 deemed given by the Corporation to-the Unaniiable
Person or an Affiliate of an Unsuitahle Person or, if such shares are not then histed for
trading on any nationnd secrities exchangs, then the closing sales price of such shues ay
quoted in the Nasdag MNational Markel or SrualiCap Madket or, i (he shaves arg not then so
guated, then the mean hetween the representative bid and the ask price as guoted by any
gther generally recognized reprating system, The Redemplion Price may ke paid iy cash, by
pramissary nnte, orbotk, as required by the applicable Gamdng Authority and, i not so
required, as the board of dirsslors defermines. Any promissory note sha!l contain such
terms and conditions as the board of direclors determines nevsssary oradvisable; including
withoot timiiation, seberdination provisions, to comply with mny taw or mgnlation the

L L RN Y

; nil
agpiicable to the Corporatian or apy Affiliate of the Cotporation or 1o prevent a defanl
under, breach of, event of defaol! uader or sceeleration of any loas, promissory note,
morigage, iwdenture, fine of coslit, or other debl or invnciag sgrecment of the Corporsiion
orany Affiliate of the Corporasion. Subject to fhe foregeing, the princips! amount of the
promissory note topether witl any unpaid infercst shall be doe and payabie no lstertban the

lenth anniversary of delivery of the note and intersst on the uopald principal thereof shall be

payable annually iy awears &t the rate of 29 per anoum.

"Seeurities” shall mean the apital stoek of the Corporation.
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£ “Unsndiable Feeson ghall reean a Ferson who (3} is dstermaingd by ¢
Gaming Amhunt} to be vesuifable to Gwn or Cunizol any Seourities or unsuitable to be
conmected or afiiliaied with & Person engaged in Gumning Activitics in a (rming
Jucisdiction, or (31} cauges the Corporation or any Affilisted Compaay to fuse orio be
threatened with the loss of oy Gaming Licsuss, or {fi1) in the sale Sascretion of the boasd of
divectars of the Corporation, Is deeomed Hkely tojenpandize the Corporation’s-or any
Afiitiated Company's application for, receipt ol approval fog, right to the wse of, o
extitlement o, any Gaming Licensc.

. . o

@y The Securities Owned or Controlied ‘f-r'_s’ an Unsniigble Porson ora
Afiate of an Unuuttable Person shall be stbject redemption by the Comporation, ont of_
fiands legally available therefor, by sctio o€ the buwrd of directars, to the extent regquined by
the Gamitug Autherity makiog the deterrnipation of unsuitability or lo the exteat deemed
NECESSATY Or aawsahits by the bourd of dircetors. Ia Gamaing, Authority requizes the
Corporation, or the bourd nf dirsctors deems # necsssacy or advisable, o redeein any such

Seewrities, the Corporatica shall give a Redemption Notice to the nsuitable Persar or jis
Affiliate and shall purchaze ob the Redemphion Dete the munber of shares of the Securities
specified in the Redemptien Notice for the Redemption Frice set foxth in the Redemption
Motice. From and alier the Redemplion Date, such Securities shall ne longer be desmmed to
be outstanding, such Unevitebles Parson or any Affitiate of such Unsuitable Person shall
cezseto be a stockheldeor with respedt to such shares znd &l dghts of sueh Unsuitable Pason
or any Affiliate of such Unsuiteble Posan therely, other than the fight to wuelve the
Redomption Price, shall conse: Buch Unsaituble Person or ifs Affiliate shall surmender the

cectificates reprosenting aoy shawes o be redesmed o accordines with the requirements.of
the Redemption Motica, '

{by - Commenaing an the date that a Gmmg 'kuthaui*y' gerves notice ol
d:,temmsutm of vaswiability or the bowd of directorg deteraiines that & Person s an
Ussitable Person, and vl e Seowdties Owned er Controlled by such Pesson are Owned
ar Controfled by a Peson whe s not an Unswitable Person, the Unsuliable Person or any
Alftligte of an Unguitable Person shall not be entitled: ) & receive any dividend or nferest
with regard to the Seeurities, (i) fo sxercisg, directly or indieently or tHeough any proxy
trustee, or nomines, any voing or ofter right condired by such Seowdties, and such

Secerites shalf not for any prarposss by inclided in the shass of capital stock of the

Crrporation eutitled to vote, or {Ii) v recelve any remuaeration kv any form from the

Corporstion orany Affillated Company for services rendered ur oflierwis
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Section 3. Notises. Allnofices piven by o the Cmpar‘s ton pucsuast to this Article,
including Redemptmn Notices, shall be in writing and may be given by matl, addressed in
the Pecson at sueh Pemson's addsess se It appeats on the records of the Corporation, with
posiage tier2on I ¢pdd and-such notice shall be deomed given af the time depesited inthe
United States rail. Wiitten notice ragy also be plven pur::ma}h or by telegram, facsimile,
selex or cable and such nioties shall be deemed o be g given at the fine of weeipl thereof, ﬁ
i .

. . %
given parsonadly, or ot the time of ttansndssion thereof, i given by telszram, facstmile, telex
or cable, '
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Section 4. Indenmification. dny Unsuitable Persen and any Affilizte of an
Unsuitable Person shall mdﬂmmﬁv arsed hold bannless the Comporation aud lis Affiliated
Companios for any and al} losses, costs, and experises, including atorneys” fees, inenrred by
the Coxporation and s Alfiliated Coropanisy as & result of, or asdsing owl of, such
Unsuiluble Fersou's or Affiliate's continuing Swnership or Control of Secarities, the neglect,
refusal or other failis to comply with the ‘provisions of this Article VIY, or R.Eaxc 10
promptly divest itself of any Scomitio: whon required by the {mmmp Laws oy this
Article VI : ~

Section 5. Injunetive. Belief, The Cf;}'pumtuw is entitled fo nju :1&‘*1 ve or o
equitable relef t any court of corspetent jurisdition o enforce the provisiens of tim
Ardicle VI and sach holder of the Secudities of the Corparation shall be desmed to have
acknnwledged, by mequiring the Seourities of e Corporation, thut the failue to compiy
with this Article VIT will expose the Corporation to nrmpm*“ie xn;ur? for which thers Is no
adrpnate remedy ot law and that the Corpomtion is entitled to m] asxctive or other equitable
relief fo caforce the provisions uf this Astiele. '

&

Section 6. MNog-exclusivity of Riehis. The Corporation's rfights of rederuption
provided in this Artisle VII shall notbe exchasive of any other tghts the Copomtion may
have or hereafter auquire under any sgreernent, provision of the bylaws or othenwise.

Seciion 7. Further Actions, No_thing confrined in this Arficte VH shall Emii the
Buf}mrity of the bowal of diréctors 1o take such other action to the extent pesmitied by law ¢

it deems necessaty of advisable 1 proteet the Corperation or its Affiliated Comr,amuct from
the dental or threatzned demal orloss or timmelscci long of ¢ any Gaming Licenss of the
Corporation o any of its Affilicted Compandes. Without Bmiting the Dfememl ity of the
foregaing, the bosed of directors may confurm any provisions of this Asticle VI to the
extont necessary to make sich provisions consistend with Gaming Laws. In addifion; the
heard of dircctoss may, to the extent penniited by law, from time to time sstablish, mt}dtfv
amend or rescing bviaws, regulations, and procedures of the Corporation not inconsistent
with the express provistons of this Axiicle VI for the prposs of delenoining whetlier any
Person is i Unsuitable Person aad for the oxdenly applicatian, ¢ adeiaistartion and

-i'm{a!ém atation of the provisions of this Articls VI, Suech procedies and regtﬂaunm shatl}
be kept o file with the Seorstary of the Corposation, the seeretary of its Affiliated

Companies and with the x ns,ier apent, if amy, of the Corportion and any Afliliaed
Companies, and shall be made aviilable for inspection hy the public and, npos tequest,
mailed to any helder of Securitics. The bosrd of difectors shall have exclusive suthonty and
power to administer this Arficle VII and to exercise all dghts and powesrs specifically
wranted to the boaad of lrectors or the Corporation, or 85 may be ooy or advissbie in
the administration of this Agticle VI Al such actions whi ch a ave dong o made by the board
of dircctors in good faith shall be find, conclustve and bindiog onthe f ‘orporation snd ail
ottier Persong; provided, however, that the board of directors may delepate all or any porfion
of ifs r,int!r:ﬁ and powears under this Actiels VI to & conunities of the board of divectorg az it
deerms neeessary or advisable.

Section 8. Seversbility. If any provision of fhis Anicle VI or the application of any

guch provision to any Ferson or under any ircumstance shall be held fnvalig, illegal, of
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ungnforceable fn sy respect b} & conrt of comapotont jutisdiction, suck sm"*h\my il

son

v

Ahgas
m:nneaimceab}ih}'zmah a0} affect any other provision of this J’x.u.mlss AR S

.

w Fxoupl as pmay be e qwxs.d By auy 'I‘C.‘phﬁihlb
Gaming Ln‘-w ar Lhaumg Au{houiy,. th:r %m sril of deadlénd: maj,r walve any of the @ g,hi,g; of IL{:
Corporation or any restriciions coutalnad i this Artlele VILidahy insiance inviich e
board of dirdttors determizes that Rawaives wonkd e n ibie Bt igtisrents of the Corporaiion,
The board of diretors may terminate any rights-of the Lurpurﬂmn or msirictions get forth in
this Article VIT 1o the extent that the board o ditectors deterinfoes that sny unza}f-i»my‘w-mm
isin the best inferests of the Corporation. Exvept sy mady be'roquired by 2 Gaming -
Authority, pothing in fnds Acticle VT shall be devmed or construed {o requine fhe

Cumo::atiun to repurchese any Secartivs Owaed or Contrellad by an Ummmb}e Person o
s Affiliate of an Unsniteble Person,
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IN WITNESS WHEREOR, w0 it Jios chnesad 4
TNESS A SR YR Basorte, Limited Bas chused ot st
amended o vekbated aricles of i ot Ig_,mﬁ&& s cmiad thete oo

L s ¢ Sporation i be-exemited i 1o NS bty (4.5
Executive Offiner iz L8 day of o “bﬁﬂmltﬁmh&r{maiﬁ 23 Chie?

/ Seplember; 2002,
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File No. SD-171

BEFORE THE NEVADA GAMING COMMISSEION
AND THE STATE GAMING CONTROL BOARD

In the Matter of

WYNN RESORTS, LIMITED and
WYNN LAS VEGAS, LLC

(Registration)_

ORDERS OF REGISTRATION
THIS MATTER came on regularly for hearing before the State Gaming Control Board

("Board") on March 9, 2005, and before the Nevada Gaming Commission ("Commission”) on
March 24, 2005, at Las Vegas, Nevada; and
THE BOARD AND COMMISSION having considered all information pertinent hereto;
IT IS HEREBY ORDERED BY THE NEVADA GAMING COMMISSION UPON THE
RECOMMENDATION OF THE STATE GAMING CONTROL BOARD:

1. THAT the following applications, as amended and supplemented, have been

filed:

a. The applications of Wynn Resorts, Limited for (i) registration as a publicly

traded corporation, and (il) a finding of suitability as manager of Wynn Resorts Holdings, LLC;
b. The applications of Wynn Resorts Holdings, LLC for (i) registration as an

intermediary company, (ii) a finding of suifabtlity as sole member and manager of Wynn Las

Vegas, LLC, and iii) approval to pledge the membership interest of Wynn Las Vegas, LLG, to

Deutsche Bank Trust Company Americas in conjunction with First Mortgage Notes due 2014

and a credit agreement;
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C. The applications of Wynn Las Vegas for (i) registration as a publicly
traded corporation (ii) approval of an exemption from the provisions of NGC Regulation
16.100(1) (iii) a nonrestricted gaming license, including a race book and sports pool (iv)
licensure to conduct off track pari-mutuel race and sporis wagering (v) licensure to operate
garing salons, and (vi) licensure as a manufacturer and distributor; and,

d. The applications of (i) Stephen Alan Wynn for a finding of suitability as a
shareholder and controlling shareholder of Wynn Rasorts, Limited and (ji} Aruze Corp. for a
finding of suitability as a controlling shareholder of Wynn Resorts, Limited.

2. THAT Wynn Resorts, Limited is registered as a publicly traded corporation, is
found suitable as the manager of Wynn Resorts Holdings, LLC, and the Commission
acknowledges that Wynn Resoris, Limited is the sole member of Wynn Resgarts Holdings\.‘ LLC.

3. THAT Wynn Resorts Holdings, LLC is registered as an intermediary company
and is found suitable as the sole member and manager of Wynn Las Vegas, LLC,

4, THAT Wynn Las Vegas, LLC is registered as a publicly fraded corporation and,
pursuant to NGC Regulation 16.450, is granted an exemption from NGC Regulation 16.100(1).

5. THAT Wynn Las Vegas, LLC, dba Wynn Las Vegas, is licensed to conduct ofi-
track pari-mutuel race and sports wagering and nonrestricted gaming operations, including a
race book and sports pool, and to operate Gaming Salons, at 3131 Las Vegas Boulevard Sbuth,
Las Vegas, subject to such conditions or limitations as may be imposed by the Commission,

6. THAT Wynn Las Vegas, LLC is licensed as a manufacturer and distributor,
subject to such conditions or limitations as may be imposed by the Commission.

7. THAT Stephen Alan Wynn is found suitable, pursuant to NRS 463.643 and NGC
Regulation 16.400, as a shareholder and controlling shareholder of Wynn Resorts, Limited.

8. THAT Aruze Corp. is found suitable, pursuant to NGC Regulation 16.400 as a

controlling shareholder of Wynn Resorts, Limited.

PA000568



9. THAT Wynn Resorts Holdings, LLC, is granied approval, pursuant to NRS
463.5733(1) and NGC Regulation 8.030, to pledge its membership interest in Wynn Las Vegas,
LLC, to Deutsche Bank Trust Company Americas, as Collateral Agent, in conjunction with the
First Mortgage Notes due 2014, and the Credit Agreement dated as of December 14, 2004,
provided that:

a. This approval is pursuant to the Pledge and Security Agreement dated as
of December 14, 2004 (“"Pledge Agreement’);

b. The prior approval of the Commigsion must be obiained before any
foreciosure or transfer of any possessory security interast in such interest (except back to Wynn
Resorts Holdings, LLC) and before any other resort to the collateral or other enforcement of 2
security interest in such interest may occeur; and

C. Pursuant to NGC Regulations 156B.140 and 8.030(4)(a), the membership
certificates of Wynn Las Vegas, LLC evidencing said pledge of the membership interest must at
all times remain physically within the State of Nevada at a location designated to the Board and
must be made available for inspection by agents of the Board immediately upon request during
normal business hours.

10.  THAT Wynn Resorts, Limited shall establish and maintain a gaming compliance
program for the purpose of, at @ minimum, performing due diligance, determining the suitability
of relatianships with other enfities and individuals, and to review and ensure compliance by
Wynn Resorts, Limited, Wynn Las Vegas, LLC, their subsidiaries and any affiliated entities, with
the Nevada Gaming Control Act (the "Act"), as amended, the Commission’s Regulations (the
"Regulations"), as amended, and the laws and regulations of any other jurisdictions in which
Wynn Resorts, Limited, Wynn Las Vegas, LLC their subsidiaries and any affiliated entities they
operate. The gaming compliance program, any amendments thereto, and the members of the
compliance committee, at least one such member who shall be independent and knowledgeable

of the Act and Regulations, shall be administratively reviewed and approved by the Chairman of
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the Board or his designee. Wynn Resorts, Limited shall amend the gaming compliance
program, or any element thereof, and perform such duties as may be assigned by the Chairman
of the Board or his designee, related to a review of activities relevant to the continuing
qualification of Wynn Resorts, Limited, Wynn Las Vegas, LLC, their subsidiaries and any
affiliated entities under the provisions of the Act and Regulations.

11. THAT Wynn Resorts, Limited, shall fund and maintain with the Board a revolving
fund in the amount of $25,000 for the purpose of funding investigative reviews by the Board for
compliance with the terms of this Order of Registration. Without {imiting the foregoing, the
Board shall have the right, without notice, to draw upen the funds of said account for the
payment of costs and expenses incurred by the Board and its staff in the surveillance,
monitoring and investigative review of all activities of VWWynn Resorts, Limited, Wynn Las Vegas,
LLC, their subsidiaries and any affiliated entities.

12, THAT pursuant to NRS 463.625, Wynn Resorts, Limited, is exempted from
compliance with NRS 463.585 through NRS 463.615, inclusive, and shall instead comply with
NRS 463.635 through NRS 463.645, inclusive.

13.  THAT Wynn Resorts, Limited, is exempted from NGC Regulation 15 and shall
instead comply with the provigions of NGC Regulation 16.

14.  THAT pursuant to NRS 463.625, Wynn Las Vegas, LLC is exempted from
compliance with NRS 463.585 through 463.615, inclusive, and shall instead cornply with NRS
463.635 through NRS 463,645, inclusive.

15. | THAT Wynn Las Vegas, LLC, is exempted from NGC Regulation 1568, except for
the provisions of NGC Regulations 15B.150, 15B.170 and 15B.200 and shall instead comply
with the provisions of NGC Regulation 18, provided however, that (i) pursuant to NGC
Regulation 16.450, Wynn Las Vegas, LLC is exempted from compliance with NGC Regulation
16.100(1) and (2) and the balance of NGC Regulation 16 shall be interpreted so as to apply to

Wynn Las Vegas, LLC and (ii) Wynn Resorts Holdings, LLC shall not sell, assign, transfer,
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pledge or otherwise dispose of any interest in Wynn Las Vegas, LLC, without the prior approval

of the Commission.

16.  THAT the Commission hereby expressly finds that the exemptions and waivers
herein granted are consistent with the State policy set forth in NRS 463.0129 and NRS 463.489,

ENTERED at Las Vegas, Nevada, this 24™ day of March 2005.
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File No. SD-171

BEFORE THE NEVADA GAMING COMMISSION

AND THE STATE GAMING CONTROL BOARD

In the Matter of

WYNN RESORTS, LIMITED and
WYNN LAS VEGAS, LLC

(Registration)

SECOND REVISED ORDERS OF REGISTRATION

THIS MATTER came on regularly for hearing before the State Gaming Control Board
("Board") on January 12, 2011, and before the Nevada Gaming Commission ("Commission") on
January 27, 2011, at Las Vegas, Nevada; and

THE BOARD AND COMMISSION having considered all information pertinent hereto;

IT IS HEREBY ORDERED BY THE NEVADA GAMING COMMISSION UPON THE
RECOMMENDATION OF THE STATE GAMING CONTROL BOARD:

1. THAT the following applications, as amended and supplemented, have been
filed:

a. The applications of Wynn Resorts, Limited and Wynn Las Vegas, LLC for
an amendment to its Orders of Registration, and

b. The application of Wynn Resorts Holdings, LLC for approval to pledge the
membership interest of Wynn Las Vegas, LLC to Deutsche Bank Trust Company Americas in

conjunction with 7.75% First Mortgage Notes due 2020.
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2. THAT the Revised Orders of Registration of Wynn Resorts, Limited and Wynn
Las Vegas, LLC dated July 22, 2010, are hereby amended and restated, in their entirety, by
these Second Revised Orders of Registration.

3. THAT Wynn Resorts, Limited is registered as a publicly traded corporation, is
found suitable as the manager of Wynn Resorts Holdings, LLC, and the Commission
acknowledges that Wynn Resorts, Limited is the sole member of Wynn Resorts Holdings, LLC.

4, THAT Wynn Resorts Holdings, LLC is registered as an intermediary company
and is found suitable as the sole member and manager of Wynn Las Vegas, LLC.

5. THAT Wynn Las Vegas, LLC is registered as a publicly traded corporation and,
pursuant to NGC Regulation 16.450, is granted an exemption from NGC Regulation 16.100(1).

6. THAT Wynn Las Vegas, LLC, dba Wynn Las Vegas, is licensed to conduct off-
track pari-mutuel race and sports wagering and nonrestricted gaming operations, including a
race book and sports pool, and to operate Gaming Salons, at 3131 Las Vegas Boulevard South,
Las Vegas, subject to such conditions or limitations as may be imposed by the Commission.

7. THAT Wynn Las Vegas, LLC is licensed as a manufacturer and distributor,
subject to such conditions or limitations as may be imposed by the Commission.

8. THAT Stephen Alan Wynn is found suitable, pursuant to NRS 463.643 and NGC
Regulation 16.400, as a shareholder and controlling shareholder of Wynn Resorts, Limited.

9, THAT Universal Entertainment Corporation is found suitable, pursuant to NGC
Regulation 16.400 as a controlling shareholder of Wynn Resorts, Limited.

10.  THAT Wynn Resorts Holdings, LLC, is granted approval, pursuant to NRS
463.5733(1) and NGC Regulation 8.030, to pledge its membership interest in Wynn Las Vegas,
LLC, to Deutsche Bank Trust Company Americas, as Collateral Agent, in conjunction with First
Mortgage Notes due 2014, First Mortgage Notes due 2017, 7.875 % First Mortgage Notes due
2020, 7.75 % First Mortgage Notes due 2020 and an amended and restated Credit Agreement

dated as of August 15, 2006, as amended, provided that:
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a. This approval is pursuant to the Pledge and Security Agreement dated
December 14, 2004, as amended, the Pledge and Security Agreement dated April 28, 2010, as
amended, and the Pledge and Security Agreement dated August 4, 2010, as amended
(together the “Pledge Agreements”);

b. The prior approval of the Commission must be obtained before any
foreclosure or transfer of any possessory security interest in such interest (except back to Wynn
Resorts Holdings, L.LC) and before any other resort to the collateral or other enforcement of a
security interest in such interest may occur; and

C. Pursuant to NGC Regulations 15B.140 and 8.030(4)(a}, the membership
certificates of Wynn Las Vegas, LLC evidencing said pledge of the membership interest must at
all times remain physically within the State of Nevada at a location designated to the Board and
must be made available for inspection by agents of the Board immediately upon request during
normal business hours.

11.  THAT the Pledge Agreements shall not be amended without the prior
administrative approval of the Chairman of the Board or his designee. Such administrative
approval may not be granted regarding amendments to the Pledge Agreement that increase the
number of shares of common stock that are the subject of the pledge, or that change the identity
of the Collateral Agent.

12. THAT Wynn Resorts, Limited shall maintain its gaming compliance program for
the purpose of, at a minimum, performing due diligence, determining the suitability of
relationships with other entities and individuals, and to review and ensure compliance by Wynn
Resorts, Limited, Wynn Las Vegas, LLC, their subsidiaries and any affiliated entities, with the
Nevada Gaming Control Act (the "Act"), as amended, the Commission's Regulations (the
"Regulations"}, as amended, and the laws and regulations of any other jurisdictions in which
Wynn Resorts, Limited, Wynn Las Vegas, LLC their subsidiaries and any affiliated entities they

operate. The gaming compliance program, any amendments thereto, and the members of the
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compliance committee, at least one such member who shall be independent and knowledgeable
of the Act and Regulations, shall be administratively reviewed and approved by the Chairman of
the Board or his designee. Wynn Resorts, Limited shall amend the gaming compliance
program, or any element thereof, and perform such duties as may be assigned by the Chairman
of the Board or his designee, related to a review of activities relevant to the continuing
qualification of Wynn Resorts, Limited, Wynn Las Vegas, LLC, their subsidiaries and any
affiliated entities under the provisions of the Act and Regulations.

13.  THAT Wynn Resorts, Limited shall fund and maintain with the Board a revolving
fund in the amount of $75,000 for the purpose of funding investigative reviews by the Board for
compliance with the terms of this Order of Registration. Without limiting the foregoing, the
Board shall have the right, without notice, to draw upon the funds of said account for the
payment of costs and expenses incurred by the Board and its staff in the surveillance,
monitoring and investigative review of all activities of Wynn Resorts, Limited, Wynn Las Vegas,
LLC, their subsidiaries and any affiliated entities.

14.  THAT pursuant to NRS 463.625, Wynn Resorts, Limited, is exempted from
compliance with NRS 463.585 through NRS 463.615, inclusive, and shall instead comply with
NRS 463.635 through NRS 463.645, inclusive.

16. THAT Wynn Resorts, Limited, is exempted from NGC Regulation 15 and shall
instead comply with the provisions of NGC Regulation 16.

16. THAT pursuant to NRS 463.625, Wynn Las Vegas, LLC is exempted from
compliance with NRS 463.585 through 463.615, inclusive, and shall instead comply with NRS
463.635 through NRS 463.645, inclusive.

17. THAT Wynn Las Vegas, LLC, is exempted from NGC Regulation 15B, except for
the provisions of NGC Regulations 156B.150, 15B.170 and 15B.200 and shall instead comply
with the provisions of NGC Regulation 16, provided however, that (i) pursuant to NGC

Regulation 16.450, Wynn Las Vegas, LLC is exempted from compliance with NGC Regulation
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16.100(1) and (2) and the balance of NGC Regulation 16 shall be interpreted so as to apply to
Wynn Las Vegas, LLC and (ii) Wynn Resorts Holdings, LLC shall not sell, assign, transfer,
pledge or otherwise dispose of any interest in Wynn Las Vegas, LLC, without the prior approval

of the Commission.

18.  THAT the Commission hereby expressly finds that the exemptions and waivers

herein granted are consistent with the State policy set forth in NRS 463.0129 and NRS 463.489.

ENTERED at Las Vegas, Nevada, this 27" day of January 2011.
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File No. SD-171

BEFORE THE NEVADA GAMING COMMISSION

AND THE STATE GAMING CONTROL BOARD

In the Matter of

WYNN RESORTS, LIMITED and
WYNN LAS VEGAS, LLC

(Registration)

THIRD REVISED ORDERS OF REGISTRATION

THIS MATTER came on regularly for hearing before the State Gaming Control Board
(“Board”) on August 8, 2012, and before the Nevada Gaming Commission (“Commission”) on
August 23, 2012, at Carson City, Nevada; and

THE BOARD AND COMMISSION having considered all information pertinent hereto;

IT IS HEREBY ORDERED BY THE NEVADA GAMING COMMISSION UPON THE
RECOMMENDATION OF THE STATE GAMING CONTROL BOARD:

1. THAT the following applications, as amended and supplemented, have been
filed:

a. The applications of Wynn Resorts, Limited and Wynn Las Vegas, LLC for
amendments to their Orders of Registration, and

b. The application of Wynn Resorts Holdings, LLC for approval to pledge the
membership interest of Wynn Las Vegas, LLC to Deutsche Bank Trust Company Americas, as

Collateral Agent, in conjunction with 5.375% First Mortgage Notes due 2022.
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2. THAT the Second Revised Orders of Registration of Wynn Resorts, Limited and
Wynn Las Vegas, LLC dated January 27, 2011, are hereby amended and restated, in their
entirety, by these Third Revised Orders of Registration.

3. THAT Wynn Resorts, Limited is registered as a publicly traded corporation, is
found suitable as the manager of Wynn Resorts Holdings, LLC, and the Commission
acknowledges that Wynn Resorts, Limited is the sole member of Wynn Resorts Holdings, LLC.

4. THAT Wynn Resorts Holdings, LLC is registered as an intermediary company
and is found suitable as the sole member and manager of Wynn Las Vegas, LLC.

5. THAT Wynn Las Vegas, LLC is registered as a publicly traded corporation and,
pursuant to NGC Regulation 16.450, is granted an exemption from NGC Regulation 16.100(1).

0. THAT Wynn Las Vegas, LLC, dba Wynn Las Vegas, is licensed to conduct off-
track pari-mutuel race and sports wagering and nonrestricted gaming operations, including a
race book and sports pool, and to operate Gaming Salons, at 3131 Las Vegas Boulevard South,
Las Vegas, subject to such conditions or limitations as may be imposed by the Commission.

7. THAT Wynn Las Vegas, LLC is licensed as a manufacturer and distributor,
subject to such conditions or limitations as may be imposed by the Commission.

8. THAT Stephen Alan Wynn is found suitable, pursuant to NRS 463.643 and NGC
Regulation 16.400, as a shareholder and controlling shareholder of Wynn Resorts, Limited.

9. THAT Universal Entertainment Corporation is found suitable, pursuant to NGC
Regulation 16.400 as a controlling shareholder of Wynn Resorts, Limited.

10.  THAT Wynn Resorts Holdings, LLC, is granted approval, pursuant to NRS
463.5733(1) and NGC Regulation 8.030, to pledge its membership interest in Wynn Las Vegas,
LLC, to Deutsche Bank Trust Company Americas, as Collateral Agent, in conjunction with First
Mortgage Notes due 2017, 7.875 % First Mortgage Notes due 2020, 7.75 % First Mortgage
Notes due 2020, 5.375% First Mortgage Notes due 2022 and an amended and restated Credit

Agreement dated as of August 15, 2006, as amended, provided that:
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a. This approval is pursuant to the Pledge and Security Agreement dated
December 14, 2004, as amended, the Pledge and Security Agreement dated April 28, 2010, as
amended, the Pledge and Security Agreement dated August 4, 2010, as amended, and the
Pledge and Security Agreement dated March 12, 2012 (together the “Pledge Agreements”);

b. The prior approval of the Commission must be obtained before any
foreclosure or transfer of any possessory security interest in such interest (except back to Wynn
Resorts Holdings, LLC) and before any other resort to the collateral or other enforcement of a
security interest in such interest may occur; and

C. Pursuant to NGC Regulations 15B.140 and 8.030(4)(a), the membership
certificates of Wynn Las Vegas, LLC evidencing said pledge of the membership interest must at
all times remain physically within the State of Nevada at a location designated to the Board and
must be made available for inspection by agents of the Board immediately upon request during
normal business hours.

11. THAT the Pledge Agreements shall not be amended without the prior
administrative approval of the Chairman of the Board or his designee. Such administrative
approval may not be granted regarding amendments to the Pledge Agreement that increase the
number of shares of common stock that are the subject of the pledge, or that change the identity
of the Collateral Agent.

12. THAT Wynn Resorts, Limited shall maintain its gaming compliance program for
the purpose of, at a minimum, performing due diligence, determining the suitability of
relationships with other entities and individuals, and to review and ensure compliance by Wynn
Resorts, Limited, Wynn Las Vegas, LLC, their subsidiaries and any affiliated entities, with the
Nevada Gaming Control Act (the "Act"), as amended, the Commission's Regulations (the
"Regulations™), as amended, and the laws and regulations of any other jurisdictions in which
Wynn Resorts, Limited, Wynn Las Vegas, LLC their subsidiaries and any affiliated entities they

operate. The gaming compliance program, any amendments thereto, and the members of the
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compliance committee, at least one such member who shall be independent and knowledgeable
of the Act and Regulations, shall be administratively reviewed and approved by the Chairman of
the Board or his designee. Wynn Resorts, Limited shall amend the gaming compliance
program, or any element thereof, and perform such duties as may be assigned by the Chairman
of the Board or his designee, related to a review of activities relevant to the continuing
qualification of Wynn Resorts, Limited, Wynn Las Vegas, LLC, their subsidiaries and any
affiliated entities under the provisions of the Act and Regulations.

13. THAT Wynn Resorts, Limited shall fund and maintain with the Board a revolving
fund in the amount of $75,000 for the purpose of funding investigative reviews by the Board for
compliance with the terms of this Order of Registration. Without limiting the foregoing, the
Board shall have the right, without notice, to draw upon the funds of said account for the
payment of costs and expenses incurred by the Board and its staff in the surveillance,
monitoring and investigative review of all activities of Wynn Resorts, Limited, Wynn Las Vegas,
LLC, their subsidiaries and any affiliated entities.

14.  THAT pursuant to NRS 463.625, Wynn Resorts, Limited, is exempted from
compliance with NRS 463.585 through NRS 463.615, inclusive, and shall instead comply with
NRS 463.635 through NRS 463.645, inclusive.

156. THAT Wynn Resorts, Limited, is exempted from NGC Regulation 15 and shall
instead comply with the provisions of NGC Regulation 16.

16. THAT pursuant to NRS 463.625, Wynn Las Vegas, LLC is exempted from
compliance with NRS 463.585 through 463.615, inclusive, and shall instead comply with NRS
463.635 through NRS 463.645, inclusive.

17. THAT Wynn Las Vegas, LLC, is exempted from NGC Regulation 15B, except for
the provisions of NGC Regulations 15B.150, 15B.170 and 15B.200 and shall instead comply
with the provisions of NGC Regulation 16, provided however, that (i) pursuant to NGC

Regulation 16.450, Wynn Las Vegas, LLC is exempted from compliance with NGC Regulation
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16.100(1) and {2) and the balance of NGC Regulation 16 shall be interpreted so as to apply to
Wynn Las Vegas, LLC and (ii) Wynn Resorts Holdings, LLC shall not sell, assign, transfer,
pledge or otherwise dispose of any interest in Wynn Las Vegas, LLC, without the prior approval

of the Commission.

18.  THAT the Commission hereby expressly finds that the exemptions and waivers

herein granted are consistent with the State policy set forth in NRS 463.0129 and NRS 463.489.

ENTERED at Carson City, Nevada, this 23™ day of August 2012.
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AMENDED AND RESTATED
GAMING COMPLIANCE PROGRAM OF
WYNN RESORTS, LIMITED

ADOPTED AS OF July 29, 2010

L
INTRODUCTION

In order to maintain the highest standards of compliance with the regulatory
requirements imposed upon gaming operations in Nevada, Wynn Resorts, Limited (the
"Company") has established a program designed to protect the integrity and reputation of
the Company. The nature of the gaming businesses in which the Company will be
engaged requires particular sensitivity to the potential dangers of unsuitable associations
and noncompliance with regulatory requirements. It is for this reason that the Company
has developed this program for investigation and reporting in various areas of the
Company’s business activities.

IL.
PURPOSE

This Gaming Compliance Program ("Program") is hereby created for the purpose
of (i) monitoring compliance with gaming laws applicable to the Gaming Operations (as
defined) of the Company and its Affiliates in Nevada and other jurisdictions; (ii) advising
the Compliance Committee the Company of any gaming law compliance problems or
situations which may adversely affect the objectives of gaming control in Nevada and
other jurisdictions; (iii) providing appropriate reports for the purpose of keeping the
Nevada Board (as defined) advised of the Company’s compliance efforts in Nevada and
other jurisdictions; (iv) performing due diligence in respect of proposed transactions and
business associations; and (v) receiving appropriate input from Gaming Authorities (as
defined) in order to assist the Company in enhancing its compliance with respect to
gaming laws.

The scope and size of the Company’s proposed operations militate against the
implementation, investigation and enforcement of the Program by its individual
subsidiaries and divisions. That implementation and administration will therefore be
centrally controlled by a Compliance Committee ("Committee”) with day-to-day
responsibility for implementation provided by a Compliance Officer. However, the
responsibility for promptly providing complete and accurate information to the
Compliance Officer regarding matters requiring due diligence rests with the COO of the
Company and the Company’s Division Heads (as defined). The authority to complete
and forward information may be delegated to other employees, but the ultimate
responsibility rests with the COO and the Division Heads.

The Committee is intended to function as an oversight committee with the
responsibility to assist the Board of Directors and the Executives (as defined) of the
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Company in obtaining information necessary to make decisions in hiring, regulatory
compliance and business associations requiring due diligence.

1018
DEFINITIONS

Affiliate means a Person that, directly or indirectly, through one or more
intermediaries, controls or is controlled by, or is under common control with, the
Company. The term does not include independent or unrelated Persons who are
associated with the Company or its Affiliates in a business venture, or business entities
exclusively engaged in non-gaming businesses.

CEQO means the Chief Executive Officer of the Company.

CFO means the Chief Financial Officer of the Company.

CAO means the Chief Administrative Officer of the Company.

Chairman means the Chairman of the Compliance Committee.

Committee means the Compliance Committee.

Company means Wynn Resorts, Limited and its direct and indirect subsidiaries.
Company Board means the Board of Directors of the Company.

Compliance Officer means the Compliance Officer of the Company, or any
Person named by the Company Board to fulfill the responsibilities of the Compliance
Officer as set forth herein.

Consultant means a Person, other than a Professional Advisor, engaged by the
Company to furnish advisory or consulting services related to furthering or advancing the
Company’s Gaming Operations for fees which are reasonably expected to be at least
$25,000 on an annual basis.

Controlling Person means a Person who possesses the power to direct or cause
the direction of the management and policies of a Person.

COQO means the Chief Operating Officer of the Company.

Division Head means the top management level person in charge of the operation
of a direct or indirect subsidiary of the Company, such as general manager of a gaming
property, or the COO of a gaming Affiliate.

Executive means an executive officer, director or Division Head of the Company
or any gaming Affiliate.
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Gaming Authority means, individually, the Nevada Board, the Nevada
Commission or any other federal, state, tribal, local or foreign regulatory agency that has
jurisdiction over the Company’s Gaming Operations or those of any gaming Affiliate.

Gaming Authorities means, collectively, the Nevada Board, the Nevada
Commission and any other federal, state, tribal or local or foreign regulatory agency that
has jurisdiction over the Company’s Gaming Operations or those of any gaming Affiliate.

Gaming Device has the same meaning as set forth in NRS 463.0155 or any
successor statute.

Gaming Operations means the gaming operations of the Company or any gaming
Affiliate.

General Counsel means the General Counsel of the Company.

Independent Agent or Junket Representative has the meaning set forth in: (i) the
Nevada Gaming Control Act (NRS 463.0164) with respect to Nevada Gaming
Operations, or (ii) with respect to any other jurisdiction in which the Company conducts
Gaming Operations, as the term is defined in that jurisdiction or, if it is not so defined,
then the Nevada definition shall apply.

Key Employee means any Person that is compensated in any manner in excess of
$150,000 per annum, including the value of all salary, bonuses, other taxable benefits and
deferred compensation.

Lobbyist means any Person, other than an employee of the Company, engaged by
the Company to perform lobbying activities on behalf of the Company.

Material Financing means a financing by the Company or by one of its Affiliates
exceeding $5,000,000.

Material Litigation means litigation against the Company or an Affiliate which
must be disclosed pursuant to applicable rules of the SEC or which the recovery sought
exceeds $1,000,000. Lawsuits founded primarily in personal injury, workers’
compensation or non-material employment-related actions are specifically excluded from
this term, regardless of thc amount involved.

Material Transaction means any sale, purchase, lease or other contract, including,
but not limited to, joint ventures and other similar business arrangements, by the
Company or any Affiliate with a Person other than the Company, an Affiliate or a
Professional Advisor involving (i) a sum greater than $2,000,000; and (ii) a continuing
relationship with the Person, provided, however, that any lease of space to a tenant within
any property involving a lease term of two (2) years or more, and any joint venture or
partnership of the Company with a Person, regardless of the dollar amount involved, are
Material Transactions.
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Nevada Board means the Nevada State Gaming Control Board.
Nevada Commission means the Nevada Gaming Commission.

Person means any association, corporation, firm, partnership, trust or other form
of business association as well as a natural person.

Professional Advisor means a Person that is a licensed attorney, licensed
accountant, law firm, accounting firm, financial institution chartered by the federal
government or by any state, underwriter, investment banker, broker-dealer or investment
adviser regulated by state or federal regulatory authorities, licensed real estate agent or
broker, licensed insurance company or outside investigator retained by the Company for
the purposes of complying with this Program.

Program means this Gaming Compliance Program of the Company.
SEC means the Securities and Exchange Commission.

Unsuitable Person means a Person (i) who has been denied licensing or other
related approvals by a Gaming Authority on the grounds of unsuitability or who has been
determined to be unsuitable to be associated with a gaming enterprise by a Gaming
Authority; or (ii) that the Company determines is unqualified as a business associate of
the Company or its Affiliates based on, without limitation, that Person’s antecedents,
associations, financial practices, financial condition or business probity.

Unsuitable Situation means a situation involving (i) an Unsuitable Person; (ii) a
violation of the statutes or regulations enforced by a Gaming Authority; (iii) any material
noncompliance with the provisions of the Program; or (iv) conduct or action undertaken
by the Company or an Affiliate resulting in an inquiry, formal allegation or investigation
by a Gaming Authority.

IV.
COMPLIANCE OFFICER

1. Appointment and Approval of Compliance Officer. The Compliance Officer
shall be appointed by and serve at the will and pleasure of the Company Board, subject to

the written approval of the Chairman of the Nevada Board.

2. Resignation of Compliance Officer. A Person may resign his position as the
Compliance Officer at any time. The Company shall notify the Chairman of the Nevada
Board of any such resignation within ten (10) business days of its effectiveness.

3. Certain Duties and Responsibilitics. The Compliance Officer shall be a
person who is knowledgeable of gaming control and generally familiar with the
requirements of the Nevada Gaming Control Act and the regulations promulgated
thereunder. The Compliance Officer is responsible for coordinating the activities of the
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Committee and will report to the Committee on all information received, inquiries
conducted, recommendations for action, and all related matters. The Compliance Officer
shall take steps to adequately inform Executives and other appropriate Company
personnel of the requirements of the Program and their reporting responsibilities under it.
The Compliance Officer will also periodically review Company procedures and advise
the Committee whether such procedures arc reasonably adequate to detect matters
requiring review under the Program. Finally, the Compliance Officer is responsible for
disseminating information from the Committee to the Company Board, appropriate
Executives and the Gaming Authorities.

V.
COMPOSITION OF THE COMMITTEE

The Committee shall be composed of at least the following three (3) members:

1. One (1) Person who is not an Executive or employee of the Company or any
Affiliate, and who is familiar with the terms of the Nevada Gaming Control Act and the
regulations promulgated thereunder (the “Independent Member”).

2. The COOQ.
3. The CFO or CAO.

The Company Board shall designate the Chairman of the Committee and may
appoint additional members. The Compliance Officer shall be the recording secretary of
the Committee and shall be responsible for supervising all activities on behalf of the
Committee and preparing all Committee minutes and reports. Committee members shall
serve at the pleasure of the Company Board. All appointments and resignations of
Committee members shall be recorded in the minutes of the Committee. Prior notice
shall not be required, but the Compliance Officer shall promptly notify the Chairman of
the Nevada Board of any change in the membership or composition of the Committee
within ten (10) business days of any such change.

VI.
GENERAL OPERATION OF THE PROGRAM

Responsibility for the administration of the Program rests with the Committee.
The COO of the Company and the Division Head of each gaming subsidiary, division or
Affiliate of the Company shall be responsible for promptly reporting to the Committee,
through the Compliance Officer, all matters required to be reviewed pursuant to Section
VIII below. Internal audit and security personnel of the Company and its Affiliates shall
be available to the Committee and, when necessary, shall report to the Committee on any
matter designated by the Committee.

The outline in Section VIII of information to be obtained by or on behalf of the
Committee is intended as a guide. Generally, an in-depth inquiry will not be required in
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instances where the party to be reviewed is regulated by or reports to a governmental
agency, for example publicly traded corporations regulated by the SEC, financial
institutions registered with or chartered by federal or state authorities, or companies or
individuals regulated or licensed by a Gaming Authority, unless such in-depth inquiry is
otherwise warranted. In addition, the privacy laws of certain states and foreign
jurisdictions may make it illegal to obtain, or difficult to obtain in a timely fashion,
certain required information. In the event that this situation is encountered, specific
questions relating thereto shall be directed to the Compliance Officer or the General
Counsel for appropriate action.

In performing its duties outlined in Sections VIII and XII, the Committee may use
such resources as are necessary or appropriate to have investigations performed or reports
prepared, including, but not limited to, employees and outside investigative consultants
with expertise in investigations, security, law, law enforcement, finance or accounting.
The Compliance Officer shall be responsible for coordinating and supervising any
investigation on behalf of the Committee. The Compliance Officer shall maintain a log
of all investigations conducted on behalf of the Committee, which log shall be available
for reference by Committee members and Gaming Authorities. The investigation log and
all files regarding background investigations shall be maintained by the Compliance
Officer on a confidential basis.

The Committee shall adopt and follow a suitable record retention and destruction
policy. The Committee may consult with the Company’s outside counsel specializing in
gaming law with respect to matters involving compliance with regulatory requirements.
The Committee shall be responsible to and shall provide information to the Company
Board with respect to all reports received and investigations conducted regarding matters
requiring action by the Company Board, and other appropriate matters. With respect to
matters not requiring action by the Company Board, the Committee shall provide such
information required by this Program to the appropriate Executive who shall use such
information in making any decision regarding a required area of review set forth in
Section VIII. Such Executive shall report back to the Committee with respect to the
action taken and the Compliance Officer shall log such report in the records of the
Committee.

VIL
QUORUM. MEETINGS, AND MINUTES

1. Quorum

The presence of at least two Committee members, at least one of whom is an
Independent Member, is required to compose a quorum for all meetings. Actions taken
by the Committee shall require a simple majority of the members present.

2. Meetings

The Committee shall hold regular meetings at least quarterly in such location as

PA000590





