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you know, he was gqing to hold me responsible, and stuff like'
this. And I said - I blew it off basically, because I knew
that Eric was in a -- I mean, I didn’t -- I didn’'t interpret
it as a serious threat.

Q Did he threaten to sue you?

A Essentially.

Q Yeah. I

A Well, he -- he threatened to hold me accountable.
Now, what is that?; I don't know whether he was going to shoot
me or sue me. I don’‘t know.

Q Those are familiar. We’'re going to hear some of
those in the days fo come.

(WHEREUPON, MR. DICKERSON APPRCACHES THE WITNESS.)

Q 'All right. I want to talk a bit about the

management fee that is owed to -- the deferred management fee
that is --

A Yes.

Q -- owed to_Eric. I'm going to show you what’s been
-- has -- what’s been marked for identification purposes as

Defendant’s Exhibi£ cece.,
(WHEREUPON, MR. DICKERSON HANDS THE WITNESS A DOCUMENT.)
A Yes.
(WHEREUPON, MR. DICKERSON HANDS MR. JID‘MBRSON AND THE

COURT A DOCUMENT.)

|
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Q You provided this document to me in the past, is

that correct?

A Yes.

Q And do you recall providing that to me on the day of
your deposition? .Do you recall it being then or was it some
time after that?

A I believe it was in response to a request by yvou at
the deposition, ié -- I thought.

|

Q Okay. And what is Exhibit CCCC? What is this?

A Basicaliy, a complete listing of the management fees
that have been, aﬁ that point paid from the beginning, and an
alloc -- and how ﬁhey were allocated.

. (DEFENDANT'S EXHIBIT CCCC IS IDENTIFIED.}

Q Okay. ﬁnd so does this show for every entity that
-- that share in the management fee, or just Dynasty?

A It share -- it shows the two entities that share in
that fee. Basically, the Silver Slipper Gaming and -- Well,
maybe that'’'s not érue. Let’s see. Well, you could assume
from -- from thisJ the balance is Silver Slipper Gaming. I
don't know if it éctually shows it.

MR. JIMMERSON: We just took -- it’s on the first column,
I think you’ll seé it, sir.

MR. DICKERSON: what is the --

MR. JIMMERSON: You've got month and then you‘ve got --
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1 THE WITNESS: Well, that’s the --

2 MR. JIMMERSON: -- SSCG.

3 THE WITNESS: -- total management -- é
: 4 MR, JIMMERSON; I see.
: 5 THE WITNESS: f—— fee, I believe. And as I explained to

6 you, the reason -- at -- at the beginning we had a ninety-ten

7“ arrangement, and at some point it changed to eighty-twenty.
8 So you’ll see in the early period the total fee was seventy
9 and Eric’s entity received seven thousand. And then at some

10 point, like in July of '07, you’ll see it's twenty percent.

11 BY MR. DICKERSON:

12 Q And why did it gé up?

13 A It was af—— it was an overall negotiation, maybe
14 || about the time when we had to put additional money in or

15 whatever. I honesply don’'t recall the exact context. But it

16 was in the context of more than just that.
17 Q Okay. Now, who actually manages the -- this
18 property, the project, Silver -- the Silver Slipper Casino?
19 A When you say who actually --
20 Q Well, who -- who actually manages the --
21 A John Farﬁji (phonetic) is our General Manger on
22 site.
23 Q All right. And what role, if any, do you play in
24 the management of the business?
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A Every day, ongoing every day.

Q Okay. And how about your business partner?

A Same.

Q How about Eric Nelson, what role does he play in the
management? ”

A In management, more as a shareholder.

Q Okay . Sé these monies, why is he receiving a share

of the management fee?

A Because #hat's what we negotiated.

Q Okay. So this is generally, would you agree,
passive income coming to him?

MR. JIMMERSON: Objection to the characterization,
suggesting that my client does nothing is not true.

MR. DICKERSON: Well, that’s -- I'm asking the question.
It’s cross examination.

THE WITNESS: 'I believe that it was part in parcel of the
overall negotiations. And I've always felt it was what --
what was part of the overall deal, not that Eric was getting
this because he was going to do twenty percent of the work;
never expected Eric to do ten or twenty percent of the work.
It was what we agreed to for better or for worse.

BY MR. DICKERSON:
Q Now, tak;ng a look at Exhibit CC (sic), was this

prepared by you?
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A It was prepared by our accountant, Andrew, whom

I've ==
o) And --
A -~ mentioned before.
Q -- do you believe this to be accurate?
A Well, as of the date.

Q Yes. Asfof June of 20107

A Yes.

MR. DICKERSON: Your Honor, move for the admission of
Exhibit CCCC.

MR. JIMMERSON: No objection.

THE COURT: Ié's hereby admitted as CCCC.

I (DEFENDANT'S EXHIBIT CCCC IS ADMITTED.)

BY MR. DICKERSON:

Q Now, does CCCC show the months in which monies were

distributed to Eric Nelson?

A Yes.
Q And the bottom line reflects here that at least as
of June of 2010 the -- he had an accumulated deferred amount

owed to him of a hundred and thirty-two thousand two hundred
and sixty-nine dollars and nineteen cents?

A Correct.

Q Okay. And is that an accurate amount as of June?
A I assume so. Yes.
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Q Do you know what, if any, payments have been made

since June of 20102

A I --1I don't know specifically, but I’'ve instructed
my partner, Loren Ostrow, that we should make payments to
assure that the aﬁount of deferral does not exceed the amount
that we would be entitled to offset under that separate
agreement I’'ve told you we have with Eric.

Q All right. ©Now, are you taking a management fee and
not paying Eric, or are you applying this proportionally?

A Well, td the extent that it’s def -- Eric’s is
deferred, that has been monies that we’ve received and have
not been paid to Eric.

Q Okay. po you have any deferred amount owed to you?

A we did, But the property’s been making an effort to
clear those up. So my belief today is that it may very well
-- I think it shoﬁld've been cleared up by now.

Q Okay. And so why are there no deferred amounts owed
to you yet there ére deferred amounts owed to Eric?

A Because of that side agreement, what I mentioned
before. Because the calcu -- we have calculated the
management fees as they would be split based upon that
agreement. And if you take an increased management fee and
you now give us eighty percent of it, that -- although Eric

gets credit for twenty percent of it, that means that Eric’'s
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getting overpaid -- he’s been getting overpaid because he’'s

getting twenty percent of -- of this amount that's actually
getting paid. Do you understand what I’'m saying?

Q Yes, I do.

A and so we calculated what would be the proper
allocation based upon that agreement, and taken a position
that that’s the way we should allocate the fees, and we should
continue to do that along the basis of what is the total

agreement between us.

Q Now, is this an agreement that you entered into with
Eric?

A Yes.

Q How 1s that agreement evidenced, is it in writing?

A Yes.

Q ' So there'’s some written document that Eric Nelson

has signed?

A Yes.

(BRIEF PAUSE.)

Q Let’s taik a bit about your investing in this debt.
If I -- if I understand it correctly, there were -- when you
went to DDJ to obtain the loan, the fund that they had, there
was three million dollars that they needed to repay to some
other lender?

A This was several years after we did the deal with
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them.

Q Oh, so some other lender wanted ouc of the
transaction?

A One of their -- I don’'t purpbrt to know what DDJ
funds have this forty-three million dollar -- or their portion

of the forty-three million dollar investment; which I believe
day .one was maybe sixty percent, with Canyon Capital having
maybe twenty-five to thirty percent and John Hancock having
ten percent of the debt, so there were three participants in
this.

At one point DDJ came to us, a couple years after we
owned -- within a year or a year-and-a-half after we opened
the property, and said, dne of our funds that holds three
million dollars of this debt needs to sell and liquidate this
debt, we’'re going to go out and sell it to whomever will buy
it. And, in fact, they were going to hire Jess Ravich to --
to sell it for them.. And they asked us if we wanted to buy
it. And so we said, thirteen percent, I'd rather be paying
myself than paying them. And it -- we felt that the -- you
know, at that point the property was performing very well and
that, you know, thé property was worth well in excess of the
debt. So we offered it to everybody and -- and we bought it
-- various people bought it, but some -- but Eric did not; he

chose not to.
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Q And -- and it was offered to Eric at.the same time
it was offered to you, is that correct?

A Absolutely.

Q Now} let;s look at a bit -- you had indicated that
-- I think your words were that the business has been signi --
your profits have significantly increased, business has
significantly increased for the Silver Slipper over the last
year; is that correct?

A Yes.

Q How do ybu see the future going? Let's say, how do_
you see the futureigoing wi;hout a hotel being built?

A Well,.I Ehink that we can continue to perform well
into 2011. And we}ve just submitted to all of the member --
the -- the manageré, our budget for 2011; which -- which Jess
Ravich has approved, and which Loren and I have approved, and
we're awaiting Eric’s approval, which he indicated he would
give us about a week ago, but we haven’'t gotten it. That
budget called for a -- for a budget EBITDA of about eleven
seven, eleven million six and fifty or thefeabouts. An
improvement of two to three hundred thousand dcllars over
where we think we will end this year.

There ar; obviously uncertainties about the -- you
know, whether thisgeconomic recovery can continue. But we

certainly feel we can continue to do better. But we don’t
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think that we can make major increases in our cash flow
without capital investment like a hotel.

Q Okay .

A I think we’re going to be just grinding along as we

have. And if you look at ‘08 as opposed to ‘09, it was in the

eleven -- you know, it was in that kind of range.
Q Can you give us an idea if -- if you build a hotel
on the gite, can you give us an idea -- any projections made

as to what the EBITDA would be in that situation?

A Our onsite management personnel have -- have done a
pro -- pro formas, and obviously we needed those to be able to
demonstrate to whomever that this project would make sense,
and we've projected in the neighborhocd of four to five
million dollars of incremental EBITDA.

And the beauty of it is that if we do -- if we can
do the bond financing, where you have current interest rates
at less than a half of percent and maybe a letter of credit
fee of a point-and-a-quarter is today’s market, so you're
paving less than tﬁo percent -on, say for the sake of argument
thirteen-and-a-half million dollars. You know, you're paying
lesé than four hundred thousand dollars in interest, and even
if you -- and it’'s a twenty-five year instruﬁent generally.
So even if you amortize it another half a million, it’s --

it’s additive of, you know, three to four million dollars of
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-- of cash flgw which could be used to pay down debt and which
could obviously enhance the value of the property by ten
million dollars or more .

Q As you sit here today do you foresee a hotel being

constructed on the property?

A No.

Q Not at -- not at all at any time in the future?

A Oh, I foresee somebody’s going to do it. I can’'t
foresee that we’'re going to do it. But anybody -- but it's --
it's -- it would make no sense for someone who were to

purchase the propérty from us to buy it without the notion
that this is one qf the -- the assets that they see in a way
that they would enhance their yield by immediately taking our
plan and implementing it, and, you know, I think that they

would achieve that -- that increase in value.

Q Okay.
A So, ves, I see a hotel being built, but I can’t be

assured that it will be built by us.

Q Are you'-— are you giving up any effort to build the
hotel, or are you still pursuing that?

A I think:as I've testified, I'm still pursuing it. I
met yesterday with a major bank and talked to them about
refinancing and talked to them about a fund -- an entity that

they have that actually could avoid the bank regulations and
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