
GLOBAL CASINOS INC
Form 10-K
October 10, 2008

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

[ X ]  ANNUAL REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the fiscal year ended June 30, 2008

[  ]  TRANSITION REPORT UNDER SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

For the transition period from ____________ to ____________

Commission file number 0-15415

             GLOBAL CASINOS, INC.             
(Exact name of Registrant as specified in its Charter)

           Utah           
(State or other jurisdiction

of incorporation or
organization)

    87-0340206    
I.R.S. Employer

Identification number

     1507 Pine Street, Boulder, Colorado 80302     
(Address of principal executive offices)           (Zip Code)

Registrant�s telephone number: (303) 449-2100

Securities registered pursuant to Section 12(b) of the Act: None

Edgar Filing: GLOBAL CASINOS INC - Form 10-K

1



Securities registered pursuant to Section 12(g) of the Act: Common Stock, $.05 par value

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act
[___] Yes  [__x_] No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or 15(d) of the  Act.
[____]

Note � Checking the box above will not relieve any registrant required to file reports pursuant to Section 13 or 15(d) of
the Exchange Act from their obligations under those Sections.

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.  Yes [ x ] No
[  ]

Indicate by check mark if disclosure of delinquent filers pursuant  to Item 405 of Regulation S-K (§ 229.405 of this
chapter) is not contained herein, and will not be contained,  to the best of registrant�s
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knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form 10-K or
any amendment to this Form 10-K.   [ X ]

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer,  a non-accelerated filer,
or a smaller reporting company..  See definition of �large accelerated filer�, �accelerated filer� and �smaller reporting
company� in Rule 12b-2 of the Exchange Act (check one):

Large accelerated filer [___]  Accelerated filer [__]  

Non-accelerated filer [___] (Do not check if a smaller reporting company)_     

 Smaller reporting company  [   X  ]

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12-b2 of the Exchange Act).  Yes
[  ] No [ x ]

The aggregate market value of the voting and non-voting common equity held by non-affiliates computed by
reference to the price at which the common equity was last sold, or the average bid and asked price of such common
equity, as of the last business day of the registrant�s most recently completed fiscal year is $4,105,651

The number of shares outstanding of the registrant�s common stock, as of October 10, 2008, are 5,955,203.

DOCUMENTS INCORPORATED BY REFERENCE

List hereunder the following documents if incorporated by reference and the Part of the Form 10-K (e.g., Part I, Part
II, etc.) into which the document is incorporated: (1) Any annual report to security holders; (2) Any proxy or
information statement; and (3) Any prospectus filed pursuant to Rule 424(b) or (c) under the Securities Act of 1933.
 The listed documents should be clearly described for identification purposes

Exhibits
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See Part IV, Item 15.
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FORWARD LOOKING STATEMENTS

       Certain statements made in this Annual Report are "forward-looking statements" (within the meaning of the
Private Securities Litigation Reform Act of 1995) regarding the plans and objectives of management for future
operations. Such statements involve known and unknown risks, uncertainties and other factors that may cause actual
results, performance or achievements of the Company to be materially different from any future results, performance
or achievements expressed or implied by such forward-looking statements. The forward-looking statements made in
this Report are based on current expectations that involve numerous risks and uncertainties. The Company's plans and
objectives are based, in part, on assumptions involving the growth and expansion of business. Assumptions relating to
the foregoing involve judgments with respect to, among other things, future economic, competitive and market
conditions and future business decisions, all of which are difficult or impossible to predict accurately and many of
which are beyond the control of the Company. Although the Company believes that its assumptions underlying the
forward-looking statements are reasonable, any of the assumptions could prove inaccurate and, therefore, there can be
no assurance that the forward-looking statements made in this Report will prove to be accurate. In light of the
significant uncertainties inherent in the forward-looking statements made in this Report, the inclusion of such
information should not be regarded as a representation by the Company or any other person that the objectives and
plans of the Company will be achieved.
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PART I

ITEM 1. BUSINESS

Overview

       Global Casinos, Inc. ("the Company", "Global Casinos", or "Global") and its wholly owned subsidiaries operate
in the domestic gaming industry.  The Company is organized as a holding company for the purpose of acquiring and
operating casinos, gaming properties, and other related interests.  Global was organized under the laws of the State of
Utah on June 8, 1978.

       As of June 30, 2008, Global had two operating subsidiaries: one which owns and operates the Bull Durham
Saloon & Casino ("Bull Durham") located in Black Hawk, Colorado; and one which owns and operates  the Doc
Holliday Casino (�Doc Holliday�) located in Central City, Colorado.  In addition, Global also has a 25% equity
investment in an entity which owns certain pending gaming technology patents.  This investment is being accounted
for under the equity method.

Description of Operations

Casinos U.S.A. - The Bull Durham Saloon and Casino

       Background: Casinos U.S.A. was acquired on November 19, 1993.  Global Casinos acquired 100% of the
outstanding common stock of Casinos U.S.A., a Colorado corporation, and Lincoln Corporation ("Lincoln") and
Woodbine Corporation ("Woodbine"), both South Dakota corporations, in exchange for 253,500 shares of the
Company's common stock. Lincoln and Woodbine operated the Last Chance Saloon and Lillie's, respectively; both
located in Deadwood, South Dakota.  The Company permanently closed the Last Chance Saloon on May 31, 1994 and
Lillie's on June 30, 1995 due to unprofitable operations.  Both Lincoln and Woodbine are now inactive corporations.

       In October 1995, Casinos U.S.A. filed a voluntary petition under Chapter 11 of the United States Bankruptcy
Code as it was in default under all of its secured obligations encumbering the Bull Durham Saloon and Casino.  In
January 1997, the Court approved the Debtor's Second Amended Plan of Reorganization (the "Plan"), and in February
1998 the bankruptcy was discharged upon being fully administered.
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       Operations: The Bull Durham is located approximately one hour from Denver, Colorado in the mountain town of
Black Hawk.  The Company has operated The Bull Durham since 1993, soon after limited stakes gambling was
legalized in Black Hawk in 1992. The casino holds a retail liquor license issued by the State of Colorado and offers
limited food service in addition to beverages.

       Presently, the casino occupies approximately 7,400 square feet of space located at 110 Main Street in Black
Hawk, Colorado.  Casinos U.S.A. owns the building in which the Bull Durham operates, subject to two tiers of deeds
of trust securing a total of $1,665,582 in debt, as of June 30, 2008.

       As of June 30, 2008, we operated 188 slot machines.  The Bull Durham does not operate any table games.

3
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       New slot machine designs are introduced every year by the equipment manufacturers.  Certain games become
more popular and older games tend to become less popular.  During the past year, we replaced or upgraded 19
machines.  The current popular trend is in the "penny" and "nickel" machines.

        In 2005 we installed the Oasis Casino Management System ("Oasis System") produced by Aristocrat
Technologies.  The Oasis System connects our slot machines to a central computer that monitors all activity on each
gaming device.  It includes a "Player Tracking System" that allows us to implement new features and benefits into our
Frequent Player Club (known as the "Sharpshooter Club") and also enables us to properly recognize our VIP players.
 As the system is fully automated, it provides several operational efficiencies in the collection and analysis of
customer data, and allows us to target our marketing efforts towards the most active players.  Our investment in the
Oasis System totaled $380,000.

       The Bull Durham's customer base consists primarily of day visitors from Denver.  Many gamblers are transported
to Black Hawk on charter buses provided by the casinos. A city bus stop is adjacent to the casino. We also directly
contract with certain bus companies to transport guests to our casino from Denver and its surrounding communities.

       As we do not have parking facilities available for our customers, we rely totally on "walk-in" traffic and charter
bus traffic.  This traffic declines during the winter months when the weather deteriorates.  We do not have a full
service restaurant.  Some of our competitors provide extensive food service, including Las Vegas style buffets.

       2002 Restructuring.   Beginning in approximately April 2002, the Company engaged in a series of meetings and
discussions with the Colorado Division of Gaming surrounding the then pending application to renew the gaming
license covering the Bull Durham. The Division of Gaming expressed concern that the Company's directors and
officers, Messrs. Jennings and Neuman, had other associations with the Company's former directors, Messrs.
Calandrella and Thygesen, the latter of whom had been the subject of an Initial Decision by an Administrative Law
Judge of the Securities and Exchange Commission finding violations of federal securities laws. Notwithstanding the
fact that Messrs. Calandrella and Thygesen had previously resigned from the Company, the Division of Gaming
requested that Messrs. Jennings and Neuman, neither of whom were subject to the SEC administrative action,
nevertheless resign as control persons of Casinos, U.S.A., the company that owned the Bull Durham and to which the
gaming license would be issued.

       Concurrently with the discussions with the Division of Gaming, the Company entered into discussions with
Astraea Investment Management, L.P. ("Astraea") to restructure the Company's financial and operational obligations.
Effective September 17, 2002, the terms of the restructuring were finalized (the "2002 Restructuring"), resulting in:

•

a modification of an unsecured note held by Astraea in the principal amount of $500,000, (which has since been
repaid);
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•

a modification of two mortgage notes held by Astraea in the aggregate principal amounts of approximately $1.0
million;

•

a modification of the remaining subordinated mortgage notes held by third parties;
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•

a Service Agreement whereby the Company agreed to provide certain administrative functions for the Bull Durham in
consideration of a service fee of $10,000 per month; and

•

an agreement that the Board of Directors of Casinos USA would be comprised of persons approved by Astraea, and an
agreement related to their compensation, and that such agreements would remain in  place until the Astraea mortgage
notes are repaid.

       Each of the foregoing points of agreement were memorialized in definitive agreements executed by Global
Casinos, Casinos U.S.A., Astraea and third parties and previously filed as exhibits with the Securities and Exchange
Commission.  Those definitive agreements were executed by and on behalf of Global Casinos, Casinos U.S.A.,
Astraea and the holders of all subordinated mortgage notes against the Bull Durham except for the holders of
approximately $200,000 in subordinated mortgage notes. With respect to those junior lienholders, the Company
nevertheless began making revised payments based upon the restructured interest rate and maturity date in the fourth
quarter of 2002, without objection or protest on the part of the holders of those subordinated mortgage notes. The
Company takes the position that by their acquiescence, those subordinated note holders are deemed to be bound by the
terms of the 2002 Restructuring.

     In the first quarter of 2005, we repaid Astrea�s $500,000 note and redeemed its option to purchase all outstanding
shares of Casinos USA.

     In March 2008, in order to provide some of the cash necessary to permit the Company to acquire Doc Holliday,
 Astraea consented to Casinos USA lending $550,000 to Global Casinos.  The loan is evidenced by a promissory note,
due in 2009,  that was assigned to Astraea as further collateral for its mortgage notes.  As part of the arrangement,
Casinos USA agreed to an increase in the interest rate applicable to the two Astraea mortgage notes to 12% per
annum.

Doc Holliday Casino II, LLC

Background: On March 18, 2008 the Company completed its acquisition of substantially all the assets and certain
liabilities of the Doc Holliday Casino (�Doc Holliday�).  The operating results of Doc Holliday have been included in
the consolidated financial statements since that date.  Doc Holliday is a limited stakes gaming establishment located in
Central City, Colorado and is generally considered to be in the same market and gaming environment as the Bull
Durham Saloon and Casino.  Our acquisition of Doc Holliday gives us an opportunity to benefit from joint marketing
efforts, and to a lesser degree reduce our administrative operating expenses through economies of scale.
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The purchase was accounted for under the purchase method of accounting in accordance with Statement of Financial
Accounting Standards No. 141, Business Combinations.  Under the purchase method of accounting, the total purchase
price, including transaction costs, is allocated to the assets and liabilities acquired based on their fair values at the
completion of the transaction.  The aggregate purchase price was $2,900,471, including $1,665,376 in cash, 450,000
shares of the Company�s common stock valued at $.75 per share totaling $337,500, and a business personal property
appraisal expense of $7,000, as well as $365,580 of liabilities assumed, and new short-term debt of $525,015.  The
value of the common stock was determined by the average of the closing prices of the Company�s common stock for
the day prior through the day after the closing of the acquisition.  Two notes payable were issued to the seller by Doc
Holliday II, LLC.  The first note was a 0% interest note of $400,000, due in full on or before March 31, 2009, and was
valued at $369,345 using a
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discount rate of 8%.  The second note in the amount of $155,670, is an 8% installment note requiring monthly
principal and interest payments of $13,541, and matures on March 18, 2009.

          Operations: Doc Holliday is located approximately one hour from Denver, Colorado in the mountain town of
Central City.  The Company has operated Doc Holliday since March 2008. The casino holds a retail liquor license
issued by the State of Colorado and offers limited food service in addition to beverages.

       Presently, the casino occupies approximately 12,710 square feet of space located at 129 - 131 Main Street in
Central City, Colorado.  The casino occupies that space under a lease with a remaining term of seven years. There are
presently no options to renew or extend the lease. The monthly rent is $25,000 plus triple net expenses, subject to a
three percent cap on annual increases.

       As of June 30, 2008, we operated 190 slot machines and three table games, consisting of  Three Card Poker,
Texas Hold�em, and Blackjack.

       New slot machine designs are introduced every year by the equipment manufacturers.  Certain games become
more popular and older games tend to become less popular.  Since acquiring Doc Holliday in March 2008, we
replaced or upgraded 12 machines.  The current popular trend is in the "penny" and "nickel" machines.

        We currently do not have a player tracking system similar to the Oasis system at Bull Durham.  We plan to
implement such a system when we have sufficient capital, as we estimate that a comparable system at Doc Holliday
will cost approximately $500,000.

       The Doc Holliday customer base consists primarily of day visitors from Denver.  Many gamblers are transported
to Central City on charter buses provided by the casinos.  We also directly contract with certain bus companies to
transport guests to our casino from Denver and its surrounding communities.

       We sublease a parking lot in close proximity to the casino at a cost of $7,500 per month. In addition, we rely on
"walk-in" traffic and charter bus traffic.  This traffic declines during the winter months when the weather deteriorates.
 We do not have a full service restaurant.  Some of our competitors provide extensive food service, including Las
Vegas style buffets.

Regulation
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       Both the Bull Durham and Doc Holliday Casinos operate as Class B Gaming Casinos, which limits each casino to
four (4) gaming tables and fewer than two hundred fifty (250) slot machines.  Under limited stakes gaming regulations
in Colorado, maximum wagers are limited to $5.00 per bet.

       Ownership and operation of gaming establishments are extensively regulated by states in which such activities are
permitted.  Colorado has adopted numerous statutes and regulations covering limited stakes gaming operations.
 Existing regulation includes various aspects of the gaming industry, including ownership, operation and employment
in all limited stakes gaming operations, taxation of revenues and regulation of equipment utilized in connection with
such activities.  Virtually all aspects of ownership and operation of gaming facilities require licensing by the state.
 Operators, machine manufacturers and distributors, employees and retailers are all subject to extensive investigation
and regulation prior to licensing to engage in gaming activities.  The
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procedure for obtaining these licenses is time consuming and costly.  Prior to November 1, 2002, Global held a
gaming license to operate the Bull Durham.  Effective November 1, 2002, the gaming license was transferred to
Casinos, U.S.A., Inc., our subsidiary that owns the Bull Durham, as part of an overall restructuring of our business
operations under the Astraea Term Sheet.  This restructuring was undertaken, in part, at the behest of the Division of
Gaming.

       Because the Company is a publicly traded corporation, each of the officers, directors and shareholders owning 5%
or more of the equity interest prior to November 1, 2002, had to be approved by the Colorado Division of Gaming.
 With the transfer of the gaming license to Casinos, U.S.A., the officers and directors of that subsidiary must be
approved by the Division of Gaming.  The criteria established in determining the suitability to conduct such
operations include financial history, criminal record and character, in addition to satisfaction of application procedures
set forth in the existing regulations.

       Under current regulations promulgated by the Colorado Limited Gaming Commission (the "Gaming
Commission"), no gaming licensee may issue shares except in accordance with Colorado gaming laws and
regulations; and any such issuance will be ineffective and such stock shall not be deemed issued until compliance is
obtained; no shares of the licensee may be transferred except in accordance with Colorado Gaming Laws and
regulations; and if the Gaming Commission determines that a holder of a licensee's securities is unsuitable, the
licensee or a suitable person must, within sixty days, purchase such securities at the lesser of the unsuitable person's
investment or the current market price of such securities.  Any person who becomes a beneficial owner of five percent
or more of the Company's common stock must notify the Division of Gaming within ten days after such person
acquires such securities and must provide such additional information and be subject to a finding of suitability as
required by the Division of Gaming Commission.  The Company must notify each person who is subject to this
regulation of its requirements as soon as it becomes aware of the acquisition.  The same regulations apply to any
person who becomes a beneficial owner of more than ten percent of any other class of voting securities of the
Company.

       Existing federal and state regulations may also impose civil and criminal sanctions for various activities
prohibited in connection with gaming operations.  State statutes and regulations also prohibit various acts in
connection with gaming operations, including false statements on applications and failure or refusal to obtain
necessary licenses described in such regulations.  Violation of any of these existing or newly adopted regulations may
have a substantial adverse effect on the operations of the Company and its subsidiaries.

       The Company has been granted a casino tavern license issued under the Colorado Liquor Code for the Bull
Durham.  As revised in 1993, the Colorado Liquor Code now includes a casino tavern license issuable to duly licensed
and operating limited stakes gaming casinos.

       The beverage license is revocable and non-transferable.  Licensing authorities may limit, condition, suspend or
revoke the license.  Violation of beverage laws or regulations can result in loss of license and may constitute a
criminal offense punishable by fines, incarceration, or both.
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       Net profits derived from the operations of the Company and its subsidiaries are subject to taxation at the federal,
state and local levels.  The State of Colorado imposes a variable gaming tax on "adjusted gross proceeds" ("AGP"),
which includes the total amount of all wagers made by players less all payments received by such players.  As revised
in July 1999 the progressive tax rate ranges from 0.25% on the first $2,000,000 of AGP to 20% on AGP in excess of
$15,000,000.  Local
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governmental units assess real and personal property taxes on the value of many assets, including land, building and
gaming equipment.  In addition, the city of Black Hawk assesses "device fees" on each gaming device utilized in a
casino.

Competition

       Competition in the gaming industry in the United States is intense. There are numerous competitors engaged in
the same business as the Company, and the Company's operations also compete with other forms of gaming activities,
such as Bingo, Lotto, table games, sports betting and pari-mutuel wagering.  Competition in Black Hawk, Colorado is
particularly intense as competitors are in very close proximity to the Company's operations.  There are now 19 casinos
operating in the Black Hawk market.  Additionally, there are 6 casinos located approximately one mile west in Central
City.  The Bull Durham Casino in Black Hawk is relatively small in comparison to the other casinos in the market.
 There are currently 9,576 slot machines in the Black Hawk market and 2,093 in the Central City market.  Based upon
the number of slot machines in Black Hawk, the Bull Durham casino represents approximately 2.0% of the Black
Hawk market, while the Doc Holliday Casino represents approximately 10% of the total slot machines in Central City.
 Part of our strategy to stay competitive is by continually upgrading the casinos� gaming devices to provide the most
state-of-the-art gaming experience possible, and by providing personalized customer services designed to promote
customer loyalty.  A direct mail marketing campaign was also developed that targets repeat customers as part of our
efforts to maintain market share.

       The 1991 referendum that authorized gaming in Colorado limited casinos to three mountain towns, Black Hawk,
Central City, and Cripple Creek.  There are two Native American casinos in Colorado, both in the southwest region of
the state.  However, future referendums could expand gaming to other locations.  Other forms of legal gaming in
Colorado include lottery games, dog and horse racing, and bingo.

       It is possible that additional forms of gaming could be authorized.  Colorado does not currently allow video
lottery terminals ("VLT").  VLT's are games of chance similar to slot machines that generate a random set of numbers
to be displayed on a video screen.  Winning bets are rewarded with a ticket that can be exchanged for cash.  An
initiative to legalize VLT's that was on the ballot for the November 2003 general election was defeated.

       Seasonality.  Because the Bull Durham Casino is located in a small mountain community west of Denver, it
experiences its peak business during the summer months when weather conditions are more favorable.  The winter
months tend to be substantially slower when weather conditions reduce the amount of traffic through the town.

Employees
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       The Company's President is Clifford L. Neuman, its Secretary is Pete Bloomquist and its Chief Financial Officer
is Todd Huss.

       The Bull Durham operates with an on-site general manager who shares his duties with the Doc Holliday casino.
 It currently employs 36 persons, including 30 that are considered full-time and 6 that are considered part-time.  The
Doc Holliday casino currently employs 28 persons, including 21 that are considered full-time and 7 that are
considered part-time.  The Company is not part of any
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collective bargaining agreement.  There have been no work stoppages and the company believes its employee
relations are good.

Global Gaming Technologies, LLC

On February 28, 2006, the Company entered into an Organization Agreement with a certain individual to form a
for-profit limited liability company under the name of Global Gaming Technologies, LLC (�GGT�).  Under the terms of
the Agreement, the individual contributed to GGT all of his intellectual property rights related to two games of poker,
which he individually developed.  The Company agreed to make an initial cash capital contribution to GGT of
$100,000, for which it received a 25% equity interest in GGT.  At the Company�s election, it may make an additional
$100,000 cash capital contribution to GGT for which it will receive an additional 25% equity interest.  The initial cash
contribution will be used to further develop the two games and to investigate possible patent protection.  At the
present time, both games are still under development and neither has been approved for use in any gaming
jurisdiction.  As of June 30, 2008, GGT had no revenues.

The investment is being accounted for under the equity method.  Its cash outlays have primarily been related to
investigating patent protection for the products under development and for various product development,
organizational start-up costs and limited marketing efforts.  For the years ended June 30, 2008 and 2007 we have
recorded $8,688 and $30,465, respectively, for various GGT product development expenditures.  Since February
2006, we have recorded $39,153, cumulatively, for various GGT start-up, product development and marketing costs.

As of June 30, 2008, the Company has made cash payments to GGT of $70,000 as part of the initial $100,000 cash
capital payments required under the Agreement.  The remaining $30,000 obligation was recorded as a current liability.

Intellectual Property

       The Company does not claim any intellectual property protection to any of its assets and does not believe that
intellectual property protection is material to its operations.

Consultants

     On April 1, 2008 the Company entered into Consultation Agreement (�Agreement�) with an independent contractor
to provide corporate development services.  The Agreement will automatically terminate on September 1, 2008,
unless extended by both parties.  The agreement requires the Company pay the consultant a fee equal to $50,000
payable in sums of not less than $10,000 per month.
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     In August, 2008, we entered into an agreement with an investor relations firm. The agreement has a term of six
months and provides for a monthly retainer of $2,000.
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ITEM 1A.      RISK FACTORS

An investment in our securities is speculative and involves a high degree of risk.  Please carefully consider the
following risk factors, as well as the possibility of the loss of your entire investment, before deciding to invest in our
securities.

We will require additional capital and have no commitments for funding.

            Our operations consist solely of the Bull Durham and Doc Holliday casinos.  We believe this operation can be
self-sustaining. However, it is not expected to be sufficiently profitable to fund the capital resource needs of the parent
company. These conditions make it unlikely that we could take advantage of future opportunities without a significant
capital infusion. We will have to obtain such additional capital through borrowings or from additional equity
financing.  Additional future equity financing may occur through the sale of either unregistered common stock in
exempt offerings or through the public offering of registered stock.  In any case, such additional equity financing may
result in additional dilution to investors.  There can be no assurance that any additional capital, funding or revenues
can satisfactorily be arranged.  We have no arrangements for the acquisition of additional capital.

We have leveraged our assets to secure repayment of debt. If we default in the repayment of the debt, we could
forfeit our  productive assets.

            All of our assets have been pledged as security for the repayment of debt in the approximate amount of $1.6
million.  If we are unable to pay any of the debt, our assets would be subject to foreclosure by the creditor.  Should
foreclosure occur, it is likely that we would be forced to discontinue operations and our interest in the assets could be
forfeited.  

We have not paid several of our debt obligations, and we do not expect to generate sufficient funds from operations
to pay those obligations.

            We have not paid several unsecured loans and loan agreements and other debt obligations.  We do not expect
to generate sufficient funds from operations to cover those matters.  While we believe that much of this debt is time
barred and therefore extinguished, there can be no assurance that a statute of limitations defense will be upheld.  We
continue to address debt by negotiating extensions and other modifications to the terms of these debts and by
conversion of debt to equity, restructuring of amounts due and other payment terms.  Should any of our creditors
initiate action against us to collect upon their debts, it could have a material adverse effect on our financial condition.

Edgar Filing: GLOBAL CASINOS INC - Form 10-K

20



Risks Related to our Gaming Operations

If we fail to comply with gaming regulations, we could loose our gaming license or be subject to substantial fines.

            The operation of a casino gaming facility in Colorado requires a Colorado Limited Gaming License. A
Colorado gaming license is a non-transferable, revocable privilege in which the licensee acquires no vested interest.
The Colorado Gaming Commission could choose not to renew that license if it has concerns about our management,
operations, business practices or associations.  
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Additionally, any violation of gaming laws or regulations could result in the assessment of substantial fines against us
and the persons involved.  The suspension, revocation or non-renewal of any of our licenses or the levy on us of
substantial fines could have a material adverse effect on our business, financial condition and results of operations.

Holders of our stock are subject to investigation by the Colorado Gaming Commission.

            The Colorado Gaming Commission requires that any beneficial owner of five percent or more of our
securities, including holders of our common stock, file an application for a finding of suitability. The gaming authority
has the power to investigate an owner's suitability and the owner must pay all costs of the investigation. If the owner is
found unsuitable, then the owner may be required by law to dispose of our securities.

Changes in regulatory environment could have a material adverse effect on our operating results.

            From time to time, legislators and special interest groups have proposed legislation that would expand, restrict
or prevent gaming operations or which may otherwise adversely impact our operations. Any expansion of gaming or
restriction on or prohibition of our gaming operations could have a material adverse effect on our operating results.

We face substantial competition from other gaming operations and other forms of gaming that could have a
material adverse effect on our future operations.

            We operate in a very competitive environment.  Casinos offering hotel accommodations for overnight stays
may have a competitive advantage over our casino.  In addition, many of the casinos in Black Hawk and Central City
are operated by large companies with multi-state operations and substantial resources.  Our casinos also indirectly face
competition from other forms of gaming, including the Colorado state-run lottery, multi-state lottery, online computer
gaming, charitable bingo and horse and dog racing, as well as other forms of entertainment.

Additional legalization of gaming in Colorado could adversely affect our business.

            Additional legalization of gaming in or near any area from which our casino draws customers would adversely
affect our business. Colorado law requires statewide voter approval for any expansion of limited gaming into
additional locations and depending on the authorization approved by the statewide vote, may also require voter
approval from the locality in question.  Several attempts have been made by various parties in recent years to expand
gaming in Colorado. However, to date none of this legislation has passed. However, there can be no assurance that
such legislation will not be implemented in Colorado. If such legislation is approved by the Colorado legislature or
Colorado voters, it would likely have a material adverse impact on our future operating results.
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Construction of a new roadway from Interstate 70 to Central City has not had a material beneficial impact on our
business.

            In November 2004, Central City completed a new four-lane road from Interstate 70 at Hidden Valley directly
into downtown Central City. This roadway allows drivers to reach Central City without driving through Clear Creek
Canyon and Black Hawk. While there was an initial increase in business following the opening of the highway, for the
past several years that business has been

11

Edgar Filing: GLOBAL CASINOS INC - Form 10-K

23



waning, and we do not believe that it will have any lasting positive impact on Doc Holliday operations.

We may face difficulties in attracting and retaining qualified employees for our casinos.

            The operation of our casinos requires qualified executives, managers and skilled employees with gaming
industry experience and qualifications to obtain the requisite licenses. Currently, there is a shortage of skilled labor in
the gaming industry. We believe this shortage will make it increasingly difficult and expensive for the manager of our
casino to attract and retain qualified employees. Increasing competition in Black Hawk, Central City and competing
markets may lead to higher costs in order to retain and attract qualified employees. We may incur higher labor costs in
order for the casino management to attract qualified employees from existing gaming facilities. While we believe that
we will be able to attract and retain qualified employees, we may have difficulty attracting a satisfactory number, and
we may incur higher costs than expected as a result.

Adverse weather, road conditions and infrastructure limitations affect our ability to attract customers.

            The location of our casinos in the Rocky Mountains creates a risk that it will be subject to inclement weather,
particularly snow. Severe weather conditions could cause significant physical damage to the casino or result in
reduced hours of operation or access to the casinos. Black Hawk and Central City are served by winding mountain
roads that require cautious driving, particularly in bad weather, and are subject to driving restrictions and closure.
Congestion on the roads leading to Black Hawk and Central City is common during the peak summer season, holidays
and other times and may discourage potential customers from traveling to the casinos, particularly if road construction
is in process.

Because we are dependent on two casinos for all of our cash flow, local economic conditions and other local
conditions and circumstances beyond our control could adversely affect our business.

            We are entirely dependent upon our two casinos for all of our cash flow. Therefore, we are subject to greater
risks than a geographically diversified gaming company. These greater risks include those caused by any of the risks
described in this section, including:

- local economic and competitive conditions;

- inaccessibility due to road construction or closure on primary access
routes;
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- changes in local and state governmental laws and regulations;

- natural and other disasters;

- a decline in the number of residents near or visitors to Black Hawk
and Central City; or

- a decrease in gaming activities in Black Hawk and Central City.

12

Edgar Filing: GLOBAL CASINOS INC - Form 10-K

25



            Any of the factors outlined above could adversely affect our ability to generate sufficient cash flow to continue
to operate our casino.  A recession or economic slowdown could cause a reduction in visitation to the casino, which
would adversely affect our operating results.

The recently enacted smoking ban in casinos has had a material adverse impact on gaming operations in Colorado,
including our casinos.

Effective January 1, 2008, a new Colorado law imposed a smoking ban applicable to all casinos in the state. Our data
shows that a vast majority of our most important customers are smokers, and may be deterred from gaming because of
the ban.  Smoking bans in other jurisdictions have resulted in revenue declines of 10% or more.  While the impact of
the smoking ban on our casinos is uncertain, it is likely to have an adverse impact on our gaming revenues.

Increases in the price of gasoline has had a material adverse impact on the gaming industry.

Black Hawk and Central City are only accessible by auto or bus.  As a result, the recent sharp increases in the price of
gasoline has had a material adverse impact on our operations, inasmuch as the primary demographic of our customers
is retired persons on fixed incomes.  It is unlikely that we will be able to offset the effects of increased transporation
costs with marketing and other incentives.

We are subject to environmental laws and potential exposure to environmental liabilities, which could be costly.

            We are subject to laws and regulations that impose liability and clean-up responsibility for releases of
hazardous substances into the environment. Under certain of these laws and regulations, we could be held liable for
the costs of remediating contaminated soil or groundwater on or from our property without regard to whether we knew
of, or caused, the contamination, as well as incur liability to third parties impacted by such contamination. The
presence of contamination, or failure to remediate it properly, may adversely affect our ability to sell or rent such
property.

            Our casino is located within the geographic footprint of the Clear Creek/Central City Superfund Site, a large
area of historic mining activity, which is the subject of state and federal clean-up actions. Although we have not been
named a potentially responsible party for this Superfund Site, it is possible that as a result of our ownership and
operation of our property (on which mining may have occurred in the past), we may occur costs related to this matter
in the future. To date, none of these matters of other matters arising under environmental laws has had a material
adverse effect on our business, financial condition, or results of operations; however, there can be no assurance that
such matters will not have such an effect in the future.
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The rate of taxation on gaming profits may increase in the future.

            The Colorado Constitution permits a gaming tax of up to 40% on adjusted gross gaming proceeds.  The
Colorado Gaming Commission has the authority to set gaming tax rates and the current rate structure is a progressive
scale with a maximum tax of 20%.  The cities of Black Hawk and Central City have imposed an annual device fee of
$750 per gaming device and it revises the same from time to time. The Colorado Gaming Commission has eliminated
its annual device fee for gaming machines. The Colorado Gaming Commission may revise the gaming tax or
re-impose the state device fee at any time and has been conducting annual reviews to reconsider and reevaluate the
gaming taxes on or about July 1st of each year. We cannot assure you that the tax rates applicable to
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the casino will not be increased in the future by either the Colorado Gaming Commission or the cities of Black Hawk
or Central City.  Additionally, from time to time, certain federal legislators have proposed the imposition of a federal
tax on gaming revenues. Any such tax could adversely affect our financial condition or results of operations.

Energy and fuel price increases may adversely affect our costs of operations and our revenues.

            Our casino properties use significant amounts of electricity, natural gas and other forms of energy. While no
shortages of energy have been experienced, the recent substantial increases in the cost of electricity in the United
States may negatively affect our results of operations. The extent of the impact is subject to the magnitude and
duration of the energy and fuel price increases.

We experience quarterly fluctuations in our results of operations.

            Our quarterly operating results fluctuate because of seasonality and other factors. We typically generate the
best operating profits in our fourth and first fiscal quarters, which end in June and September, respectively. These
seasonal trends may impact our financial condition to the extent we need more funds during periods of slower activity
in the future.

We have not paid dividends and do not anticipate paying any dividends on our common stock in the foreseeable
future.

            We anticipate that we will retain all future earnings and other cash resources for the future operation and
development of our business.  We do not intend to declare or pay any cash dividends in the foreseeable future.
 Payment of any future dividends will be at the discretion of our Board of Directors after taking into account many
factors, including our operating results, financial condition, current and anticipated cash needs, and other factors.  

The existence of outstanding convertible preferred stock, options and warrants may impair our ability to raise
capital.

            At September 1, 2008, there were 935,000 shares of common stock issuable upon conversion of convertible
preferred stock and exercise of outstanding options and warrants at a weighted average exercise price of $0.90 per
share.  During the life of the preferred stock, options and warrants, the holders are given an opportunity to profit from
a rise in the market price of our common stock with a resulting dilution in the interest of the other shareholders.  Our
ability to obtain additional financing during the period the warrants are outstanding may be adversely affected and the
existence of the warrants may have an effect on the price of our common stock.  The holders of the warrants may be

Edgar Filing: GLOBAL CASINOS INC - Form 10-K

28



expected to exercise them at a time when we would, in all likelihood, be able to obtain any needed capital by a new
offering of securities on terms more favorable than those provided by the warrants.

There are trading risks for low priced stocks.

            Our common stock is currently traded in the over-the-counter market on the "Electronic Bulletin Board" of the
National Association of Securities Dealers, Inc.  As a consequence, an investor could find it more difficult to dispose
of, or to obtain accurate quotations as to the price of, our securities.
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            The Securities Enforcement and Penny Stock Reform Act of 1990 requires additional disclosure, relating to
the market for penny stocks, in connection with trades in any stock defined as a penny stock.  The Commission
recently adopted regulations that generally define a penny stock to be any equity security that has a market price of
less than $5.00 per share, subject to certain exceptions.  Such exceptions include any equity security listed on
NASDAQ and any equity security issued by an issuer that has (i) net tangible assets of at least $2,000,000, if such
issuer has been in continuous operation for three (3) years, (ii) net tangible assets of at least $5,000,000, if such issuer
has been in continuous operation for less than three (3) years, or (iii) average annual revenue of at least $6,000,000, if
such issuer has been in continuous operation for less than three (3) years.  Unless an exception is available, the
regulations require the delivery, prior to any transaction involving a penny stock, of a disclosure schedule explaining
the penny stock market and the risks associated therewith.

            If our securities are not quoted on NASDAQ, or we do not have $2,000,000 in net tangible assets, trading in
our securities will be covered by Rules 15-g-1 through 15-g-6 promulgated under the Exchange Act for
non-NASDAQ and non-exchange listed securities.  Under such rules, broker-dealers who recommend such securities
to persons other than established customers and accredited investors must make a special written suitability
determination that the penny stock is a suitable investment for the purchaser and receive the purchaser's written
agreement to this transaction.  Securities are exempt from these rules if the market price of the common stock is at
least $5.00 per share.

The market price of our securities could be adversely affected by sales of restricted securities.

            Actual sales or the prospect of future sales of shares of our common stock under Rule 144 may have a
depressive effect upon the price of, and market for, our common stock.  As of September 15, 2008, 5,955,215 shares
of our common stock were issued and outstanding. Approximately 3,021,539 of these shares are "restricted securities"
and under some circumstances may, in the future, be under a registration under the Securities Act or in compliance
with Rule 144 adopted under the Securities Act.

We cannot predict what effect, if any, that sales of shares of common stock, or the availability of these shares for sale,
will have on the market prices prevailing from time-to-time.  Nevertheless, the possibility that substantial amounts of
common stock may be sold in the public market may adversely effect prevailing prices for our common stock and
could impair our ability to raise capital in the future through the sale of equity securities.

Our ability to issue additional securities without shareholder approval could have substantial dilutive and other
adverse effects on existing stockholders and investors in this offering.

            We have the authority to issue additional shares of common stock and to issue options and warrants to
purchase shares of our common stock without shareholder approval.  Future issuance of common stock could be at
values substantially below the exercise price of the warrants, and therefore could represent further substantial dilution
to you as an investor in this offering.  In addition, we could issue large blocks of voting stock to fend off unwanted
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tender offers or hostile takeovers without further shareholder approval.  

15

Edgar Filing: GLOBAL CASINOS INC - Form 10-K

31



Our corporate charter makes certain limitations on director liability.

            Our Articles of Incorporation provide, as permitted by Utah law, that our directors shall not be personally
liable to the corporation or our stockholders for monetary damages for breach of fiduciary duty as a director, with
certain exceptions.  These provisions may discourage stockholders from bringing suit against a director for breach of
fiduciary duty and may reduce the likelihood of derivative litigation brought by stockholders on behalf of us against
directors.  In addition, our Articles of Incorporation and bylaws provide for mandatory indemnification of directors
and officers to the fullest extent permitted by Utah law.

Changes in the corporate and securities laws and regulations are likely to increase our costs.

The Sarbanes-Oxley Act of 2002 (SOX), which became law in July 2002, has required changes in some of our
corporate governance, securities disclosure and compliance practices. In response to the requirements of SOX, the
SEC and major stock exchanges have promulgated new rules and listing standards covering a variety of subjects.
Compliance with these new rules and listing standards that are likely to increase our general and administrative costs,
and we expect these to continue to increase in the future. In particular, we are required to include the management
report on internal control as part of this annual report for the year ending June 30, 2008 pursuant to Section 404 of
SOX. We have evaluated our internal control systems in order (i) to allow management to report on, as required by
these laws, rules and regulations, (ii) to provide reasonable assurance that our public disclosure will be accurate and
complete, and (iii) to comply with the other provisions of Section 404 of SOX.  Beginning with our annual report for
the fiscal year ending June 30, 2009, we will be required to include with the management report the attestation of our
independent registered auditors. Future compliance with SOX 404 will require a significant expenditure of human
resources and finances, and could adversely impact our operations.  Furthermore, there is no precedent available by
which to measure compliance adequacy.  If we are not able to implement the requirements relating to internal controls
and all other provisions of Section 404 in a timely fashion or achieve adequate compliance with these requirements or
other requirements of SOX, we might become subject to sanctions or investigation by regulatory authorities such as
the SEC or NASD. Any such action may materially adversely affect our reputation, financial condition and the value
of our securities, including our common stock. We expect that SOX and these other laws, rules and regulations will
increase legal and financial compliance costs and will make our corporate governance activities more difficult,
time-consuming and costly. We also expect that these new requirements will make it more difficult and expensive for
us to obtain director and officer liability insurance.

If we fail to maintain an effective system of internal controls, we may not be able to accurately report our financial
results or prevent fraud. As a result, current and potential shareholders could lose confidence in our financial
reporting, which would harm our business and the trading price of our stock.

     Effective internal controls are necessary for us to provide reliable financial reports and effectively prevent fraud. If
we cannot provide financial reports or prevent fraud, our business reputation and operating results could be harmed.
Inferior internal controls could also cause investors to lose confidence in our reported financial information, which
could have a negative effect on the trading price of our stock.
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Members of our management have conflicts of interest.

            Our directors, are, or may become in their individual capacity, officers, and directors, controlling shareholders
and/or partners of other entities engaged in a variety of businesses.  Thus, they may develop conflicts of interest
including, among other things, time, effort, and corporate opportunity, involved in participation with such other
business entities.  The amount of time that our directors will devote to our business will be limited.  

ITEM 1B.      UNRESOLVED STAFF COMMENTS.

None

ITEM 2. PROPERTIES

Corporate Offices

Prior to January 2006, we leased approximately 4,200 square feet of space used as its corporate offices.  The lease
required monthly payments of approximately $3,500.  A portion of the space was subleased for monthly rental income
of approximately $2,500.  In January 2006, the lease with the landlord was terminated and assumed by Gunpark Asset
Management, LLC (Gunpark), a company operated by the Company�s former President and Director.  Concurrently,
the Company entered into a Shared Services Agreement with Gunpark.  The agreement required Gunpark provide
sufficient office space to the Company, and requires the Company make monthly payments directly to the landlord of
$3,000.  The monthly payment was allocated as $2,000 to rent expense, and $1,000 to clerical services.  In March
2008, the agreement was modified by both parties due to changes in the delivery of clerical services to be provided
under the previous agreement.  By mutual agreement of both parties, the current agreement expired June 1, 2008.
 Upon termination of the Shared Services Agreement, we began utilizing certain office functions and systems
managed by the Company�s president and chief executive officer in Boulder, Colorado.  As such, we have significantly
reduced our corporate office space requirements and do not expect additional further office space or services will be
required under the current corporate operating structure.

Operating Subsidiaries

Edgar Filing: GLOBAL CASINOS INC - Form 10-K

34



       The facilities and properties of the Company's operating subsidiaries are more fully described in Item 1 of this
Report and are incorporated herein by this reference.

       The Company believes that each of its facilities is adequate for its intended purpose and does not plan any
significant investment in additional facilities during the next year.
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ITEM 3. LEGAL PROCEEDINGS

       The Company and its officers and directors are involved in the following material legal proceedings:

Civil Litigation

Michael Jacobs vs. Global Casinos, Inc.  This matter has been pending for more than ten years without any action
having been taken by the plaintiff. Management has concluded that after this annual report, unless action is
subsequently taken, the matter is no longer required to be disclosed as pending.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None, except as previously disclosed.
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PART II

ITEM 5. MARKET FOR REGISTRANT�S COMMON EQUITY AND
RELATED STOCKHOLDER MATTERS

       The outstanding shares of Common Stock are traded over-the-counter and quoted on the OTC Bulletin Board
("OTCBB") under the symbol "GBCS".  The reported high and low bid and ask prices for the common stock are
shown below for the period from July 1, 2006 through June 30, 2008.

Bid Ask
High Low High Low

20076 Fiscal Year
July - Sept 2006 $0.91 $0.88 $1.01 $0.93
Oct - Dec 2006 0.90 0.70 1.00 0.74
Jan - Mar 2007 0.79 0.68 0.85 0.70
Apr - June 2007 0.85 0.60 0.85 0.65

2008 Fiscal Year
July - Sept 2007 $0.88 $0.70 $0.95 $0.80
Oct � Dec 2007 0.90 0.60 1.01 0.73
Jan � Mar 2008 0.80 0.52 0.95 0.70
Apr � June 2008 0.88 0.52 0.96 0.64

       The bid and ask prices of the Company's common stock as of September 15, 2008 were $0.75 and $0.89
respectively, as reported on the OTCBB.  The OTCBB prices are bid and ask prices which represent prices between
broker-dealers and do not include retail mark-ups and mark-downs or any commissions to the broker-dealer.  The
prices do not reflect prices in actual transactions. As of  September 15, 2008,there were approximately 133 record
owners of the Company's common stock.

       The OTC Bulletin Board is a registered quotation service that displays real-time quotes, last sale prices and
volume information in over-the-counter (OTC) securities.  An OTC equity security generally is any equity that is not
listed or traded on NASDAQ or a national securities exchange.  The OTCBB is not an issuer listing service, market or
exchange.  Although the OTCBB does not have any listing requirements, per se, to be eligible for quotation on the
OTCBB, issuers must remain current in their filings with the SEC or applicable regulatory authority.

       The Company's Board of Directors may declare and pay dividends on outstanding shares of common stock out of
funds legally available therefore in its sole discretion; however, to date other than the 8% dividend payable on our

Edgar Filing: GLOBAL CASINOS INC - Form 10-K

37



outstanding shares of Series D Preferred Stock, no dividends have been paid on common stock and the Company does
not anticipate the payment of dividends in the foreseeable future.  Further, under the terms of the convertible preferred
stock issued by the Company, the Company is restricted from paying cash dividends on common stock during the
period that the convertible preferred stock is outstanding.
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Recent Sales of Unregistered Securities

        1.          In January 2005, we completed the private placement of units, each unit consisting of a 12% convertible
debenture and a warrant exercisable to purchase one share of our common stock for each dollar in principal amount of
debenture at an exercise price of $0.15.  In total, up to 1,500,000 shares of our common stock could be issued if all of
the debentures were converted and all of the warrants exercised.  Gross proceeds of the offering were $500,000, which
proceeds were used to retire a secured note and an option held by Astraea Investment Management, L.P. The units
were sold to a total of six investors, each of whom qualifies as an "accredited investor" within the meaning of Rule
501(a) of Regulation D under the Securities Act.  The securities were taken for investment purposes and were subject
to restrictions on transfer.  The securities were issued in reliance on Rule 506, Regulation D promulgated under the
Securities Act of 1933, as amended.

        2.     Warrant Exercise

a.

From October to December, 2005, the Company completed the sale of an aggregate of 650,000 shares of common
stock, $.05 par value (�Common Stock�) at a price of $.15 per share pursuant to the exercise of issued and outstanding
warrants.  The Company received gross proceeds of $97,500 from the exercise of the warrants. The warrants had been
sold in private placements that were completed in January, 2005.

b.

The Securities were sold exclusively to persons who qualified as "accredited investors" within the meaning of Rule
501(a) of Regulation D under the Securities Act of 1933 as amended (the "Securities Act").  There were an aggregate
of seven accredited investors who participated in the offering.  The shares issued upon exercise of the warrants were
�restricted securities� under the Securities Act. The Company has agreed to register for resale under the Securities Act,
the shares of Common Stock underlying the Warrants.

c.

The Company paid no fees or commissions in connection with the warrant exercise.

d.

The sale of the Securities was undertaken without registration under the Securities Act in reliance upon an exemption
from the registration requirements of the Securities Act set forth in Section 4(2) thereunder.  Each of the investors in
the offering qualified as an "accredited investor" within the meaning of Rule 501(a) of Regulation D.  In addition, the
Securities, which were taken for investment purposes and not for resale, were subject to restrictions on transfer.  We
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did not engage in any public advertising or general solicitation in connection with this transaction, and we provided
each investor in the offering with disclosure of all aspects of our business, including providing each investor with our
reports filed with the Securities and Exchange Commission and other financial, business and corporate information.
 Based on our investigation, we believed that each accredited investor obtained all information regarding the Company
that they requested, received answers to all questions posed and otherwise understood the risks of accepting our
Securities for investment purposes.

e.

The exercise terms of the Warrants are described in Item 3.02(a) above.  

f.

The proceeds of the warrant exercises will be used to provide working capital to the Company.
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     3.     Debenture Conversion

a.

In January, 2005, the Company completed the sale of an aggregate of $500,000 in 12% Convertible Debentures.
 Pursuant to the agreement of the investors who purchased the Debentures, all outstanding Debentures converted
automatically into shares of Common Stock on December 31, 2005.  The price at which the Debentures converted was
$.50 per share.  An aggregate of 1.0 million shares of Common Stock became issuable as a result of the automatic
conversion

b.

The shares issued upon conversion of the Debentures were issued exclusively to persons who qualified as "accredited
investors" within the meaning of Rule 501(a) of Regulation D under the Securities Act of 1933 as amended (the
"Securities Act").  There were an aggregate of six accredited investors who participated in the transaction.  The shares
issued upon conversion of the Debentures were �restricted securities� under the Securities Act. The Company has agreed
to register for resale under the Securities Act, the shares of Common Stock underlying the Debentures.

c.

The Company paid no fees or commissions in connection with the Debenture conversion.

d.

The sale of the Securities was undertaken without registration under the Securities Act in reliance upon an exemption
from the registration requirements of the Securities Act set forth in Sections 4(2) and 3(a)(9) thereunder.  Each of the
investors in the offering qualified as an "accredited investor" within the meaning of Rule 501(a) of Regulation D.  In
addition, the Securities, which were taken for investment purposes and not for resale, were subject to restrictions on
transfer.  We did not engage in any public advertising or general solicitation in connection with this transaction, and
we provided each investor in the offering with disclosure of all aspects of our business, including providing each
investor with our reports filed with the Securities and Exchange Commission and other financial, business and
corporate information.  Based on our investigation, we believed that each accredited investor obtained all information
regarding the Company that they requested, received answers to all questions posed and otherwise understood the
risks of accepting our Securities for investment purposes.

e.

The conversion terms of the Debentures are described in Item 3.02(g) above.  
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f.

There were no proceeds received as a result of the conversion of the Debentures.

     4.     Schmidt Conversion

a.

In November, 1996, the Company completed the sale of two promissory notes in the aggregate principal amount of
$25,000.  In December 2005, and pursuant to the agreement of the noteholder who held the notes, the Company
agreed to issue to the investor an aggregate of 22,250 shares of Common Stock and $33,000 in consideration of the
investor�s surrender of the notes and any further claims against the Company. Under the agreement with the
noteholder, the shares were valued at $1.00 per share.  

b.

The shares issued upon conversion of the two notes were issued exclusively to one person who represented and
warranted as to his financial sophistication.  The shares issued upon conversion of the notes were �restricted securities�
under the Securities Act.
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c.

The Company paid no fees or commissions in connection with the note conversion.

d.

The sale of the Securities was undertaken without registration under the Securities Act in reliance upon an exemption
from the registration requirements of the Securities Act set forth in Sections 4(2) thereunder.  In addition, the
Securities, which were taken for investment purposes and not for resale, were subject to restrictions on transfer.  We
did not engage in any public advertising or general solicitation in connection with this transaction, and we provided
each investor in the offering with disclosure of all aspects of our business, including providing each investor with our
reports filed with the Securities and Exchange Commission and other financial, business and corporate information.
 Based on our investigation, we believed that the investor obtained all information regarding the Company that he
requested, received answers to all questions posed and otherwise understood the risks of accepting our Securities for
investment purposes.

e.

Not applicable.  

f.

There were no proceeds received as a result of the conversion of the notes.

     5.     Jennings Option Exercise

a.

In December, 2005, the Company completed the sale of an aggregate of 150,000 shares of common stock, $.05 par
value (�Common Stock�) at an average price of $.12 per share pursuant to the exercise of issued and outstanding
options.  The Company received gross proceeds of $17,500 from the exercise of the options. The options had been
granted to our former President and Director for his services to the Company.

b.
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The Securities were sold exclusively to one person who qualified as an "accredited investor" within the meaning of
Rule 501(a) of Regulation D under the Securities Act of 1933 as amended (the "Securities Act").  The shares issued
upon exercise of the warrants were �restricted securities� under the Securities Act.

c.

The Company paid no fees or commissions in connection with the option exercise.

d.

The sale of the Securities was undertaken without registration under the Securities Act in reliance upon an exemption
from the registration requirements of the Securities Act set forth in Section 4(2) thereunder.  The investor qualified as
an "accredited investor" within the meaning of Rule 501(a) of Regulation D, as he was an executive officer and
 director of the Company at the time of exercise.  In addition, the Securities, which were taken for investment
purposes and not for resale, were subject to restrictions on transfer.  We did not engage in any public advertising or
general solicitation in connection with this transaction, and we provided each investor in the offering with disclosure
of all aspects of our business, including providing each investor with our reports filed with the Securities and
Exchange Commission and other financial, business and corporate information.  Based on our investigation, we
believed that the accredited investor obtained all information regarding the Company that he requested, received
answers to all questions
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posed and otherwise understood the risks of accepting our Securities for investment purposes.

e.

The exercise terms of the options are described in Item 3.02(a) above.  

f.

The proceeds of the option exercise will be used to provide working capital to the Company.

     6.     Marketing Services Agreement

a.

Between July 2005 and January 2006, the Company issued an aggregate of 6,000 shares of common stock, (1,000
shares per month) for services under a marketing services agreement.  The shares were valued at $1.00 per share.

b.

The shares issued for marketing services were issued exclusively to one person who represented and warranted that
she qualified as an �accredited investor� within the meaning of Rule 501(a) of Regulation D.  The shares issued for
services were �restricted securities� under the Securities Act.

c.

The Company paid no fees or commissions in connection with the share issuances.

d.

The sale of the Securities was undertaken without registration under the Securities Act in reliance upon an exemption
from the registration requirements of the Securities Act set forth in Sections 4(2) thereunder.  In addition, the
Securities, which were taken for investment purposes and not for resale, were subject to restrictions on transfer.  We
did not engage in any public advertising or general solicitation in connection with this transaction, and we provided
each investor in the offering with disclosure of all aspects of our business, including providing each investor with our
reports filed with the Securities and Exchange Commission and other financial, business and corporate information.
 Based on our investigation, we believed that the investor obtained all information regarding the Company that he
requested, received answers to all questions posed and otherwise understood the risks of accepting our Securities for
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investment purposes.

e.

Not applicable.  

f.

There were no proceeds received as a result of the issuance of the shares.

     7.     General Manager Options Exercise  

a.

On January 30, 2007, a previously awarded stock option grant to our General Manager at the Bull Durham Casino that
was to expire on that date was extended for an additional year.  Total compensation cost associated with the extension
was $29,664, and is included in operating, general, and administrative expenses for the year ended June 30, 2007. The
fair value of the option extension was estimated utilizing the Black-Scholes option pricing model with the following
assumptions: expected life of 0.5 years; expected volatility of 65%; risk free interest rate of 5.11% and no dividend
yield. On February 20, 2007 all the options associated with the extension were exercised, and as a result, 50,000
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shares of common stock were issued.  The Company realized proceeds of $6,500 associated with the exercise of the
options.

b.  The shares issued were issued exclusively to one person who serves on the board of directors of our subsidiary,
Casinos USA, Inc. and General Manager of the Bull Durham Casino.  The shares issued upon exercise of the options
were �restricted securities� under the Securities Act.

c.   The Company paid no fees or commissions in connection with the share issuances.

d.

The sale of the Securities was undertaken without registration under the Securities Act in reliance upon an exemption
from the registration requirements of the Securities Act set forth in Sections 4(2) thereunder.  In addition, the
Securities, which were taken for investment purposes and not for resale, were subject to restrictions on transfer.  We
did not engage in any public advertising or general solicitation in connection with this transaction, and we provided
each investor in the offering with disclosure of all aspects of our business, including providing each investor with our
reports filed with the Securities and Exchange Commission and other financial, business and corporate information.
 Based on our investigation, we believed that the investor obtained all information regarding the Company that he
requested, received answers to all questions posed and otherwise understood the risks of accepting our Securities for
investment purposes.

e.

Not applicable.  

f.   The proceeds from the option exercise were used for general working capital.

     8.

On March 17, 2008, the Company accepted a subscription agreement pursuant to which the Company agreed to issue,
an aggregate of 100,000 shares of common stock, $.05 par value (the �Common Stock� or �Shares�) in consideration of
$50,000.

a.

The shares were issued to one person who qualified as an "accredited investor" within the meaning of Rule 501(a) of
Regulation D under the Securities Act of 1933 as amended (the "Securities Act").    The shares issued were �restricted
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securities� under the Securities Act.

b.

The Company paid no fees or commissions in connection with the issuance of the Shares.

c.

The sale of the Securities was undertaken without registration under the Securities Act in reliance upon an exemption
from the registration requirements of the Securities Act set forth in Sections 4(2) thereunder.  The investor qualified as
an "accredited investor" within the meaning of Rule 501(a) of Regulation D.  In addition, the Securities, which were
taken for investment purposes and not for resale, were subject to restrictions on transfer.  We did not engage in any
public advertising or general solicitation in connection with this transaction, and we provided the investor with
disclosure of all aspects of our business, including providing the investor with our reports filed with the Securities and
Exchange Commission and other financial, business and corporate information.  Based on our investigation, we
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believed that the accredited investor obtained all information regarding the Company that he requested, received
answers to all questions posed and otherwise understood the risks of accepting our Securities for investment purposes.

d.

Not applicable.

e.

The proceeds received were used in connection with the acquisition of substantially all of the tangible and intangible
assets used in connection with the operation of the Doc Holliday Casino, Central City, Colorado which was finalized
March 18, 2008.

9.

On April 15, 2008, the Company accepted a subscription agreement pursuant to which the Company agreed to issue,
an aggregate of 100,000 shares of common stock, $.05 par value (the �Common Stock� or �Shares�) in consideration of
$50,000.

a.

The shares were issued to one person who qualified as an "accredited investor" within the meaning of Rule 501(a) of
Regulation D under the Securities Act of 1933 as amended (the "Securities Act").    The shares issued were �restricted
securities� under the Securities Act.

b.

The Company paid no fees or commissions in connection with the issuance of the Shares.

c.
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