
 

AGENDA 
KANSAS LOTTERY GAMING FACILITY REVIEW BOARD 

11 am, Friday, September 26, 2008 
Topeka Ramada Inn 

420 SE Sixth Street, Topeka, Kansas 
 
 

A. CALL TO ORDER 
 
B. APPROVAL OF THE AGENDA 
 
C. BOARD ITEMS 
 

1. Regarding the southwest gaming zone: 
a. Responses to board questions posed to staff and Review Board consultants 
b. Final presentations, limited to issues regarding financial suitability: 

i. Dodge City Resort and Gaming LLC (10 minutes) 
ii. Boot Hill Resort and Casino LLC (10 minutes) 

 
2. Executive Session 

a. Background reports 
 

3. Discussion and vote on lottery gaming facility management contract for the southwest 
zone 

 
D.  OTHER MOTIONS 
 
E.   STAFF REPORTS 
 

 1.  Executive Director 
2.  Chief Gaming Officer 

 3.  Director of Administration 
 
F.  ADJOURNMENT 
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DODGE CITY RESORT & GAMING COMPANY LLC

A Kansas Limited Liability Company

500 North Market Street Suite 114

Wichita, KS 67214-3514 100 Military Ave.

Tel: (316) 262-9393 Dodge City, KS 67801

Fax: (316) 262-9006 Tel: (620) 227-9870

September 24, 2008

Mr. Matt All, Chairman
Mr. Jim Bergfalk
Mr. Jack Brier
Mr. Bob Boaldin
Mr. Garry Boston
Dr. Jacqueline Vietti
Mr. Dean Ferrell

Re: Financing for the Dodge City Casino Resort in the Southwest Kansas
Gaming Zone (Ford County)

Dear Chairman All and Board Members:

At your meeting on Friday, September 19, you expressed concern regarding the
status of our financing arrangements for the Dodge City Casino Resort in the Southwest
Kansas Gaming Zone.  You particularly expressed concern that the “highly confident”
letter from the Gaming Division of Wells Fargo Bank, N.A., was dated December 20,
2007, and momentous changes in the financial and credit markets have occurred since
then.  We are pleased to provide you with additional information concerning our
financing.

1.  Wells Fargo Bank.  While we would prefer to provide a more current
confidence letter from Wells Fargo Bank, we are unable to do so because Butler National
Corporation obtained a “lockout agreement” from the investment banking branch of
Wells Fargo.  We have been told by Mr. Brad Peterson, Executive Vice President of the
Wells Fargo Gaming Division, that the “lockout agreement” with Butler National
prevents him from  discussing debt financing with us until after the Review Board
approves our management contract with the Kansas Lottery.  In a letter to me by Mr.
Peterson dated June 4, 2008, Mr. Peterson said that Wells Fargo “would consider
providing financing to Dodge City LLC should it receive the award.”  A copy of that
letter was provided to the KRGC staff in the past month.  It is important to note that
although Wells Fargo Bank cannot speak with us at this time, the bank did not withdraw
its confidence letter of December 20, 2007.
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2.  Equity Bank.  Our company has an established banking relationship with
Equity Bank, N.A., in Wichita.  You may recall that Mr. Drayton Alldritt, Executive Vice
President of Equity Bank and also President of Equity Bankshares, spoke to you on our
behalf at the Dodge City presentation on July 31.  Mr. Alldritt, on behalf of Equity Bank,
now has also executed a debt financing confidence letter dated September 23, 2008, in
connection with our Dodge City Casino Resort project.  Mr. Alldritt’s letter is enclosed.

Equity Bank’s confidence in our project and in our members’ financial capacity
and character has been expressed not only in Mr. Alldritt’s letter but also in the most
practical of terms.  Equity Bank has provided our company a $6.4 million credit line
through Southfork Investments, LLC, a firm that is owned by three of our company’s
members.  Of that $6.4 million, we have already drawn $5.5 million for the privilege fee
deposit with the Kansas Lottery and $150,000 to pay our company’s share of the Review
Board’s costs.  To be sure that we can meet our projected May 1, 2009, opening date for
our temporary casino, the remaining $750,000 of the Equity Bank credit line is available
to pay certain project expenses that the company will incur immediately after the Review
Board approves our management contract.

All the investor members of our company personally guaranteed the loan from
Equity Bank through Southfork Investments.

3.  Equity Contribution and Liquid Assets.  As you already know, our
investor members have executed a Funding Agreement for $30 million in equity capital
for our project.  Over the course of the last three weeks, we have provided the KRGC
staff with documentation regarding our members’ liquid assets.  As recently as yesterday
I sent Mr. Andy Burlingham documentation of an additional $2 million in liquid assets. 
The documentation of liquid assets sent to date totals approximately $42 million.  The
KRGC staff has discounted some of that documentation.  For instance, Mr. Burlingham
told me that he was discounting about $1.9 million in certificates of deposit because we
provided only the automatic renewal notices from the several banks holding those
deposits.  Those notices were dated over the last several months.  While I agree with Mr.
Burlingham that more documentation than those renewal notices would be necessary
if an audit were being conducted by the Review Board, for purposes of demonstrating
liquidity the representation by us that those certificates are still in place today should
have some value.  I would say the same thing about the list of liquid assets provided by
the accountants for the Vosburgh Family. That list is dated in May and was provided to
and accepted by the Lottery’s consultant to demonstrate financial capacity.  While it is
an “estimate” totaling $15 million and is now four months old, it does demonstrate
substantial liquidity in the Vosburgh entities.  I certainly agree with Mr. Burlingham
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that the list of Vosburgh liquid assets would not be sufficient if we were doing an audit
as of August 31, 2008, but the list does have some significant value in showing liquidity.

4.  Reports of the Review Board’s Consultants.  As you know, not only is
Equity Bank confident of its ability to place the debt financing for our Dodge City Casino
Resort project, but the Review Board’s own consultants are also confident of our
company’s and members’ ability to obtain equity and debt financing.  As Professor
Eadington noted on pages 22 and 23 of his compilation of your consultants’ reports with
reference to Professor Mills’ work:

Financial Summary

Dodge City Resort and Gaming Company is a newly formed Kansas LLC.
The investors are a combination of other LLCs, individual investors, and
revocable trusts.

The total costs of this project are $78 million. Dodge City Resort and
Gaming is willing to provide equity financing of up to $30 million of the
cost. I do not see any problems for them putting together a debt/equity
financing package.

Equity Financing

This group of investors initially contributed start-up costs equal to
$875,000 as class C and D members. The group has also entered into a
formal contract that, if awarded the Kansas license, they have a Funding
Agreement to provide a total $30,000,000 in equity capital to develop,
construct, and operate the proposed gaming enterprise.

I have had the opportunity to obtain the net worth statements of all the
investors associated with the Dodge City Resort and Gaming Company. My
initial review of their net worth statements reached the conclusion that
there were not enough liquid assets available to meet the total required
equity requirements. However, I noted that, for all investors, there were
over $200 million in net worth and there is the capacity to convert some of
those assets into liquid assets.

Additional information was provided on some of the specific private
business entities which show that there are additional liquid assets
available. I did not verify that all investment groups were capable of
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meeting the liquidity test due to the large number of entities involved and
the time available. I do concur with the reply by Stephen Joseph that the
net worth statements reflect ownership in a number of other private
business entities that can produce additional cash.

Debt Financing

The Dodge City Resort and Gaming Company application includes a
conditional commitment for debt financing from Wells Fargo Bank, N.A.
that concludes that the bank is highly confident in putting together the
debt financing. No additional information has been provided that would
provide assurances of the debt financing arrangement.

Given a 40% to 50% contribution by Dodge City Resort and Gaming
Company, I would not foresee any problems arising with the debt
financing.

5.  Conclusion.  We offer the Review Board and the State of Kansas a very
simple financial structure for the manager in the Southwest Kansas Gaming Zone – a
single limited liability company with members having a total net worth in the hundreds
of millions of dollars, ample liquid assets, and a Kansas bank that has already demon-
strated its high confidence in our project, our company, and our members by providing
an existing $6.4 million credit line.

Respectfully yours,

Stephen M. Joseph
President

cc: Stephen Martino
Keith Kocher
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