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DISTRICT COURT 

CLARK COUNTY, NEVADA 

CLUB VISTA FINANCIAL SERVICES, L.L.C., a Nevada ) 

Limited Liability Company; THARALDSON MOTELS, II, ) 

INC., a North Dakota corporation; and GARY D. ) Case No. 

THARALDSON, )A579963 


Plaintiffs, 	 ) Dept. No. 
v. 	 ) XIII 

) 

SCOTT FINANCIAL CORPORATION, a North Dakota ) 

corporation; BRADLEY J. SCOTTi BANK OF OKLAHOMA, ) 

N.A., a national banki GEMSTONE DEVELOPMENT WEST, ) 

INC., a Nevada corporation; ASPHALT PRODUCTS ) 

CORPORATION D/B/A APCO CONSTRUCTION, a Nevada ) 

corporation; DOES INDIVIDUALS 1-100i and ) 
ROE BUSINESS ENTITIES 1-100, ) 

) 

Defendants. 	 ) 

~~~~~~--~~--------~--~-----------)SCOTT FINANCIAL CORPORATION, a foreign ) 
corporation, ) 

Counterclaimant, ) 
v. 	 ) 

) 

GARY 	 D. THARALDSON, ) 

Counterdefendant. ) 

----------------------------------------------) 
CONFIDENTIAL 

VIDEOTAPED DEPOSITION OF JAMES SHEPPARD 

VOLUME I 

PAGES 1-123 

LAS VEGAS, NEVADA 

OCTOBER 29, 2010 

REPORTED BY: 	 HOLLY J. PIKE, CCR NO. 680, RPR, CSR 
LST JOB NO. 129532 
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Mr. Muckleroy say? 

A. He just said, Really, what we'd like to do is just 

have an opportunity to get together with you to ask you a 

few questions, kind of explore, you know, what your role was 

in the matter of ManhattanWest. I don't think at this time 

there's going to be any need to actually put you guys 

through depositions. Let's just get together, if you could, 

and set a convenient time where you could come in and just 

have a chat with the two of us. 

So that was kind of the gis.t of the conversation. 

Q. Do you recall him discussing at all with you what 

the allegations were in the case at that time? 

A. On the phone? 

Q. Yes/ sir. 

A. Not in any detail. Not on the phone, no. 

Q. So the next item references August 19th, 20l0: We 

met at Martin's office at 8:00 a.m. Martin met us in the 

lobby and started discussing the people involved in the 

case. 

A. Yes. 

o. Now, what did Mr. Muckleroy tell you, again as 

best you recall, because I know some of these times blend 

together, but while you were still in the lobby, what did he 

start to tell you? 

A. Well, we were waiting for Mr. Morrill to arrive. 

* CONFIDENTIAL * 
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1 So Martin kind of filled us in on everything. You know, we 


2 
 asked questions as well. So we said to Martin, What's the 


3 
 nature of the lawsuit? So he told us. That's when we began 


4 
 to hear, you know, these guys were con artists. They're 


5 
 scum. They defrauded the system. They committed fraud. 


6 
 And just on and on and on. 


7 
 But first, before he got into that, he proceeded 


8 
 to, I'll say stroke us a little bit by telling us they had 


9 
 done their homework and found out we had integrity in the 

10 industry and we were honest and verified through his 

11 assistant, Korin, who knew of us in the business. And then 

12 we got the diatribe after that. 

13 Q. Okay. 

14 A. Which proceeded into the conference room when 

15 Mr. Morrill arrived. 

16 Q. Now, before we get to Mr. Morrill arriving, you 

17 made the comment that Mr. Muckleroy said they committed 

18 fraud. Who was the "they" that he described? 

19 A. The they, Brad Scott, the Edelsteins, both, just 

20 they didn't really say anything about Bank of Oklahoma at 

21 that point. I shouldn't say -- Martin didn't at that point, 

22 anyway. 

23 Q. The next line item in your timeline says, uWhen 

24 Layne Morrill came in, we went into the conference room with 

25 Martin. They filled us in on many different things about 

* CONFIDENTIAL * 
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1 all parties of which we had no knowledge of prior to that 

2 meeting. n 

3 A. They told us the nature of the lawsuit. 

4 Q. According to them, what was the nature of the 

5 lawsuit? 

6 A. That our letters -

7 Q. Let me ask you if I can be specific as to who was 

8 talking when you're telling me what happened. 

9 A. Sure. And they both were talking about this. 

10 They both chimed in. 


11 Q. Mr. Morrill and Mr. Muckleroy? 


12 A. Yes, yes. Basically the gist of was that 


13 nobody felt that our letters should have been checked off as 


14 being sufficient in order to release construction financing. 


15 And, you know, that's how they began. And the intent was, 


16 during the conversation, to have us down play our own 


17 letters. That was an effort on Layne's part. 


18 Q. Just so I'm clear about this. If I understand 


19 what you're saying, that Mr. Morrill was attempting to get 


20 you to somehow agree with him that your prequalification 


21 letters were really not valid prequalification letters? 


22 A. Absolutely, yes. 


23 MR. ARONSON: Objection. Form. 


24 BY MR. JONES: 


25 Q. And that he, I take it, was quite forceful in his 


* CONFIDENTIAL * 
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1 
 BY MR. JONES: 

2 
 Q. And they're still trying to get you to do it; 

right?3 


MR. ARONSON: Form.4 


THE WITNESS: Yes.5 


BY MR. JONES:6 


Q. The next entry is the next day at the bottom of7 


8 
 your page of your timeline, September 9, 2010, Called Layne 

again to let him know we were not going to sign the9 


10 
 documentation and did not appreciate the unprofessionalism. 

11 
 Did you personally speak to Mr. Morrill? 

MR. ARONSON: Form.12 


THE WITNESS: Yes.13 


BY MR. JONES:14 


Q. Tell me about that conversation, in your own15 


words.16 


A. Well, I think you'll see on the next page that17 


Layne had called back and we had a conversation.18 


Q. Let's go to that, then.19 


A. Okay.20 


21 
 Q. The next entry reads, September 9 of 2010, Layne 

22 
 returned a call to our cell phone and I reiterated what I 


23 
 left on the voice message. At that time he instructed me 

24 
 for mine and Vicki's own good to destroy any and all e-mai1s 

25 
 and correspondence between us as it would shorten our 

* CONFIDENTIAL * 
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deposition time with the other attorneys? 

A. Yes. He said, From now on let's communicate by 

phone and if I were you, ha, ha, ha, I would get rid of 

those e-mails because, if you are deposed, it would maybe 

take half the time. 

o. So did you get the impression that he was telling 

you to, essentially, destroy evidence? 

A. 	 Absolutely. 


MR. ARONSON: Objection. Form. 


THE WITNESS: It was pretty clear. 


BY MR. JONES: 

O. 	 What did you think about that? 

A. I think at that point I was anxious to tell other 

people what's going on. I was pretty upset by it. 

O. 	 Well -- go ahead? 

A. His attempt in that conversation was to, You know 

what, Jim, you're right, the letters should stand on their 

own. I mean, yeah, you can go ahead and do that. I agree 

with you. You know what? The affidavit should be in our 

own words, but if I were you, I would get rid of those 

e-mails, otherwise the depositions may take twice as long, 

yeah. 

Q. 	 Again, Mr. Morrill is telling you this? 

A. 	 Yes. 

O. 	 He tells you the reason you should destroy that 

* CONFIDENTIAL * 
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1 
 evidence? 

2 
 A. Yes. 

3 
 MR. ARONSON: Objection. Form. 

4 
 BY MR. JONES: 

5 
 Q. But did you believe that was really the reason he 

6 
 thought you should destroy the evidence, for your good, or 

7 
 did you believe it was for his good? 

8 
 MR. ARONSON: Objection. Form. 

9 
 THE WITNESS: I think it was pretty obvious it was 

10 
 for his good, yeah. 

BY MR. JONES:11 


12 
 Q. Was there anything in those e-mai1s that you were 

13 
 concerned about or felt was inappropriate or wrong in any 

14 
 way, shape or form? 

15 
 A. Yes. 

16 
 Q. That you had written? 

A. Oh, no.17 


18 
 Q. What about Mr. Morrill? 

A. Absolutely.19 


20 
 MR. ARONSON: Objection. Form. 

THE WITNESS: He was trying to twist our arm into21 


22 
 signing an affidavit in his own words, not ours. 

23 
 BY MR. JONES: 

24 
 Q. I want to ask you some follow-up questions about 

25 
 that, then. 

* CONFIDENTIAL * 

SCOTT APP 000254



JAMES SHEPPARD { VOLUME I - 10/29/2010 

Page 107 

1 Based upon all this whole experience, going all 

2 the way back to the first meeting you had with Mr. Muckleroy 

3 and Mr. Morrill, do you feel, especially considering the 

4 totality of everything that had happened up to this point, 

5 September 9th of 2010, that Mr. Muckleroy and Mr. Morrill 

6 were trying to pressure you or intimidate you into signing 

7 false affidavits? 

8 MR. ARONSON: Objection. Form. 

9 THE WITNESS: Of course. Yeah, the affidavits 

10 were composed by him and he wanted his own words in our 

11 affidavit. Of course I objected strongly in every 

12 conversation I had. 

13 BY MR. JONES: 

14 Q. And did you feel that they were attempting, 

15 essentially, to intimidate you into signing these things? 

16 MR. ARONSON: Objection. Form. 

17 THE WITNESS: Yeah, they were using the affidavit 

18 in lieu of, You know what, if you do this you're probably 

19 not going to be deposed. It was using that against, You 

20 guys don't want to be dragged through all that. We get it. 

21 We understand. Let's just do the affidavit and that 

22 probably will be the end of it. So, sure. 

23 BY MR. JONES: 

24 Q. When you didn't want to sign it because you 

25 weren't comfortable with the language that Mr. Morrill had 

* CONFIDENTIAL * 
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1 chosen, did you feel that he was attempting to - the manner 

2 in which he tried to follow up to get you to sign it was 

3 trying to pressure you to sign that? 

4 A. Yeah. I think he realized 

5 MR. ARONSON: Objection. Form. 

6 THE WITNESS: It was pretty clear to me he had 

7 realized at that point that he went down the wrong path of 

8 trying to convince us and pressure us to sign the affidavit, 

9 sure. 

10 BY MR. JONES: 

11 Q. I don't know if you can speak to this, but do you 

12 think that your wife was essentially more intimidated by 

13 this process that they were using than you were? 

14 MR. ARONSON: Form. 

15 THE WITNESS: I was probably more upset and that's 

16 further down the line too. So, yeah, I was more upset about 

17 it. You know, it was unprofessional. It was unethical at 

18 the very least. Vicki was pretty upset by itt yeah. 

19 BY MR. JONES: 

20 Q. Let's look at the next note in your timeline. 

21 September 14th, 2010, Martin and Korin contacted me on the 

22 cell phone together to let me know that Vicki would be 

23 receiving a subpoena and the date of October 1st at 9:00 

24 a.m. was set. Do you recall that? 

25 A. Yes. 

* CONFIDENTIAL * 
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