Commission of Inquiry into Money Laundering in British Columbia

Overview Report: Gateway Casinos & Entertainment Inc. and Gateway Casinos &
Entertainment Limited

. Scope of Overview Report

1. This overview report provides information and attaches documents related to
Gateway Casinos & Entertainment Inc. (“Old Gateway”), which provided operational
services to the British Columbia Lottery Corporation (“BCLC”’) pursuant to an amended
and restated Multiple Casino Operational Services Agreement prior to September 16,
2010 and Gateway Casinos & Entertainment Limited (“New Gateway”’) which provided

operational services to BCLC after that date.

ll. Gateway Casinos & Entertainment Inc. and Gateway Casinos &
Entertainment Limited

2. Prior to September 16, 2010, Old Gateway provided operational services to
BCLC pursuant to an amended and restated Multiple Casino Operational Services
Agreement dated June 10, 2009 (the “June 2009 MCOSA”) as amended by an
Amending and Security Deposit Agreement dated October 22, 2009.

3. The June 2009 MCOSA provided that Old Gateway would supply operational
services to BCLC with respect to the following gaming facilities:

Starlight Casino;
Grand Villa Casino;
Cascades Casino;
Kelowna Casino;

Penticton Casino;
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Vernon Casino; and

g. Kamloops Casino.

4. A copy of the June 2009 MCOSA is attached to this Overview Report as
Appendix ‘A’.

5. On September 14, 2010, Old Gateway entered into a Multiple Casino Operational

Services Agreement Assignment, Amendment and Consent (the “MCOSA
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Assignment”) with BCLC and New Gateway pursuant to which Old Gateway agreed to
‘convey, assign, transfer and set over... all of its right, title and interest in and to the
MCOSA” to New Gateway effective September 16, 2010.

6. A copy of the MCOSA Assignment is attached to this Overview Report as
Appendix ‘B’.

7. In a letter dated September 14, 2010, the Gaming and Policy Enforcement
Branch confirmed that “New Gateway and its directors, officers and associates [had]
been found suitable to be registered and/or approved for involvement in the gaming
industry in British Columbia.” A copy of this letter and a related email are attached to

this Overview Report as ‘Appendix C'.

8. New Gateway, as well as its associated companies, ownership and executive
had not been previously registered as gaming services providers under the Gaming
Control Act, S.B.C. 2002, c. 14 prior to the MCOSA Assignment. None of the individuals
who held ownership or executive management roles with Old Gateway were engaged in
ownership or executive management roles with New Gateway once the MCOSA

Assignment came into effect.
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Appendix A

June 10, 2009 Amended and Restated Multiple Casino Operational Services Agreement
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September 14, 2010 Multiple Casino Operational Services Agreement Assignment,
Amendment and Consent
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MULTIPLE CASINO OPERATIONAL SERVICES AGREEMENT

ASSIGNMENT, AMENDMENT AND CONSENT

GATEWAY CASINOS & ENTERTAINMENT INC.
(“Old Gateway™)

and

GATEWAY CASINOS & ENTERTAINMENT LIMITED
(“New Gateway™)

and

BRITISH COLUMBIA LOTTERY CORPORATION
(“BCLC”)

WHEREAS:

Old Gateway and BCLC entered into an amended and restated Multiple Casino
Operational Services Agreement dated June 10, 2009 as amended by Amending and
Security Deposit Agreement dated October 22, 2009, the amendments herein and any
further amendments, or supplements from time to time (collectively, the “MCOSA”);

The secured claims against Old Gateway will be restructured pursuvant to a plan of
arrangement (as amended or supplemented, the “Plan of Arrangement”) effected under
the Canada Business Corporations Act;

Pursuant to the Plan of Arrangement, among other things, substantially all of the assets of
Old Gateway will be conveyed, assigned and transferred to New Gateway, including,
without limitation, the assignment of the rights and obligations of Old Gateway pursuant
to the MCOSA (collectively, the “Transfer”); and

Pursuant to the terms of Section 14.01 of the MCOSA, Old Gateway and New Gateway
must first obtain written approval of the BCLC to the Plan of Arrangement, the Transfer
and the assignment and amendment of the MCOSA. as hereinafter provided;

NOW THEREFORE for good and valuable consideration:
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Old Gateway does hereby absolutely convey, assign, transfer and set over to New
Gateway, all of its right, title and interest in and to the MCOSA, subject to and conditional
upon the consent of BCLC as hereinafter provided, with full power and authority to
receive all payments and enforce all rights and benefits and perform all covenants in the
name of New Gateway from and after September 16, 2010 (the “Implementation Date™).
Without limiting the generality of the foregoing, this Assignment from Old Gateway to
New Gateway includes any and all rights which Old Gateway may have to:

(a) any Unpaid Facility Development Commissions (as defined in the MCOSA)
remaining unpaid in whole or part as at the Implementation Date;

(b) any unapproved amounts of expenditures which may be or may have become eligible
for any existing or future Facility Development Commission in respect of any Casino
(as defined in Schedule “A” to the MCOSA); and

| (¢) all amounts in any Facility Development Trust Accounts which were deposited for the
benefit of the Service Provider. ‘

Old Gateway covenants and warrants to New Gateway and BCLC that it has good right,
full power and authority to assign the MCOSA in the manner and subject to the conditions
and provisos contained herein.

Old Gateway will, from time to time, at the request of New Gateway or BCLC, execute
such further assignments, agreements, documents, conveyances and assurances as shall be
reasonably requested to give effect to this Agreement.

New Gateway covenants and agrees with Old Gateway and BCLC that from and after the
Implementation Date, it shall assume, observe, perform and be liable for each and every
covenant, agreement and condition agreed to by Old' Gateway to be observed and
performed under the MCOSA (as amended).

Old Gateway, New Gateway and BCLC agree that the following incidental amendments
to the MCOSA. shall be made and shall be effective as of the Implementation Date,
namely:

(a) Section 1.01(x) is deleted and replaced with the following:

“Credit Agreement” means the new first lien credit agreement dated on or about the
date hereof among New Gateway, the subsidiary guarantors named therein, BNY
Trust Company of Canada, as administrative agent and collateral agent, the initial term
lenders named therein, the initial revolving lender named therein and the initial
revolving letter of credit issuing bank named therein, as the same may be amended,
restated, revised, refinanced (in whole or part) or otherwise replaced (in whole or part)
from time to time including all successor or replacement agreements in respect
thereof.”
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(b) Sections 1.01(hh) and 1.01(iii) are deleted.

(c) Section 11.01 is amended by deleting the name and address of the Service Provider
and substituting it with the following:

“Gateway Casinos & Entertainment Limited
77 King Street West, Suite 4320

Royal Trust Tower

P.O. Box #212

Toronto, Ontario MS5K 1J3

Attention: Mr. Gabriel de Alba
Facsimile: (416) 945-3060

With a copy to:

Bennett Jones LLP

3400 One First Canadian Place
100 King Street West
P.0.Box 130

Toronto, Ontario M5X 1A4

Attention: Mr. S. Richard Orzy
Facsimile: (416) 863-1716”

Old Gateway and New Gateway hereby each individually represent and warrant (as to
itself) to BCLC (and acknowledge that BCLC is relying upon the same) that:

(a) there have been no amendments to the Plan of Arrangement from the version approved
by the British Columbia Supreme Court and finalized on or before Closing;

(b) the necessary consents, registrations and approvals which may be required to be
obtained in connection with the transaction from the British Columbia Gaming Policy
and Enforcement Branch, the Alberta Gaming and Liquor Commission and other
governmental regulatory bodies or authorities have been obtained; and

(c) on or before the Implementation Date, New Gateway (and certain other parties
thereto) shall enter into the Credit Agreement referenced in Section 5(a) hereof which
shall be in all material respects the same and on no less favourable terms to New
Gateway as the latest drafts of the same provided to BCLC's counsel.

Old Gateway and New Gateway hereby acknowledge and agree that the agreement and
consent of BCLC hereunder shall become effective as at the Effective Time (as defined in
the Plan of Arrangement).

New Gateway shall promptly reimburse BCLC for all of its reasonable unreimbursed out-
of-pocket costs and expenses (including without limitation, for its financial advisers and
counsel) in connection with this transaction, its review thereof, this consent and all
agreements and instruments contemplated hereby or provided for herein.
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Subject to and upon all of the terms and conditions set forth herein including, without
limitation, all of the matters provided for in Section 7 hereof, BCLC hereby: (a) consents
to the Plan of Arrangement and the Transfer, (b) consents to the amendments to the
MCOSA as set forth in Section 5 hereof, (c) consents to the assignment herein of all rights
in and to the MCOSA from Old Gateway to New Gateway, (d) consents to the ownership
of a Significant Interest, as set forth in Article XIV of the MCOSA, by each of The
Catalyst Capital Group Inc. and Tennenbaum . opportunities Partnership V, LP, (e)
acknowledges notice of change of the name and address of the Service Provider pursuant
to Section 3.18 of the Amendment to the MCOSA dated October 22, 2009.

This Agreement may be executed in any number of counterparts, each of which shall be
deemed to be an original and which together shall constitute one and the same agreement.
Transmission of a copy of an executed signature page of this Agreement to the other
parties to this Agreement by facsimile transmission or e-mail in pdf format shall be as
effective as the delivery of a manually executed counterpart hereof.

The parties hereto further acknowledge and agree that BCLC’s consent as set forth herein is
limited to the matters specifically set forth in Section 9 and is not a waiver, novation or
extinguishment by BCLC of any of its rights of any kind including under the MCOSA, the Risk
Mitigation Agreement or other agreements and instruments provided for herein or contemplated

hereby.

DATED this day of September, 2010.

GATEWAY CASINOS & ENTERTAINMENT

INC. 1

Per: \47; \ =

Ny s
M s

GAKEWAY CASINOS & ENTERTAINMENT

LIMITED

BRITISH COLUMBIA LOTTERY
CORPORATION

Per:
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counsel) in connection with this transaction, its review thereof, this consent and all
agreements and instruments contemplated hereby or provided for herein.

9, Subject to and upon all of the terms and conditions set forth herein including, without
limitation, all of the matters provided for in Section 7 hereof, BCLC hereby: (a) consents
to the Plan of Arrangement and the Transfer, (b) consents to the amendments to the
MCOSA as set forth in Section 5 hereof, (c) consents to the assignment herein of all rights
in and to the MCOSA from Old Gateway to New Gateway, (d) consents to the ownership
of a Significant Interest, as set forth in Article XIV of the MCOSA, by each of The
Catalyst Capital Group Inc. and Tennenbaum opportunities Partnership V, LP, (e)
acknowledges notice of change of the name and address of the Service Provider pursuant
to Section 3.18 of the Amendment to the MCOSA dated October 22, 2009.

10.  This Agreement may be executed in any number of counterparts; each of which shall be
deemed to be an original and which together shall constitute one and the same agreement,
Transmission of a copy of an executed signature page of this Agreement to the other
parties to this Agreement by facsimile transmission or e-mail in pdf format shall be as
effective as the delivery of a manually executed counterpart hereof,

The partics hereto further acknowledge and agree that BCLC’s consent as set forth herein is
limited to the matters specifically set forth in Section 9 and is not a waiver, novation or
extinguishment by BCLC of any of its rights of any kind including under the MCOSA, the Risk
Mitigation Agreement or other agreements and instruments provided for herein or contemplated
hereby.

DATED this 2**® day of September, 2010,

GATEWAY CASINOS & ENTERTAINMENT
INC,

Per;

GATEWAY CASINOS & ENTERTAINMENT
LIMITED

Per:

BRITISH COLUMBIA LOTTER
CORPORATION

i N

(/%//A-WM ﬁ/”'}/ﬂé"—* '

1

WSLegal\064782\000011622934 1v2
GATEWAY - MCOSA ASSIGNMENT
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Appendix C

September 14, 2010 Correspondence from Gaming Policy and Enforcement Branch,
Registration and Certification Division
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BRITISH
COLUMBIA
"The Best Place on Earth Know your limit, play within if.

September 14, 2010
Via E-mail and Courier

M. Jack W, Donahue, Q.C.
Donahue Wells

Suite 200

815 — 10™ Avenue, S. W,
Calgary, Alberta T2R 0B4

Deat Mr, Donahue:

Re: Plan of Arrangement (the “Plan of Arrangement”) of Gateway Casinos &
Entertainment Inc. (“Old Gateway”) to be effected under the Canada
Business Corporations Act whereby, among other things, substantially all of
the assets of Old Gateway are to be tramsferred to Gateway Casinos &
Entertainment Limited (“New Gateway”) '

And Re: Credit Agreement dated on or about the date hereof (the “Credit
Agreement”) among New Gateway, the subsidiary guaranfors, the initial
term lenders, the initial revolving lender, the initial revolving letter of credit
issuing bank all named therein (collectively, the “Lenders”) and BNY Trust

o e Company—of-Canaday—as—administrative-agent- and- collateral--agent--the—— . omut.

“Agent”).

This correspondence is in response to our various discussions relating to the above transactions.
Further to such discussions, the British Columbia Gaming Policy and Enforcement Branch
(“GPEB”) confirms as follows:

1. GPEB has concluded its review of supplied materials and its investigation of the directors
of New Gateway. New Gateway and its directors, officers and associates have been
found suitable to be registered and/or approved for involvement in the gaming industry in
British Columbia. The intended organizational changes with respect to Old Gateway and
New Gateway as contemplated in the Plan of Arrangement and, with respect to
Tennenbaum Opportunities Partners V, L.P., immediately following consummation of the
Plan of Arrangement, its transfer of New Gateway common shares acquired pursuant to
the Plan of Awrangement to TOP V New World Holdings, LLC, are approved putsuant to
Section 73 of the Gaming Control Act,

2. New Gateway has all necessary licenses, permits, approvals and other anthorizations that
GPEB is authotized to issue to operate its business in accordance with the applicable
gaming laws of British Columbia,

Ministry of Gaming Pollcy and Malling Address: Location:
Housing & Social Enforcement Branch PO BOX 9202 STN PROV GOVT Third Floor, 910 Government Streat
Development Reglstratlon & Certification Viclorla, BG VBW 1X3

Division acsimile: - Web: vavw.hsd.gov.be.ca/gaming
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3. GPEB has teviewed the Credit Agreement, the financing atrangements and
security to be delivered under the Credit Agreement as well as a list of all Lenders and
confirms no authorization, consent or approval from GPEB is required by any of the
Lenders in connection with the execution and delivery of the Credit Agreement or as
contemplated under the Credit Agreement.

4, There are no outstanding bonds, letters of credit or other security required to be posted
with GPEB by New Gateway in order to opetate its business in accordance with the
gaming laws of British Columbia.

Upon closing of the transactions contemplated by the Plan of Arrangement, please provide this
office with a copy of all final closing agreements previously requested and a confirmed listing of
officers and directors of New Gateway, GPEB reserves the right to require any further
disclosure from the participants in this venture that it considers necessary to assure the integrity
of gaming in British Columbia.

This letter and contents may be disclosed to and relied upon by New Gateway, the Lenders and
the Agent.

Yours truly,

I %

R.J. (Ron) Merchant :
Director/Deputy Registrar
Corporate Registration

ce: British Columbia Lottery Corporation
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From: Birch, Michael A

Sent: Tuesday, September 14, 2010 6:30 PM
To: Jack Donahue

Cc: Constance Ladell; Mike Wolfram
Subject: RE: Gateway-BCLC

Foliow Up Flag: Follow up
Flag Status: Red
Jack,

According to BCLC, Old Gateway currently provides the Gaming Bankroll and BCLC holds $4.7 million in
cash (the "Cash Collateral") that was previously provided by Old Gateway for the Win. Neither | nor
BCLC are aware of what arrangements have been made between Old Gateway and New Gateway with
respect to the Cash Collateral (i.e. how such amount is being accounted for in the restructuring).
However, BCLC will continue to hold the Cash Collateral as security for the Win after the restructuring
and New Gateway will be obliged to provide the Gaming Bankroll. As you may be aware, BCLC is
_permitted by the terms of its Agreements with Gateway to periodically reassess the adequacy of the Cash
Coliateral and, if the Win has increased, require increased security. However, no such reassessment is

being made at this time.

On the basis of the foregoing, as of today's date, no additional bonds, letters of credit or further security
are presently required to be provided by the terms of the Agreements between BCLC and Gateway.

| trust the foregoing is sufficient for your purposes.
Thanks.

Best Regards,

Michael A. Birch®

Partner
i i ices

i:/Téléc H 604-622-5647

*denotes Law Corporation

Please THINK GREEN befare printing.
PENSEZ A LENVIRONNEMENT avant d'imprimer ce message.

9/15/2010
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