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4
1 PROCEEDINGS 1 background information from you before we get into the
2 JOHN J. ELLERTON, 2 facts of the case. What is your educational background?
3 the Defendant herein, having been first duly sworn, was 3 A High school in the United Kingdom, university
4 examined and testified on his oath as follows: 4 i Canada.
5 EXAMINATION 5 Q What type of degree?
6 BY MR. DAVENPORT: 6 A Thave an honors Bachelor of Science degree
7 Q Would you state your full name and spell your 7 from University of Toronto.
8 last name for the record. 8 Q And where — what's your Bachelor of Science
9 A John James Ellerton, E-L-L-E-R-T-O-N. 9 m?

10 Q Allmght. Mr. Ellerton, what is your home 10 A Geology and - with a math and physics minor.

11 address? 11 Q And since getting your B.S., just generally,

12 A 790 Washington Street, Apartment 1001, Denver, {12 if you could, go through what your employment history has

13 Colorado 80203. 13 been for me.

14 Q And what is your business address? 14 A T've basically been in the oil business the

15 A 2050 South Oneida Street, Unit 102, Denver, 15  entire time. [ graduated in '69 and worked for a major

16 Colorado 80224, 16 oil company, Texaco, for a number of years. And since

17 Q Okay. How old are you, Mr. Ellerton? 17 then, I've basically been running my own companies.

18 A Sixty-four. 18 Q  And what companies are those?

19 Q M. Ellerton, we met a few minutes ago. My 19 A 1. Ellerton Consultants, Inc., COM-TEX

20 name is Gary Davenport, and I represent Dillabaugh in 20 Resources, Inc.

21  this proceeding. If at any time you don't understand my 21 Q I'msorry. What was that last one? i

22 question or it's confusing to you, would you please let 22 A COM-TEK, C-O-M, hyphen, T-E-K, Resources,

23  me know? And Tl try to rephrase it so we're on the 23 Tnc,; Sefton Resources, Inc., which was formally TEG

24 same page, in essence. 24 Resources, Inc.

25 My goal here today is to find out what you 25 Q What is your present position?
1 know, what your position is. I'm not here to attempt to 1 A CEO of Sefton Resources, Inc.
2 ftrick you in any way. I want you to understand my 2 Q And how long have you been CEO of Sefton?
3 question and respond to what I'm asking, And if there's 3 A Approximately 15 years.
4  any confusion about that whatsoever, let me knowand Tll | 4 Q How long has Sefton been in existence?
5 1ty to make it clear. Fair enough? 5 A Approximately 15 years.
6 A Fair enough. 6 Q Soyou started it?
7 Q Okay. If you need a break at some point, just 7 A Correct. 1was one of the cofounders.
8 letus know. We're happy to accommodate you in that 8 Q [Ii's a publicly traded company; is that
9  regard. 9 correct? i

10 So at this point, do you generally have an 10 A Correct.

11  understanding of what a deposition is about? 11 Q How many shareholders does it have? Do you

12 A Yes, sir. 12 have any idea?

13 Q You understand you're under oath -~ 13 A Several thousand.

14 A Yes, sir. 14 Q Where is it incorporated?

15 Q -justas if we were in a court of law before 15 A The British Virgin Islands.

16 ajudge or jury? 16 Q And is its headquarters here in Denver?

17 A Yes, sir. 17 A Yes.

18 Q Allright. Have you had your deposition taken 18 Q All fight. How many employees does Sefton

19  before? 19 have?

20 A Yes, sir. 20 A Sefton and its subsidiaries have

21 Q How many times? 21 approximately -- about seven or eight emplovees full

22 A Can't remember. 22 time.

23 Q A number? 23 Q And how would you characterize — I know you

24 A Yes. 24 said it's the oil and gas business. Butis it E

25 Q Allright. Mr. Elleron, I'd like to get some 25 production? Is it — what area does Sefton primarily - E

Javernick & S
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8 10 E
I A Exploration and production. 1 of Sefton at some point;, we know that. If you will, just
2 Q Allright. And primarily what geographic 2 characterize for me how the relationship went from the
3  areas? 3 iime you met him in a social arrangement of coaching his
4 A California and Xansas. 4 son in soceer.
5 Q  Woeuld you tell me, please, Mr. Ellerton, who 5 A The previous company [ had formed or co-formed
6 the officers and directors are of Sefton? 6 merged with a company that Gary had an interest in, and
7 A The directors of Sefton are myself, Bruce 7 Gary was associated with that company for a while. AndI
8 Mackay, M-A-C-K-A-Y; Harry Barnum, B-A-R-N - 8 believe we've stayed in touch over the years. And then
&  B-A-R-N-H-U-M (sic); Jeremy Delmar-Morgan; and Tony | 9  we, in terms of professionally, were reacquainted again
10 Ashton, A-S-H-T-O-N. 10 inthe — about - in the early days of Sefton forming
11 Q Where are these gentlemen located? 11 and developing.
12 A Jeremy Delmar-Morgan is in the United Kingdom, | 12 Q Mr. Dillabaugh eventually became an employee
13 Tony Ashton is in Canada, Harry Barmnum is in California, | 13 of Sefton?
14 Bruce Mackay and myself are in Colorado. 14 A Correct.
15 Q So those are the directors, correct? 15 Q Tell me how that happened. How did that
16 A Correct. 16 occur?
17 Q Who are the officers? 17 A Basically, Gary had provided some funding for
18 A The officers of Sefton Resources, Inc., are 18 myself, and basically I lobbied the directors to bring
19  myself as CEO; Harry Barnum is the executive vice 19  him in as a -- criginally as a consultant and eventually
20  president; Bruce Mackay is the executive vice president; 20 aga fulltime employee.
21 and Kris Short is the assistant secretary. 21 Q Allright. And to consult on what?
22 Q What's the present status of the business? Is 22 A Helping in whatever manner we needed help.
23 it ongoing? 23 Q Imean, when you were -
24 A Yes. 24 A Primarily shareholder relations
25 Q Okay. And Sefton commenced doing business 25  and/or mvolved in invoieing and - I mean, invoice
9
1  approximately, you said, 15 years ago? 1 management, if that's a term that you understand.
2 A Correct. 2 Q IthinkIdo.
3 Q Allright. And been in business continually 3 A Yeah.
4  smoe then? 4 Q So let me mazke sure [ understand this,
5 A Correct. 5 Mr. Ellerton. You went to the board -- I don't know if
8 Q Has the number of employees of Sefton over 6§ youused the word "lobby"; I thought you did -~ lobbied
7 that time changed dramatically or has it been primasily 7  the board to bring Mr. Dillabaugh into the company?
& in the seven to eight area? 8 A Correct.
9 A It staried originally with just myself. 9 Q And I take it when you did that, you felt that
10 Q Okay. So from one to eight has been sort of 10 he would be a valuable asset or contributor to the
11 the lay of the land, if you will, on the number of 11  company, is that correct?
12 emplovees? 12 A Partially correct, yeah.
13 A Correct. 13 Q Why do you say "partially"?
14 Q Allright. Now, you are familiar with Gary 14 A Well, part of it was for assistance in helping
15 Dillabaugh, are you not? 15 me and it was kind of a reward phenomena,
16 A Yes. 16 Q Can you be any more specific as to how he was
17 Q  When did you first meet Mr, Dillabaugh? 17 helping you?
18 A Twenty plus years ago. 18 A The board knew that he had helped me during a
19 Q Twenty plus? I'm sorry. 19 time when the company was unable to pay me, and basically
20 A Yeah. 20  they recognized that and rewarded him to some extent by
2] Q Okay. And how did that occur? 21 involvement in the company.
22 A Tcoached his son's soccer in Littleton, 22 Q SoI'm alittle confused by this. Letme be
23 Colorado. 23 sure, The board rewarded Mr. Dillabaugh as & result of
24 Q  And just tell me how the relationship went 24  helping you personally?
25 from there. Obviously, Mr. Dillabaugh became an employee | 25 A Correct.

Javemick & Stenstrom, LLC
3131 South Vaughn Way, Suite 224, Aurore, Colorade 80014 (720) 449-0329 FAX (720) 449-0334
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12 14
1 Q Okay. Did you have conversations with the 1 that he was paid but there was withholding taken out for
2 board members about the -- about that fact? 2 taxesand --
3 A Yes. 3 A I'm assuming so, yes. :
4 Q  And what board members did you discuss that 4 Q And when he was paid as a consultant, you E
5  with? 5 probably didn't do the withholding. He was probably just |
6 A That was the existing board and any prior 6 given a gross check; is that right?
7 board members. 7 A Tcan't remember.
8 Q Okay. Would it be different board members 8 Q Okay. Now, would you describe for me, when
9  than the names you've already given me? 9 M. Dillabaugh became an employee, exactly what his
10 A Yes. 10 duties and responsibilities were. And then take me
11 Q Who would they be? 11 forward until the time he was no longer associated with
12 A Alan Thomas, John Killer, Kar} Arleth, Norm 12 Sefton, and tell me if they changed over time or they
13 Thachuk. For the moment that's — 13 remained the same.
14 Q And where are these gentleman located? 14 A Tbelieve he was made corporate secretary.
15 A Norm Thachuk is in Canada; Alan Thomas, John [ 15 And his function, job description -- I den't know if 1
16 Killer in the United Xingdom; and Karl Arleth is here in 16 can give you a precise job deseription -- was that of
17  Colorado. 17 helping with the administration side of it and with the
18 Q So do you recall approximately when 18 shareholder relations side.
19 Mz, Dillabaugh went to work for Sefton? 19 Q Okay. That was commenecing in '027
20 A In an official capacity? 20 A Pretty well what he was doing as a consultant,
21 Q Yes. 21 and then it became more official, E
22 A Tbelieve it was in — about '02, thereabouts. 22 Q Allright. Soin'02, he's helping with 3
23 Q Okay. Now when vou say "an official 23  administration and shareholder relations?
24  capacity,” are you differentiating between a consultant 24 A Correet.
25 and an employee? 25 Q Did he work full time at Sefton, then,
13 15 [
1 A  Correct. 1 starting in '02?
2 Q Allright. So that he was a consultant for a 2 A Well, we know Gary had a dental practice, so |
3 while, then became an employee; is that correct? 3 believe it was not full time, no. [
4 A Correct. 4 Q Okay. And through the period of time or
5 Q So how long was he a consultant before 5 through the time where he was na longer an employee of
¢ approximately '02 when he became an employee? 6 Sefton, did his duties and responsibilities change at
7 A A year or 0. I'm not completely clear on 7 a&ll?
g that 8 A Notreally.
9 Q How was he compensated as a consultant? 9 Q Now, how do you assess Mr. Dillabaugh's
10 A As aconsultant, cash. And I'm not sure - 10  performance on behalf of Sefton when he was an employee?
11 Td have to check the records regarding stock 11 'Was he a good employee, bad employee, mediocre employee?
12 opportunities or options. 12 What's your view of that?
i3 Q In Sefton? 13 A My personal view?
i4 A Correct. 14 Q Uh-huh.
i5 Q Okay. And then he came on board as an 135 A 1would say mediocre.
16 employee? 16 Q Okay. Was he ever reprimanded in any way for
17 A Correct. 17 nonperformance or not fulfilling his obligations or
18 Q And how was he compensated then? 18 duties?
19 A In the normal manner of employees: cash, 19 A No, other than dialogue that things weren't
20 medical benefits, stock options -- stock opportunities, 20 getting done or — or things of that nature.
21 options, things of a normal nature for a company. 21 Q Okay. Was he ever put on any probationary
22 Q  Just like any other employee of Sefton at that 22 status —
23 time? 23 A No.
24 A Correct, 24 Q  winany way?
25 Q Now, when you say "cash,” | assume yot mean | 25 A Na.

Javernick & Stenstrom, LLC
3131 South Vaughn Way, Suite 224, Aurora, Colorado 80014 (720) 449-0329 FAX (720) 449-0334
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16 18 |
1 Q Was his salary ever docked in any way for 1 believe there have been certain amounts of forgiveness of
2 nonperformance? 2 some of that. So what the net is, I don't think we have
3 A No. 3 an accounting.
4 Q@ So the bottom line is: You view him as a 4 Q Well, you've done some work on that in
5 mediocre employee, and he was never reprimanded or any 5 responding to written answers, and we'll get to that. :
6 official action taken against him for anything he did 6 Butljust wanted to know if you've done any more work or
7 while he was an employee; is that correct? 7 anything to come up with a definitive number in terms of |
& A Other than us verbally talking to him about & what you think you owe him exclusive of offscts?
9 any shortcomings. 9 A No, sir. Once Mr. Dillabaugh filed the
10 Q Would that be similar to what you'd say with 10 lawsuit, T've been too busy, and there seemed to be no
11 any employee? 11 point in that.
12 A Yes. 12 Q Do you have any intention of doing that?
13 Q All right. Now, at what point in time did 13 A Of doing what?
14 Mr. Dillabaugh cease to be an employee of Sefton? 14 Q Of coming up with a number that you think vou
15 A Ibelieve it was this year, 2008. 15 owe him.
16 Q How and why did that occur? 16 A Atthis point, I believe it's a legal matter,
17 A Mr. Dillabaugh moved to Canada, and I believe 17  and that will come about from that.
18  we were attempting to negotiate 2 relationship with 18 Q Okay. So the answer is: You don't have any
19 Mr. Dillabaugh as to what his capacity could be with him 19 intention of coming up with a number that you think you
20  being in - living in that location and our company being 20 owehim? [
21 here. And an attempt was made to have an agreement -an | 21 A Not et this point in time. :
22 agreement with him more in the consulting capacity, And 22 Q Allright. Now, you readily admit, do you
23  that basically was never agreed to. And as a result of 23 not, Mr. Ellerton, that over a period of time,
24 it, the association ended. 24 M. Dillabaugh loaned you, personally, substantial sumns
25 Q Was he fired? 25 of money?
17 19 |
1 A No, Idon't think. It just never came to an 1 A If you mean by the term "loan" advances in the :
2 accommodation. 2 form of lodn or cash advances, then, yes, he has: and
3 Q Aliright. So mutual parting of the ways, if 3 substantial amounts of money, yes.
4 you will; would that be fair? 4 Q  Okay. Well, let me make sure I understand,
5 A T guess that would be a fair way of assessing 5 Isit your position that he did not loan you money?
6 it 6 A There was either loan or advances made and ~
7 Q Allright. Okay. Mr. Ellerton, do you owe 7 that weren't necessarily a loan.
8  Mr. Dillabaogh ariy moncy as'we sit here today? 8 Q Allright. What's the difference, tell me,
9 A I'bélieve that's a possibility. 9  between when he loaned you money and he advanced you
10 Q Why do you say "a possibility"? 10 money?
11 A Well, Mr. Dillabaugh has advanced funds to 11 A When he loaned money, that was itemized as a
12 myself over time, and I believe that I'm entitled to some 12 loan, When he advanced monies, then that might have been
I3 offsets against those funds. And we've never come to an 13 eventually put in the form of a loan and/or offset
14  agreement on what that net amount is. 14 against benefits Mr. Dillabaugh received.
15 Q Allright. Exclusive of the offsets - let's 15 Q Okay. SoI'm just trying to get exactly where
16 setthat aside for a moment. Tknow that's your 16 you're at on this today. We've spent some time in
17 position, that you're entitled some offsets. But 17  sending back written questions. Are you telling me there
18 exclusive of the offsets, what do you owe Mr. Dillabaugh | 18 were two types of situztions here: one where
19 aswe sit here today? 19 Mr. Dillabaugh would loan you money that was not subject
20 A Treally don't know, sir, to be honest. 20 to an offset, and another was he would advance you money
2] Q  You haven't taken the time to sit down and 21  that was subject to an offset?
22 figure that out? 22 A No.
23 A We talked about it and gone through it. But, 23 Q Okay. Then I'm confused. I've got to work
24 Imean, there have been various amounts of monies 24  back through this. What would be the difference — how
25  advanced by Mr. Dillabaugh, and there have been - I 25 would one have known, during your relationship, whether

Javernick & Stenstrom, LLC
3131 South Vaughn Way, Suite 224, Aurora, Colorado 80014 (720) 449-0329 FAX (720) 449-0334
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20 22 |
1 money that he put in your possession was a loan or an 1 just for clarification -- I think he inadvertently said
2 advance? 2 ExhibitE.
3 A Penodically, money that had been -- that had 3 MR. DAVENPORT: Exhibit A.
4 been money advanced, and periodically that would be put 4 THE WITNESS: Exhibit A.
5  ina written document that would be in the form of a 5 MR. DAVENPORT: Right. :
6 loan. 6 Q (By Mr. Davenport) And the number you I
7 Q Uh-huh 7 eventually arrive at is $367,751.70; is that correct? :
8 A And some of those loans might have been g A Correct,
9 reduced against what offset and/or any outstanding monies | ¢ Q Allright. Now, I'd like to work through
10 advanced were anticipated being an offset against 10 this. And we need to look at another exhibit to make
11 benefits received. 11 sure we can understand what's going on here.
12 Q Let's take a look at -- do you have any idea 12 (Exhibit Number 2 was marked for
13 about what the total amount of money was that was lentto | 13 identification.)
14 you, the gross amount, not — exclusive of interest, lent 14 Q {(By Mr. Davenport) Now, I'l tell you what my
15 to you by Mr. Diflabaugh over time? 15 understanding is, Mr. Dillabaugh (si¢), so maybe we can
16 A Tbelieve the amount of funds that were 16 shertout this a little bit.
17 advanced to me by Mr, Dillabaugh were, to the best of our | 17 A Mr. Ellerton.
18 ability, were reflected in Exhibit A of my - what do 18 Q TI'msorry. Mr. Ellerton.
19 they call it -- interrogatories. 19 And maybe we can shorteut this a little bit in
20 Q Ckay. Let's get those out. 20 terms of having to work through all this laboriously. d
21 (Exhibit Number 1 was marked for 21 Would you look at Exhibit Number 2 now for me. See that?
22  identification.) 22 A Yes. :
23 Q (By Mr, Davenport) Would you take a logk at 23 Q Can you identify what is it?
24 Exhibit 1 for me, please, Mr. Dillabaugh (sic)? 24 A It's a letter from myself to Gary dated
25 A Mr, Ellerton. 25 December the 31, 2001, outlining, at that point in time,
21 23
1 Q Imean, Mr. Ellerton. Sorry. 1 what our varicus dealings were and the status of our E
2 A THlookatit too. 2 understanding of them was, ;
3 MR. LUELLEN: At least Iwon't feel bad when I 3 Q Allright. And you sent that to
4 do that this afternoon; I undoubtedly will. 4 Mr. Dillabangh?
5 MR. DAVENPORT: It's casily done. 5 A Yes, sir.
6 THE WITNESS: That's all right. I know who I 6 Q  And you signed it?
7  am. 7 A Yes, sir.
8 MR. DAVENPORT: Just so long as I don't call 1 Q Now, as [ understand it, what this was is a
9 myself the wrong name, I guess we'll be fine. 9 total recapitulation, if you will, of all of your :
10 Q (By Mr. Davenport) Do you have that in front 10 dealings coming to exactly where you stoed as of December :
11 ofyou? 11 31, 2001; is that correct?
12 A Yes, sir. 12 A "Recapitulation." I don't understand that
13 Q Those are your answers that you provided and 13 word.
14 signed under oath in this case, is that right, to 14 Q  Justa setting forth, if you would. You were
15 interrogatories that were submitted to you? 15 setting forth exactly what your relationship was in terms
16 A Correct. 16  of stock, advances, loans, et cetera, as of December 31,
17 Q Now, you had mentioned an Exhibit A, Does it 17 20017
18  help refresh your recollection as to how much meney was | 18 A My understanding of that, ves.
19 loaned to you by Mr. Dillabaugh to look at that? 19 Q All right. And what you came up with was
20 A As]said, monies that were advanced by 20 principal and interest at 12/31/01 of $65,661.88,
21 Mr. Dillabaugh were reflected in Exhibit E (sic), to the 21 correct?
22  best of my records and my attorney's review of those 22 A Yes.
23 records. 23 Q And you also —~ and I'll try to direct your k
24 Q Allrnight. So the number - 24 attention to this a little bit — applied an interest E
25 MR. LUELLEN: Yeah, I'm sorry. But I think -- 25 rate to money that had been loaned to you by

Javernick & Stenstrom, LI.C
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24 26 f

1 M. Dillabaugh of 12.5 percent; is that correct? 1 short break, I might be able to shorten this a little ]

2 A Correct. 2 bit

3 Q  Allright. Now, let's now lay side-by-side 3 MR. DAVENPORT: Well, I'm happy to do it

4 FExhibit A ~ I just want to make sure we're on the same 4 anytime. Sure.

5 page here. It would be my understanding, then, 5 MR. LUELLEN: Okay.

6  Mr. Elerton, that as of December 31, 2001, this was 6 MR. DAVENPORT: That's fine.

7 exactly where you and Mr. Dillabaugh stood. 7 MR. DAVENPORT: Go ahead. Yeah.

8 A Yes 8 MR. LUELLEN: Can we take a break?

9 Q Sowhen you - and if I may, when you have set 9 MR. DAVENPORT: Yeah. Sure. :
10 forth at the top of this a number of items of -- the 10 (A recess was taken from 9:30 a.m. until
11 first page of Exhibit A — down to 6/22/01, really 11 9:33am) lﬁ
12 everything before 6/22/01 would be embodied in your 12 MR. DAVENPORT: Are we back on the record?

13 letter of December 31, 20017 13 MR, LUELLEN: We are.
14 A Correct. 14 Q (By Mr. Davenport) Okay. We took a break,
15 Q Okay. So really when ~- we don't reaily need 15 and you've had an opportunity to consult with counsel. :
16 toworry about, then, if you will, what the status was 16 Ts there anything you wish to add to your testimony after i
17  between you and Mr. Dillabaugh until after December 31, | 17 consulting with counsel? :
18 '01. We know what it was from this letter, correct? 18 A Could you repeat what the question was to
19 A Well, that's my understanding of it, yes. 19 start with?
20 Q@ Okay. Very good, And I will suggest to you 20 Q Well, I can work back through it. But the
21  that's Mr. — you'll be able to talk to Mr. Dillabaugh 21 pointis this: I'm trying to get to a number, based upon
22 about that as well, but that's his understanding as well. 22 your numbers, as to what the loans were. We're going to
23 So we now move forward, then, starting at 23 getin a little bit, fully, Mr. Ellerton, to the issue of
24 3/18/02. And you have, then, listed a variety of 24 offsets. AllTm trying to do now is see if we can get
25 things - variety of numbers coming up with amounts that |25 to a number that is the number of money that was loaned
25 27 |

1 Thave run, that T have put together, and they don't 1 by Mr. Dillabaugh to you. :

2 necessarily jive exactly with your 367,751.70. And Tl 2 And what T had done with you previously was

3 tell you: What we have done is run the numbers at the 3 show you Exhibit Number 2, and we got to a2 number of

4 bottom of page -- from 3/18/02 down, that's $190,441. 4 65,000. We then, I think, agreed that that would chop

5 And then on the next page, itis 135,750. You then get 5 everything off above this entry of 6/22/01, and we would

6 10326,191. And it would be my understanding, if those 6 start with then numbers after that. And what I indicated

7 numbers are correct, you would add back this 63,000 to 7 toyou is when I ran the numbers, the mumber at the

8 those two numbers. Would you agree with that? 8 bottom from 3/18/02 was $190,441. And then when we get

9 A No. ¢ to the next page, if you run down this column of numbers
10 Q Why? 10 starting at 500 down to 200, the number you get is
11 A This Exhibit A is a reflection of monies that 11 140,750 less a credit of 5000 for 135,750, When you add
12 have been advanced to me. And this document, Exhibit 2, § 12 135,750 and 190,441, you get 326,191. I 2dded back in
13 reflects other items that have either been offset agajinst 13 the 635,661 and got to a number then of 351,852.

14 some of those or otherwise. So there's two different 14 And I'm simply trying to see if you agree with

15 animals, in my opinion. 15 that analysis as to the amount of money that was lent.

16 Q Allright. So are you telling me that some of 16 A Well, basically, again, my original comment

17 the 65,000 has been offset against some of the loans on 17  about using the term "loan"” or "lent," this is money

18 Exhibit A? 18 advanced. This document here, Exhibit A, was put

19 A Yeah. Without going into a great amount of 19 together recently based on information I had to put this

20  detail, yes. Imean — 20 together. And this one, obviously, was put together in i
21 Q Can you identify any for me? 21 December 31, 2001, which was about seven years ago. And
22 A Lets see. Let me look at it. 22 thatwas, obviously, put together based on information I ;
23 Q Okay. Sure. Take your time. 23  had then. And basically those are the two documents.

24 MR. LUELLEN: Gary, I don't want to interrupt 24 And I stand by both of them since this one was sent by me

25 your flow. But when you get to a point - if we had a 25  and this one was put together with myself with
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1 consultation with counsel. So how vouviewitand | 1 document like this, no.
2 analyze it, really, I'll stand by both documents. 2 Q Did you think you were getting it interest
3 Q Allright. So your position -- whether we're | 3 free? - '
4 going to call it a loan or advance, whatever -- let's 4 ‘A No.
5 callit funds that were transferred to you by 5 Q Did you have any notion, in your own mind, as
6 Mr. Dillabaugh. Your position is that it was 6 to what interest rate should apply?
7 $367,751.707 7 A No.
& A Correct. 8 Q Do you have any idea today what interest rate
9 Q  Allright. Now, do you have any recollection 9 should apply?
10 of an Qatley loan? 10 A No.
11 A Don Oatley? 11 Q Do you think some interest rate should apply?
i2 Q  Oatley? 12 A Depending on the offsets.
13 A Oakley. [think it's Oatley, yes. 13 Q But, Imean, in terms of just the money, the
14 @ And Mr. Dillabaugh taking over thatnote? |14 money that was advanced by him before you apply the
15 A Tbelieve so, yes. 15 offsets, is it your position that interest should or
16 Q Aliright. Would you think he would be 16  skould not apply to that meney before applying any
17 entitled to anything in addition to the 367- for that |17 offsets?
18 event? 18 A No.
19 A 1can't remember if that was a deal with the | 19 Q You don't have any opinion?
20 company or with me. 20 A No,
21 Q Okay. So asyou sit here today -- and, again,| 21 Q Okay.
22  exclusive of credits that we're gong to talk about, et | 22 A Well, my opinion is that there shouldn't be
23 cetera -- this is the amount that you believe was 23 interest.
24 advanced to you by Mr. Dillabaugh, the 367,751.707 24 Q Why not?
25 A Correct. 25 A Well, what happens if the offsets are in
29 1)
1 Q Allright. Now, what about interest? Does 1 excess of the money owed? Then the interest doesn't :
2 this document include any interest whatsoever? 2 apply.
3 A Ttdoesn't appear so. 3 Q  Well, are you telling me that if you had
4 Q Al right.:What was your agreement with 4 interest applied on the amount that was advanced and then
5 Mr. Dillabaugh int terms of Whiat interest rate would apply 5 the offsets discounted all of that, applied to all of
6 to monies advanced by him to you? 6 that, that wouldn't be appropriate?
7 A There wasn't any. 7 A Idon't understand what you're saying.
g Q Let’s [ook at Exhibit Number 2 again. 8 Q Allright. So you're telling me that today,
9 A Right. 9 it's your position that no interest should apply on any
10 Q It seemed to me in looking at that that you 10 advance made by you —~ made by Mr. Dillabaugh to you
11 were saying that interest was earned at 12.5 percent. 11 since December 31 of '017
12 And you applied that, in fact, to get to a number of 12 A No.
13 65,661.88, did you not? 13 Q You're not saying that?
14 A Correct. 14 A Nao.
15 Q Okay. Soare you telling me that there was no 15 Q Then are you saying some interest should
16 agreement, at least in December 31 of '01, on interest? 16  apply?
17 A Well, there's obviously an agreement, December 17 A Ifthere's an agreement to how much money I
18 31, with interest on that particular occasion. 18 owe Mr. Dillabaugh, then it seems reasonable that
19 Q At 125 percent? 19  interest would apply to that money on some cceasion, and
20 A Correct. 20 that is what was never agreed to.
21 Q Allright. Now, what about after December 31, 21 Q Do you ever recall having any discussions
22 '01; did you have any understanding or agreement with 22  whatsoever, at any time, with Mr. Dillabaugh 25 to what
23 Mr. Dillabaugh on what interest rate would apply to funds | 23 interest rate should apply on monies that were advanced
24 that were advanced by him to you? 24 by him to you over the period from 2001 to today?
25 A No. Unless it was rendered in the form of a 25

Al béliev_e Mr. Dillabaugh discussed 12.5
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1 percent;and Lbelieve the records will show that I 1 about :
2 disagreed with that. 2 A Well, there's a documnent subsequent to this
3 Q Okay. Can you tell me what records you're 3 thatis for 123-and-some-odd-thousand with an interest
4 talking about? 4 rate of 10 percent, so there was obviously more than just
5 A Various correspondence between us, as well as 5 averbal communication; that was written.
6 oral communications. 6 Q And we'l get to that.
7 Q Allright. Let's talk about, first of all, 7 A You asked the question -~ you asked anything
8 oral communications. I want to know everything you 8  after this. Okay?
9 recall of any conversations you had with Mr. Dillabaugh 9 Q And remember what - and maybe that time [
10  after December 31, 2001, about what interest rate would 10 didn't ask it as specific as I should have.
11 or would not apply to any monies he advanced to you. 11 A Okay.
12 A Tdon't recall all the conversations. 12 Q ButI'm separating now very clearly documenis
13 "Q TI'm asking you for any, I'm not asking you - 13 which we're going to look at -
14 Tm asking you for -- understand, what I want is what you | 14 A Okay.
15 do remember. Obviously, I don't want what you don't 15 Q - or conversations that you recall having
16 remember. So if there's anything you remember about any | 16 with Mr. Dillabaugh. We're now strictly in the
17 conversation you had during this entire time period with 17 conversational area. What conversations, if any, do you
18  Mr. Dillabaugh about what interest rate would or would 18 remember with Mr. Dillabaugh after this date,
19 not apply, I'd like to know about it, please. 19 December 31, 2001, to date, about interest?
20 A Thad conversations with Mr. Dillabaugh 20 A Basically the best of my recollection would be
21 obviously, I believe the records will show there are 2]  the most recent ones where Mr. Dillabaugh requested, in
22 subsequent documents that have interest on them, and so [ 22  his conversations and communications with me, 12.5
23 that would have been agreed to. 1alsc know more 23 percent. And Isaid no, because that was not reflective
24 recently Mr. Dillabaugh has indicated that — that he 24 of the current interest regime, and we hadn't decided on
25  desired a 12.5 to reflect something to do with his credit 25  offsets.
33 35 ;
I cards. And my recollection is that my argument against 1 Q Any other conversations that you recall at
2 that was the interest rate's been coming down since 2 all? : '
3 December 31,2001, And so it's not - it's not in my 3 AT can't remember,
4  mind -- what's the ferm -- it should certainly ot be 4 Q Okay. Fair enough. Now, wher you
5  going up if the interest rate -- if the prime interest 5 used twelve -- or agreed upon, as you put it — 12.5
6 rate is coming down. 6 percent in December of '01, in your mind, when further
7 Q Well, we know that you applied 12.5 percent up 7 funds were advanced by Mr. Dillabaugh as you went along,
8 toDecember 31,'01, comrect? & did that interest rate of 12.5 percent apply to them?
9 A Correct. i A Ibelieve subsequent documents will show, no.
10 Q How did you get to 12.5 percent at that point 10 Q Allright. Pm asking just for your
11  intime? 11 understanding. Do you recall having an understanding?
12 A Ttwas something we agreed to, and if's 12 In other words, when additional funds are advanced
13 probably related to what, you know, some degree, what 13 in'0Z,1in'03, in - in '02, '03, '05, '06, do you
14  prime was at that point in time. 14 recall having the thought process of, Well, 12,5 percent
15 Q Allright. Now, [ want to — [ want to really 15 is going to apply to this, or it's not going to apply to
16 get specific with you. And if you don't recall, you 16 it or it's going to be something different?
17  don't recall, Mr. Ellerton. That's fair enough. 17 A Obviously, it won't apply to this since
18 A Okay. Allright. 18 there's been subsequent loans with a 10 percent, as an
19 Q ButI simply want to know your recollection of 19 exa:hiﬁ'le'.' o
20  any conversations you had with Mr. Dillabaugh after you | 20 Q Well, let me ask you that. Was it your
21 agreed on 12.5 percent interest in December 31 of'01as | 21 understanding that loans — and let's look back at
22 reflected on Exhibit 2; anything whatsoever you recall 22 Exhibit Number (sic) A again, the first page of it,
23 where you talked about: it was going to go up, i was 23 Starting with loans or advances that were made after
24 going to go dowr, there wasn't going to be any interest 24 3/18/02 up unti] '06, was it your understanding that on
25 gtall. Anything you recall, I'd like you to tell me 25 those advances, that a 10 percent interest rate would
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1 apply? 1 A That would be one — that would be one way. :
2 A No. 2 And then the other way would be he would ask me,

3 Q Was it your understanding that any interest 3 occasionally, if I needed anything.

4 rate would apply? 4 Q And what would you respond? If you did or

5 A My understanding was that it was never really 5 didn't—

6 discussed because of — it was never -- the only time it 6 A f1did or didn't. Andif I did, Gary would

7 was ever discussed was when something was renderedtoin | 7  or would not advance money.

§ writing as to what we both agreed at that point in time. 8 Q@ Allright. What would be the more typical

9 Q  So what your testimony is that there -- as far 9 situation: You coming to him or him coming to you and -

10 as you're concerned, there was no interest to be applied? 10 A Inthe sarly days, it would be me going to

11 A If there was interest to be applied, it needed 11 Gary.

12 to be discussed and put in writing. 12 @ Allright. And why were you doing that? Why

13 Q And what you're saying is, that never 13 were you coming to him for these sums of money? I mean,

14 occurred? 14 these were fzirly substantial amounts of money. We've

15 A No. Other than what I've indicated — 15 gotone in 9/27/92 for $40,000. Imean, why were you

14 Q That's the promissory note of 16 coming to him for money at that point?

17 120-somiething-dollars? 17 A Well, the company had — I was not paid any

18 A And anything else that reflected numbers. 18 salary for a S-year period. They wrote it off, the

19 Q Let me talk to you about how these loans 19 salary, for 3 vears, and I took stock for 2 years. So

20 happened — advances, whatever we want to call them. 20 for a S-year period, I took no salary from the company:

21 A Yeah. I'm content with you using the term 21 And if - sometimes it might have been that the company

22 "loan," if, indeed, you understand that my response will 22 needed the money, aad it was done through my borrowing

23 be, you know, "advances” as opposed to the word "loan". 23  money from Gary, and then money geing into the company

24 Q Whichever. We can call it transfer of funds. 24 that way. Imean, [ can't recollect every one of these

25 A Okay. There you go. 25 at this point in time sitting here. I'd have to go back

37 39
1 Q Allright. Transfer of funds. Let's start 1 and check through it.
2 with the first page of Exhibit A. Now, we've got —and 2 Q But clearly, every time this occurred, it was :
3 you prepared this, did you not? 3 asituation where you needed money and Gary was willing
4 A Tbelieve I did, yes. 4 to transfer it to you? :
5 Q And we've got a variety of transfers that were 5 A Not every one, but certainly it looked like
6 made. It starts with 4,000 in 4/22/02; 4,500 in 4/15/02, 6 the majority of these would be. S300, obviously, is one
7 5,000, et cetera, et cetera. 7 where maybe - [ don't know, maybe — in the past, I
8 A Right. 8 remember being on a business trip and Gary would, you
9 @ Tell me how this would happen. In other 9  know, have $300. Idon't know what it was. But, vou

10 words, when a loan or -- pardon me — a transfer of funds 10 know, $30, 1 mean, that's not the sort of request I would

11  was made, would it be &t vour request? 11 make. It must come about from another different --

12 A Notalways, no. Gary would sometimes say, Do 12 another circumstance.

13 you need money, or, Can you use any money? 13 Q Well, you obviously put this together from

14 Q Okay. 14 some documentations that —

15 A And sometimes it was cash. Gary carries a lot 15 A Yeah, I had - cither [ or, I believe - and

16  of hundred-dollar bills. And he would go into the room 16 we had some indication that money was advanced, yeah.

17 and come out with sometimes several thousand dollars of {17 Q Allright. Did you consider these funds that

18 cash, or it would be a check or maybe electronic 18 were advanced to you by Mr. Dillabaugh as gifts?

19 transfer. Ican't remember all the mechanisms. 1% A No.

20 Q AndI'm not really talking about the 20 Q 'What did you congider them to be?

21 mechanisms. I'm trying to figure out now how these 21 A An advance of funds that had the possibility

22 ocecur. And was it a situation where, you know, you would {22  of being offset against opportunities that Mr. Dillabaugh

23 typically come to him, and say, Hey, I need some money 23 realized through association with myself and also with

24 for this, that, or the other; and he would say okay or 24 Sefton.

25 not okay and transfer the funds? Would that be typical? 25 Q  Let's go to Exhibit - this exhibit again -
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1 Exhibit Number 1. Would you turn to page number 3. Do | 1 Sefton, leaving a number at 12/31 outstanding, and that
2 you have that in front of you? 2 we agreed to discuss the payment terms at some point in
3 A Yes. 3 time thereafier, and that there wasn't any options that I
4 Q And these are your answers to interrogatories, 4 may have assigned to Mr. Dillabaugh reflective of what
5  corect?. 5 they were.
6 A Correct. 6 Q Okay. And, in fact, if you could look back at
7 Q Okay. And you reference seven promissory 7 Exhibit Number 2, the $57,500, et cetera, is referenced :
8 notes or other written agreements that pertain or may 8 in Exhibit Number 2, which came some months later after
9 pertain to payments made by Dillabaugh to Ellerton. And | 9 Exhibit Number 3, didn't it? :
10 then you have a series of numbers, which I'l tell you 10 A This one appears to be later.
11 are Bates-stamped numbers on documents you produced. | 11 Q Right.
12 Okay? 12 A Yeah
13 A Okay. 13 Q But this would be sort of restating what was
14 Q And I'want you to look at those now so I can 14  said in your letter of the third -- I mean, the Exhibit
15 make sure — 15 Number 3.
16 MR. DAVENPORT: If we could go off for justa 16 A Exhibit Number 3 is -~ obviously follows this
17 second, it's going to take me a minute to get these 17 one and discusses the situation in April versus the
18 organized. 18 situation in December.
19 (A recess was taken from 9:50 a.m. unti 19 Q But they both make reference to the 57,500, do
20 9:53 am.) 20 they not?
21 (Exhibit Numbers 3 through 8 were marked for 21 A Yes, there's a -- the 57,500 is referenced in
22 identification.) 22 it
23 Q (By Mr, Davenport) Okay. You've got a series 23 Q Okay. Let's lock at Exhibit Number 4 now.
24 of exhibits in front of you that range from 3 through & 24  What is Exhibit Number 47
25 now, which I will tell you correspond with the answers m | 25 A Ifs a promissory hote in the amount of
41 sl
1  the interrogatory we're just -- the interrogatory answer 1 123,500 dated December 31, 2002, and it is signed by
2 we'te locking at. 2  myself.
3 And what you say is, "Eflerton has identified 3 Q Do you recall the circumstances under which
4 7 promissory notes or other written agreements that 4 vyou signed this promissory note?
5 pertain, or may pertain, to any payments made by 5 A Yes.
6 Dillabaugh to Ellerton. Those agreements are 6 Q Tell me, if you would, please.
7 rteflected” — et cetera. "The first three documents 7 A Well, Mr. Dillabaugh, was undergoing a divorce
8 identified are promissory notes and are described further & settlement and needed a -- kind of a status of our
9 as follows.” 9  situation. And Mr. Dillabaugh presented this to me as
10 T'want to walk you through these, and ask you 10 what he would require. And I felt that was reflective
11 what you recall of these documents and what your 11 of —~I'was happy with that number and those terms, and,
12 understanding is of what they are. Look at Exhibit 3 for 12 therefore, executed it.
13 me, will you, please? 13 Q Now, what was your understanding of what this
14 A Uh-huh, 14 §123,500 represented at the time?
13 Q What is Exhibit 3? 15 A That represented, basically, the number which
16 A Ii's aletter from me to Mr. Dillabaugh, 16  Gary felt was reflective of what I owed him at the time.
17 signed by myself and signed by Mr. Dillabaugh, that 17 Q  So at this point in time, you signed a
18 appears to be a follow-up to a 12/31/00 letter. 18 promissory note saying you would pay him $123,500,
19 Q Do you recall anything zbout this? 19 correct?
20 A Well, yes. Isee that Isigned it and 20 A Correct.
21 Mr. Dillabaugh signed it. So, yes, that must have been 21 Q Allright. Did you say anything about offsets
22 reflective of a situation at that time. 22 in here?
23 Q And what was the purpose of this document? 23 A Thatreflected, { believe, offsets at the
24 A That - basically, that Mr. Dillabaugh was 24 ftime.
25 converting 57,500 of any outstanding debt in shares of 25

Q Oh;s6 you're saying this was the net number?
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1 A Correct, 1 MR. LUELLEN: I'm going to object to that at i
2 Q You took the number - so at that time in 2 this point.
3 December of 2002, after taking the offsets, this was the 3 MR. DAVENPORT: Okay. Well, we're being told
4 number you came up with? 4 here today, now, that things that Sefton did vis-a-vis
) A Correct, 5 Mr. Dillabaugh benefited this man by reducing the amount
6 Q What were the offsets? 6 of money he owed him, and that's income. And I'm going
7 A Tcan't remember, sir. 7 1o be making a request for tax returns, I can tell you
8 Q Do you remember how the number was arrived at? | 8  that, from a credibility standpeint.
9 A No. Ijust remember that Gery felt that he 9 MR. LUELLEN: And, Mr. Davenport, you're more
10 was - this was a number he was happy with. And I 13 than happy to make — feel free to make the request. We
11 remember, at the time, looking at my numbers and being 11 will either produce or not produce in accordance with the
12 happy with that number as well. 12 applicable rules and - but I'm not geing to make
13 Q So, in essence, what you're telling us then is 13 representation as to how we'll deal with a requestat a
14 in 2002, there were some offsets applied to advances that | 14  future point in time.
15 had been made by Mr, Dillabaugh to you? 15 MR. DAVENPORT: Fair enough. Well be making
16 A Correct. 16  the request.
17 Q And you arrived at this number? 17 Q (By Mr. Davenport) Where do you file your tax
18 A Correct. 18  retums?
19 Q Okay. Where did those offsets come from? 19 A  How do you mean?
20  What were they? 20 Q  Well, what - do you file them in the United
21 A They were probably a combination of things: 21 States? Do you file —
22 dealings with Sefton, opportunities for stock, 22 A Oh, yeah, yeah, veah.
23 opportunities for options. You know, I can't remember 23 Q Okay. Where ¢lse?
24  individually, but they were likely to come from all of 24 A T'm aresident of the US, so I file in the US.
25 those. 25 Q Okay. Do you file anyplace else?
45 47
1 Q They would -- I mean, it would have all been | 1 A No.
2 from Sefton: options and Sefton -- 2 Q Have you filed tax returns for the years 2002
3 A Sefton and/or stock or options that I had. I 3 and afterward?
4 can't remember the specific ones, but it would be either| 4 A Yes.
5 myself and/or Sefton. 5 Q Allright. Now, is that consistently what
6 Q Some came from Sefton? 6 your position is, is that Sefton provided opportunities
7 A [ believe they might have now. I can't 7 or benefits, including salary, to Mr. Dillabaugh that
8 remember, 8 operate as offsets to money that had been advanced to you
9 Q So was — I just want to be clear about this. 9 by Mr. Dillabaugh?
10 A Ub-huh. 10 A No.
11 Q So the situation is that benefits that 11 Q That's not your position?
12 NMr. Dillabaugh got from Sefton were used to offset 12 A No.
13 advances of money that he made to you? 13 Q Where did these benefits come from?
14 A Correct. 14 A Benefits can come from myself and/or Sefton
15 Q Allright. Did you ever report that as 15 and then negotiated with Mr. Dillabaugh as the situation
16 income? 16 arises.
17 A T can't remember, sir. 17 Q  Well, is it your position, or is it not, that
18 Q Well, stop ard think about it. Do youthink |18 some of thése offsets that you believe you're entitled to
19 it should have been reported as income? 19 were the result of benefits that Mr. Dillabaugh got from
20 A ldon'tknow. My —I have accountants do my | 20 Sefton?
21 books and they might have done that. [ don'tknow. |21 A Correct, yes.
22 Q Okay. 22 Q Okay. So again, do you recognize that that
23 A They said — 23 would be income to you? In other words, if the
24 Q Would you be willing to provide your tax 24 corporation - let's say it's an offset for salary. And
23 returns to us to show if you did it or not? 25 Iknow you've said that you get an offset for salary. Do
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I you recognize that if, in fact, there was an offset for 1 Q Did you ever pay it?

2 his salary, the corporation, in essence, had paid some of 2 A No.

3 your obligation to Mr. Dillabaugh? Do you recognize 3 Q Whynot?

4 that's income to you? 4 A Well, at that point, Mr. Dillabaugh, I

5 MR. LUELLEN: I'm going to object both as 5 believe -- subsequent to December 31, 02, there was :

6 being irrelevant, as calling for a legal conclusion, that 6 additional money advanced, and Mr. Dillabaugh never i

7 he's not a tax attorney. 7 really pressed for it because he was receiving

) MR. DAVENPORT: I understand he's not a tax 8 oppertunities and benefits from Sefton and/or myself.

9 attorney. Ijust want to know as a taxpayer, does he 9 Q Okay. Well, let's get real specific about
10 recognize that that's income to him? 10 this. It calls for a date. It says, "Shall be paid to L
11 MR. LUELLEN: Again, that assumes facts not in 11 holder," which is Mr. Dillabaugh, "on December 31, 2003,"
12  evidence. That assumes that your evaluation is correct. 12 ayear later.
13 If you want to ask him whether it may constitute income, | 13 A Correct.
14 that's fine. 14 Q And you're telling me you didn't pay it?
15 MR. DAVENPORT: AndI - you know, Jack, 15 A No.
16 appreciate your objection. But I'd just assume that — 16 Q Did you talk to Mr. Dillabaugh about whether
17 just assume that you just object as to form and let me 17 you were going to pay it?
18 ask my questions of Mr. Ellerton. 18 A No.
19 MR. LUELLEN: Sure. 19 Q  You just didn't pay it?
20 Q (By Mr, Davenport) Now, do you recognize that | 20 A Well, Mr. Dillabaugh didn't request it.
21 that may or may not be income to you? 21 Q And you're saying he had to request it before
22 A If my tax -- my accountant deems that o be 22 it was to be paid?
23 income, then -- then, yes. 23 A If Mr. Dillabaugh requested it, I would have
24 Q Well, if somebody else pays your debts, do you 24 probably found a way to pay it, ves.
25  view that as being income to you? 25 Q And you're just saying he simply didn't

49 s1E

1 MR. LUELLEN: Object as irrelevant. 1 requestit—

2 THE WITNESS: If my accountant - if my 2 A No.

3 accountant deems that's it, then, ves. 3 Q —and you didn't pay it?

4 Q (ByMr. Davenport) You don't have any 4 Now, has that amount continued to run at i

5 personal opinion on whether that would constitute income | 5  interest - 10 percent to date?

6 to you or not; is that right? & A Thave noidea, sir.

7 A If, you know - it's like anything. It would 7 Q  Allright. Well, this note's never been paid,

8 depend on the circumstances on what's -- what — if 8 hasit?

9 there's any offsets against it or situations like that. 9 A No.
10 That's why I just refer to - I would refer it to my 10 Q Allright. And it says it runs at 10 percent
11 accountant. 11 interest, doesn't it?
12 Q Ithink we've -- now, is it your testimony 12 A Correct.
13 that Mr. Dillabaugh put together Exhibit Number 47 13 Q Allright. Sowould it be your position that
14 A Yes. 14 you still owe this to Mr, Dillabaugh at 10 percent
15 Q Had it prepared? 15 interest from December two thousand -- or December 31,
16 A Had it prepared, yes. 16 20037
17 Q And presented it to you? 17 A No.
18 A Yes. 18 Q Why not?
12 Q And that it was net of 2l offsets and credits 19 A Well, maybe those offsets that he was
20 that you were entitled to at the time? 20 receiving or offsets that ] was entitled to from benefits
21 A Yes. 21 he was receiving from myself or whatever might have —
22 Q  Sowhen we got to December 31, 2002, what 22 Q Well, let's talk about -
23  you're saying is that: That's the number at that point 23 A --offsetit.
24 thatIowed Mr. Dillabaugh net of credits? 24 Q Well, this is a real clear document. [
25 A Correct. 25 A Yes. :
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1 Q This is very crystal clear: You owe it; you 1 which usually is a copy I keep. SoIbelieveitis :
2 didn't pay it -- 2 likely to be one, yes.
3 A Right. 3 Q Allright. Did you ever pay Ms. Dillabaugh on
4 Q0  —ran at 10 percent, Now you're saying, But 4 this note?
5 Twas entitled to some offsets to this 123,000 plus 5 MR. LUELLEN: Object as irrelevant.
6 interest? & MR. DAVENPORT: Well, he's referenced it in
7 A No, sir, ] didn't say that. I said there 7 his answers to interrogatories. I'm trying to geta
8 might have been offsets or benefits that Mr. Dillabaugh & sense of why.
9 was receiving - there might have been benefits that 9 Q (By Mr. Davenport) Did you ever pay her on
10 Mr. Dillabaugh was receiving from myself or Sefton that 10 this?
11 he was content with so that he wouldn't call the note. 11 A Thave no idea, sir.
12 Q Well, you know there's been a demand made for 12 Q Well, it says it had a due date of
13 payment of what you owe him, right? 13 May31,2002. You have no recollection of whether you
14 A Yes. 14 paid her or not?
15 Q Aliright. So a demand has been made, and you 15 MR. LUELLEN: Same objection.
16  still haven't paid? 16 THE WITNESS: 1 probably did or she was paid,
17 A No, 17 butIhave noidea. Ican'trecollect at this point.
18 Q Allnght Why? 18 Q (ByMr. Davenport) And it calls for 10
19 A Well, because this is just part and parcel of 19 percent interest, doesn't it?
20  amore larger situation that - I believe that what 20 A Correct. d
21  Mr. Dillabaugh has demanded is not payment of this. 21 Q Do you have any documentation that would show i
22 Mr. Dillabaugh has demanded a number that's excessive in |22  if you paid it or not?
23  whatI believe I'm -- he's owed by me. 23 A Tm sure I might have, yeah.
24 Q Well, you - would you agree that you at least 24 Q Would you mind providing that to us?
25  owe this amount, the 123,000 with mterest? 25 A IfTcan find it, yes.
53 55 )
1 A Unless there's an offset in excess of it, no. 1 Q Okay.
2 Q Okay. And that's what I'd like to know. What 2 MR. LUELLEN: I'm geing to object as
3 are the offsets you think you're entitled to as a result 3 irrelevant again.
4 of this note? 4 MR. DAVENPORT: Okay. Your objection is
5 A It's really not been negotiated with 5 noted.
6 Mr. Dillabaugh and myself. At this point, it's in the 6 Q (By Mr. Davenport) De you have any idea how
7 hands of the courts. 7 this came about that you signed a promissory note to Lisa
8 Q Soyou say the offsets need to be negotiated 8 Dillabaugh for $5,000?
9 o ammive at a number that you owe him? 9 A Ican estimate that it was money that was put
10 A Correct. 10 into Sefton, and I assumed the obligation.
11 Q Okay. Allright. Let's go to Exhibit Number 11 Q Who was Lisa Dillabaugh?
12 5. This is another one — just to keep you sort of 12 A Cary's daughter.
13 referenced here, if you will, I'm using your answers to 13 Q Let's look at Exhibit 6. 'What is Exhibit
14  interrogatories with these documents. 14  Number 67
15 A Okay. 15 A Well, it looks like it's a draft of an
16 Q Okay. Sowe're now up to Number 5. What was | 16 agreement - or a letter from myself to Mr., Dillabaugh
17 number 57 17 dated December the 31st, 2000, regarding stock options
18 A Tt appears to be a copy of a promissory note 18 and loan agreements: Seffon Resources, Inc.; TEG
19 for $5,000 dated February 2003 between Lisa Dillabaugh | 19 Resources; and J. Ellerton.
20 and myself. 20 Q Do you have any recollection of preparing this
21 Q Who prepared this? 21 document?
22 A Tm assuming Mr. Dillabaugh prepared it. 22 A Well, it Jooks like I did -- signed it and
23 Q Anditwas - it's something that you 23 prepared it, yes.
24 individually promised to pay to Lisa Dillabaugh, right? 24 Q Now, if you look at the second page, paragraph
25 A My — the copy I have here is just an initial, 25 3, it says under A, "Repayment of cash advances (and
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1 aforementioned $5,000 premium) in form of loan (see 1 dealt with in Exhibit Number 2 when you came to the
2 12/31/00 statement of principal and interest} bearing 12 2 botitom line analysis that you were at on December 31
3 percent per annum." 3 of'017
4 So were you saying at that point on money he 4 A Tfthis is one that was executed and enforced,
5 advanced to you, it would run at 12 percent interest? 5 yes.
6 A Correct. 6 Q Allright. Let's go to now your supplemnertal
7 Q Now, this was dated before Exhibit Number 2, 7  answers to discovery, and that is Exhibit Number -- 1
8 This is dated 2000. Exhibit Number 2, you then go to an 8 don' think we've marked that one yet.
9 interest rate of 12,57 9 MR. LUELLEN: Idon't believe so.
10 A Correct. 10 (Exhibit Number 9 was marked for
11 Q Allnght. Soitwas 12 and then it went to 11 identification.)
12 12.57 12 Q (ByMr. Davenport) Okay. I would ke you to
13 A Correct, 13  take a look at Exhibit Number 5. And I'will represent to
14 Q Let's go to Exhibit Number 7. Do you see 14 you that these are the supplemental answers to discovery
15 that? 15 that were provided to me after I made requests of you and
16 A Yes. 16 Mr. Luellen, vour counsel, that there be further answers
17 Q What is Exhibit Number 7? 17 put together.
18 A Tt's copy of a letter that | prepared, between 18 A There's two copies of it here.
19  myself and Mr. Dillabaugh, regarding an addendum to 2 19 Q Let's ignore that second copy; just take it
20 12/31/00 agreement and a 4/2/01 addendum to that 20 off. These are your supplemental answers to
21 agreemént. 21 interrogatories that were, in fact, signed by — well,
22 Q Now, in paragraph C, this references that you 22 they're signed by your counsel, but I assume that they're
23 say, "It is my understanding that you wish to purchase 23 your answers as well.
24 these shares for the above-indicated price by applying 24 A Correct.
25  said money from outstanding amount owed by myself." Do | 25 Q Let's po to the second page. And you state in
57 59 |
1 vyou see that? 1 your response to number 3, "With respect te offsets and
2 A Yep. 2 other consideration due to Ellerton, please see Exhibit B
3 Q And that's what you did, then, I assume? 3 attached to the initial responses. Despite a good-faith
4 A Iassume, yes, 4 effort, it is impossible for Ellerton to quantify the
5 Q Allright. And that would be - that would 5 value of each specific item of benefit conferred upon or
6  all have been set forth, then, in Exhibit Number 2 when 6 received by Dillabaugh for which Ellerton is entitled to
7 you come to a culmination of what the situation is. As 7 credit, offset or other consideration. Nevertheless,
8 of December 31, '01, this letter would have been taken 8 Ellerton has been able to estimate that the value of the
9 into account, correct? 9 benefits for which credit, offset or other consideration
10 A Iwould assume so, yes, 10 is due is to Ellerton to be not less than $2,028,668,
11 Q Allright. Let's go to Exhibit Number 8, and 11 which is calculated as follows."
12 thatis right there. What is Exhibit Number 87 12 You start with compensation from Sefton
13 A Tt appears to be an unsigned promissory note 13 Resources, $285,000. Do you see that?
14 between myself and Mr. Dillabaugh. 14 A Correct.
15 Q Do you reeall the circumstance under which 15 Q Isthat the entire amount of compensation that
16  this was done? 16 was paid by Sefton to Gary Dillabaugh for the entire time
17 A No. 17  he worked there?
18 Q Whose handwriting is it in? 18 A That would be the cash that he received, is my
19 A It's my handwriting. 19 understanding, yeah.
20 Q Okay. It's a promissory note dated November 20 Q Now, when you say "cash" -- maybe we're not on
21 30,1999? 21 the same -- that was his salary; that was his
22 A An unsigned promissory note dated November 22 compensation from Sefton, right?
23 30th, 1999. ‘ 23 A Tt might have been bonus prior to him being ~
24 Q  Would it be your understanding, Mr. Elletton, 24 Td have to look at the -- that number was provided by
25 that this promissory note, as well, would be embodied or 25 Sefton.
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1 Q Allright. Butit would be everything he was 1 A Okay.
2 paid by Sefton during the time he worked there, correct? 2 Q And the issue is: I want to know what you're
3 A Outside of expenses and other things, I assume 3 claiming and in what amount.
4 so, yes. 4 A Basically — and I think T've already answered
3 Q Allright. So what you're saying is that all 5 that by saying that's something that would need to be
6 of the salary, every bit of the salary that Gary 6 negotiated or —
7 Dillabaugh made while he was at Sefton, his compensation, 7 Q Well, assume you can't - :
8 you were entitled personally to an offset against amounts 8 A - or what the courts deem. b
9 that you otherwise would owe Mr. Dillabaugh, correct? 9 Q Well, assume vou can't negotiate it and assume
10 A No, 10 we go to court and assume we have a trial. What is your
11 Q Well, that's what it looks like to me. 11 position geing to be as to what offsets you're entitled
12 A Tthink if you read it, "With respect to 12 to from Mr. Dillabaugh against funds he advanced you?
13 offsets and other consideration due to Ellerton, please 13 It'sdreally simple question.
14 see Exhibit B attached" — "Despite a good-faith effor, 14 MR. LUELLEN: Asked and answered.
15 itis impossible for Ellerton to quantify the value of 15 THE WITNESS: Basically I think F've just !
16  cach specific item of benefit conferred upon or received 16 answered that. Basically I'll leave that to the
17 by Dillabaugh for which Ellerton is entitled to credit, 17  courts —
18 offset or other consideration." 18 Q (By Mr. Davenport) So you -
19 It's part of the negotiation of what the 19 A ~to determine what amount I should be
20 possible offsets against money advanced are, 20 oentitled to.
21 Q Well, I guess [ don't understand it then. 21 Q Well, let's get more bagic. Let's talk about
22 Because in the next paragraph, you say, "Nevertheless, 22 agreements that you had with Mr. Dillabaugh about
23 Ellerton has been able to estimate the value of the 23 offsets. Tell me every agreement you ever recall
24 benefits for which credit, offset or other consideration 24 reaching with Mr. Dillabaugh about offsets that you were
25 is due to Ellerton to be not less than $2,028 668, which 25 entitled to, given money that he lent to you.
61 63
1 amount was calculated as follows: $285,000." I assume 1 A Actually - let's see. That $123,000 is onc :
2  that what you're saying is, I'm entitled to a credit of 2 example of an -- that would be net of offsets, other -
3 $285,000 as a result of compensation Mr. Dillabaugh 3 Q And let me be real clear with you. What I'm
4 received from Sefton. Am I missing something? 4 talking about is something you can identify as a verbal
5 A No. 5 agreement, and then we'll get to written agreements.
6 Q 8o you get — what you're telling us is your 6 A Okay. Let's start with written agreements.
7 deal with Mr. Dillabaugh was: For every bit of 7 Q Let’s - I'want to go to verbal.
& compensation he received from Sefton, you got an absolute 3 A Verbal?
9 total credit against amounts you otherwise would owe him? 9 Q Yeah. [want to know every time you ever
10 A No. 10 recall sitting down with Mr. Dillabaugh and saying to
11 Q You're not? 11 him, Now, recognize when you're -- something to this
12 A Irealize what you're saying. But 12 effect - when you're loaning me these monies or
13 nevertheless, offset is due to Ellerton — this number 13 transferring these, I'm going to get a benefit back for
14 was basically my estimate of the benefit — the value of 14 your compensation, stock options you get, ot cetera, and
15 the benefits Mr. Dillabaugh had received from Sefton 15 heagreed to that. That's the kind of thing T want to
16 through myself. And I guess maybe my response maybe 16 know about.
17 needed to be modified where it says this was the number 17 A Allright. Well, one verbal agreement would
18  that we would negotiate from which — what the offset 18  be prior to me executing that promissory note that T just
19 against monies advanced would be. 19  referred to.
20 Q Well, are you claiming any compensation that 20 Q Okay. Tell me about that verbal agreement.
21 Mr. Dillabaugh got from Sefton as an offset? 21 A Ttwas a discussion after Mr. Dillabaugh
22 A I'm basically saying these are the numbers 22 presented that promissory note to me, his desire for
23 that need to be negotiated from. 23 something so that he could use it in the seftlement in
24 Q Okay. We're going to have 1o get fo the 24 his divoree. So that — we would have chatted about that
25 bottom of this. 25  before I executed it.
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1 Q Do you recall sitting down and going through 1 you for things he got from Sefion, et cetera; you never
2 what credits you were going to get and offsets you were 2 had that agreement, did you?
3 pgoing to get and how much the money was? 3 A Ttwas a verbal understanding, ves, that that
4 A No. It was that Mr. Dillabaugh presented that 4 would occur.
5 tome. And then I, at some point, must have gone and 5 Q When did that verbal understanding cccur?
6 checked my records and been happy with a number & A Over time. Over all of those times.
7 representing an offset of some sort or a discount, yes. 7 Q Iwantyou to tell me about any time you
g Q Allright. But you don't have any specifics 8 recall Mr. Dillabaugh agreeing with you and saying, I ,
9  about - 9 agree that for money I've transferred to you over time, :

10 A No. 10 you're going to get a credit against paying me back based

11 Q -~ what you agreed to — 11  upon the salary I get from Seften or stock options I've

12 A No. 12 gotten, et cetera.

13 Q --how you agreed to it, et cetera? 13 A That was an ongoing understanding. In my

14 A No. 14 mind, that was ongoing, and that's why there were never

15 Q All right. Any other situation you can tell 15  any demands made on the notes or any ~- or monies

16 me about where you had an agreement - in your mind, yon | 16 advanced to him.

17 had an agreement with Mr. Dillabaugh that vou were going | 17 Q You said it was an ongeing understanding in

18 to get offsets or credits against the amounts that he had 18  your mind?

19 transferred to you? 19 A Yes.

20 A Not very specific, other than at some point, 20 Q Did ever have - did Mr. Dillabaugh ever tell

21 we would sit down and discuss what they were. And it 21 you at any time in history that, T agree that for money

22 was - Mr. Dillabaugh seemed quite happy just to leave 22 T'm advancing to you or transferring to you or lending

23 things as they are until a point in time when we would 23 you, that you're going to get a credit for my salary I'm

24  sit down and do that. 24 getting from Sefton, stock options I'm getting from

25 Q Well-- 25  Sefion, stock I'm buying from Sefton? Did he ever say

65 67 &

1 A And that would be recent correspondence 1 anything like that to you in any way, shape, or form? :
2 in'08. 2 A Yes.
3 Q Recent correspondence in 08 is what you're 3 Q When?
4 talking about now? 4 A The 123,000 note.
5 A Right. 5 Q We're talking about verbal conversations,
6 Q  I'm talking prior to '08 when you all were 6 A There was a verbal one prior to that or at
7 trying to settle this and talking about scttling, et 7 that time that was delivered 1o me. T've already
8 cetera. I'm talking about, like, from 2001 to 2007. Can & answered that.
¢  youwidentify for me and tell me zbout any agreement that 9 Q What did he say?

10 you sat down with and had Wwith Mr. Dillabaugh about the 10 A He basically said, This is & number that I

11 fact that yoii wére going to get credits against amounts 11  would be happy with, if you're happy with &, to offset

12 that he was transferring to vou? 12 the benefits that I'm receiving.

13 A No, I can't specifically remember specific 13 Q Allright.

14 ones. 14 A Andagreed to it.

15 Q But are you saying there were such agreements? 15 Q Now, for all of the time period after the

16 A Tt was just an understanding that we had that 16 promissory note, were there ever any agreements in any

17 Mr. Dillabaugh was happy with the way things were between | 17  statements by Mr. Dillabaugh where he agreed to the

18 myself Sefton, and himself in terms of what he was 18  offsets?

19 getting, opportunities he was receiving. And so we never 19 A Yes. He basically indicated that he was happy

20 really sat down and negotiated, although there was always 20 with the way things were going and there was no need to

21  an understanding that we would at some point in time, 21 negotiate what those offsets were until the point in time

22 Q Okay. The fact is, is it not, Mr. Ellerton, 22 that we needed to sit down and determine what they were.

23 that you never had any agreement with Mr. Dillabaugh in 23 @  When did those conversations take place?

24  which you two specifically agreed that he was going to 24 A Over time, off and on, certainly at least once

25  have credits taken against the amounts that he'd loaned 25 avear.
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1 Q Where would they take place? 1 They were all discussed as one, basically, you know, :
2 A Wherever we were together, whether it be in 2 overall aspect of benefits that Mr. Dillabaugh would
3 Lendon, whether it be here, or wherever. 3 receive.
4 Q Can you recall a specific conversation? 4 Q Okay. Iwant—
5 A No. 5 A We don't talk about specifics. We would talk [
6 Q Can you recall anybody else that overheard 6 about benefits, plural, and those benefits would be :
7 these conversations? 7 anything that you've referred to so far.
8 A No. 8 Q 8o if 1 understand your testimony. What
9 Q  Isthere anybody else we could talk to that 9  you're saying is that occasionally, maybe once a year,
10 could say — we could talk to and ask, Can you verify 10 you had a conversation with Mr. Dillabaugh where you said
11  that this ocourred or did not oceur? 11 something to this effect: There's money that you have
12 A T'wouldn't know. [ --notfrom my mind, no. 12 lent me that I owe you, but we're going to talk at some
13 Q Did you ever have any conversations about, 13 point about offsets to that. Is that how it went?
14 specifically, how these, you know, offsets would be 14 A No. It would probably say, you know -- my
15 arrived at? 15  recollection would be where we would somehow talk about
16 A We would negotiate them. 16 it, and Mr. Dillabaugh would indicate he was quite happy
17 @ Did you ever have any conversations about 17  with just letting things go the way they are at the
18 whether or not the fact that his salary that was being 18 moment, and we would get to it at some future point in
19 paid by Sefton would be used as an offset? 19 time when we were both -- we would both sit down and
20 A Again, it would be negotiated. 20 negotiate It.
21 Q And, again, did you or did you not ever have a 21 Q Okay. AndIunderstand that that's what you
22 conversation about whether you would use his salaryasan |22 recall.
23 offset? 23 A Right.
24 A No. 24 Q What I'm trying to get to is: Did
25 Q Okay. Did you ever have any conversations 25 Mr. Dillabaugh ever say to you in conjunction with that,
69 71E
1 about whether you'd use stock that he had purchased asan | 1 You're going to get offsets against the amounts I've :
2 offset? 2 loaned you from my salary, my stock I've gotten, my stock
3 A Yes. 3 options; did he ever say that?
4 Q When? 4 A That was my understanding.
5 A Over that time that I've indicated. 5 Q Did he ever say it?
6 Q  Sowhat you're saying is that stock that he 6 A Yes.
7 purchased, that he actually paid money for, you were 7 Q What did he say?
8 going to get an offset against monies he'd advanced you? 3 A He basically said the benefits that he was
9 A As part of an overall offset, yes. 9 receiving would be used in the negotiations of what the
10 Q How were you going to determine that? 10 final number was that I would owe him.
11 A Through negotiations. 11 Q Okay. And you recall him specifically saying
12 Q Were there any ideas that were thrown out 12 that?
13 about how these negotiations would go, what you would 13 A Yes.
14 use, what percentages you would use, anything? 14 Q Do you ever recall him saying, My salary will
15 A No. 15  be used for that?
16 Q How about stock options? Were there ever any 16 A No. It was all benefits in plural, not just
17 conversations where you talked about that, as a result of 17  salary.
18  him getting stock options just like the rest of the 18 Q TFair enough. Was it ever specific enough to
19 employees of the corporation, that there would be an 19 say, We'll do it based upon the stock I bought?
20 offset against amounts he'd advanced to yvou? 20 A AsTmentioned, it would be all-encompassing.
21 A Ifyou - the rest of the employees didn't 21 Q Did he ever menticn in regard to stock
22 always get stock options. 22 options?
23 Q  Well, take that out of the question, 23 A In the sense it was all-encompassing, ves.
24 A Okay. Well, with that, then, yes. It was 24 Q So the -- he did mention stock options?
25  like my aforementioned response o the stock options. 25 A The benefits that he was receiving.
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1 Q Allright. In your mind, when he was saying 1 haven't even figured out what they are?

2 that, what benefits did you think ke was talking about? 2 MR. LUELLEN: Object to the form.

3 A Salary, stocks, opportunity — stock 3 THE WITNESS: No. I've been specific about

4  opportunities, other opportunities that were not 4 what potential offsets there are and that I've indicated

5 necessarily Sefton but from myself and/or Sefton, stock 5 have yet to be negotiated.

6 optiens. Ican recall one other one or two other ones in 6 Q (ByMr. Davenport) Well, let's go back to

7 examples where Seffon sold — was going to take one of 7 what you - tell you what: let's take -- it's about

8 its subsidiaries public, and Mr. Dillabaugh was offered 8 10:30. Let's take a break.

9  an opportunity there. So that would be stock in another 9 THE WITNESS: Okay.
10 company. There was an opportunity I provided to acquire | 10 MR. LUELLEN: Thank you very much. F
11 some shares in a non-Sefton entity through some 11 (A recess was taken from 10:30 a.m. until
12 associates of mine. It was all - benefits were ail 12 10:41 am.)

13 these opportunities: salaries, stocks, stock options, 13 Q (By Mr. Davenport) 1want to go back again to
14  oppertunities in other entities. 14  the supplemental answers to interrogatories, see if we
i5 Q Isit your position today that as a result of 15 can get a little -- [ can make sure I understand what
16 these benefits, that you don't owe him anything? 16 you've done here.
17 A Treally haven't thought about it. 17 You say that -- right before you start listing
18 Q Don't you think you should? 18 the amounts - "offset or other consideration is due to
19 A No, because it's now reduced to a legal 19 Elierton to be not less than 2,028,668," we talked a
20  matter. And so what's the point? 20 little bit about this §285,000. And I just need to know
21 Q  Well, you know you're going to have to testify 21 your position,
22 asto what your position is. We know that he advanced to |22 Mr. Ellerton, are you saying that you should
23 you in the neighborheeod of $400,000, correct? 23 get a $285,000 credit against the amount loaned?
24 A Right 24 A No.
25 Q Okay. Seonow, what's your position going to 25 Q What are you saying?

73 75 b

1 be attrial in terms of, Okay, yes, he advanced me around 1 A What I'm basically saying - and ] apologize :

2 $400,000, and I get credits against that of some amount? 2 for that fanguage -- but basically what I'm saying is

3 You're going to have to testify to that, arex't you? 3 from these benefits, I should get some sort of offset.

4 A Uk-huh. 4 And the benefits that Mr. Dillabaugh has recetved at this

5 MR. LUELLEN: Iocbject to the hypothetical 53 point just from Sefton is in the amount of, my estimate,

6 question. 6  $2 million -- approximately $2 million. And at least

7 MR. DAVENPORT: Okay, 7 some of that should be offset against what I — money

8 THE WITNESS: Itll be ~- I think I've 8§ that he's advanced,

9 indicated that my estimate of benefits he's received, the 9 Q Okay. And how much?

10 value at this point in time, is approximately $2 million. 10 A AsIsay,Idon't know. We were atlempting to
11 So, you know, as [ say, we haven't negotiated -~ T really 11 negetiate that and Mr. Dillabaugh filed suit. And since
12 haven't thought about it, to be quite honest with you. 12 then, I have really not spent time or effort. T've been

13 Q (By Mr. Davenport) ‘Do you have a position 13 extremely busy. And that's something that, basically, T
14 today as to whether or not, thinking about the benefits, 14 kind of left at some point to talk to counsel about when
15 et cetera, that there's any net amount that's owed to 15 the appropriate time arises.

16 Mr.‘-Di[lab'augh? 16 Q Was there ever any agreement with

17 A No. 17 Mr. Dillabailgh as to — from these various benefits, how
18 Q You don't even know? 18 much the credit would be?

19 A No. 19 A No.

20 Q Do you care? 20 Q Now, you — 50 let's go to the next number,

21 A Yes. 21 "Settlement Agreement with Sefton: $15,000." What is
22 QDo you think this is fair to Mr. Dillabaugh 22 thatabout? Why are you claiming that as a credit?

23 that he advanced you over $400,000 and now you're saying | 23 A Twve just said I'm not claiming any of this as

24  there's some — what I'm understanding -- some fairly 24  credit. T'm basically saying from all of these benefits

25  vague credits out there you're entitled to and you 25 received from -- by Mr. Dillabaugh from Sefton, that I
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1 should receive some offset against the monies that 1 Well, you know, the better the deal I get, the more the ;
2 Mr. Dillabaugh has advanced me. And thatappliestoany | 2 offset.
3 and all of them. 3 Q When was that conversation?
4 Q And why is that? Why do you take that 4 A Tcan't remember.
5 position? 5 Q Let's talk about how vou came up with these
6 A Well, that was the position that Gary and I 6 numbers. First of ail, the $15,000 seftlement agreement
7  basically agreed to, and that these benefits were 7 with Sefton, what's that?
8  basically granted Gary for assistance to myself. 8 A Well, that's a signed agreement between Gary
9 Q  So you say you and Gary agreed that there 9 and Seffon in which he's paid a severance of $15,000.
10 would be a deduction from the amount he advanced to you | 10 Q And are you saying that you should get some
11 from the benefits he got from Sefton? 11 credit against the amount he lent you from that amount?
12 A Correct. 12 A Again, I go back to my response saying these
13 Q Okay. Do you ever recall Mr. Dillabaugh 13 are the kind of basket of benefits received by
14 saying that to you? 14 Mr. Dillabaugh that need to be put into consideration and
15 A Yes. 15 negotiated.
16 Q What did he say? 16 Q Tappreciate that. But understand, my
17 A My recollection was that we would come to an 17 obligation is to try to figure this out for my client.
18 understanding as to offsets against money he'd advanced 18 And --ifthere's some in here that you think should be
19  at some poirt in time, 19  in the basket or some that should not be in the basket,
20 Q When did he say that? 20  that's what I'm trying to get to. Is this 15,000 that he
21 A Over the — as T've said before, over the 21 gotin the severance to be put in the basket?
22  course of — over the course of time. 22 A Yes.
23 Q But you never had any discussions whatsoever 23 Q Why?
24 abouthow much? 24 A It's just a benefit he received for —
25 A No. 25  basically because of the association with me.
77 79|
1 Q  You never had any discussions about when? 1 Q Did it say anything about that in the :
2 A No. 2 settlement agreement?
3 Q Was Mr. Dillabangh specific as to what 3 A No.
4 benefits would apply to achieve this credit? 4 Q How about the shares of Sefton? How did you
3 A No. 5 arnve at the amount of 1,349,2617
6 Q  Were you? 6 A There's a third-party report put out by
7 A No. 7 Hardman & Company that basically said the vzlue of this
8 Q Mr. Dillabaugh ever agree, in your mind, that 8§ company is between 11P and 33P. And [ basically took the
9 his salary and bonus could be used as an offset? 9 mid-value of those two, their ranges.
10 A Yes. 10 Q What's the stock trading at today?
11 Q He did -- did he say that specifically to you? 11 A T1don't know, sir.
12 A You said, in my mind. AndI said, ves. 12 Q It'snot between 11 and 33, is it?
13 Q And did you ever hear Mr. Dillabaugh say, I 13 A No.
14 agree — 14 Q It's much ess than 11, isn't it?
15 A No. 15 A Yes,
16 Q Did you ever hear Mr. Dillabaugh say, Shares[ | 16 Q  So, I mean, why would this — why would you
17 received in Sefton can be used as an offset? 17 use this number if the stock is trading at much less than
18 A No. 18 117
19 Q Did you ever hear him say, Options I received | 19 A Tbasically took a valuation of what the
20 in Sefton can be used as an offset? 20 company's worth, say - let's say, for the break-up, as
21 A Yes. 21 anexample. You can probably get that mid-range velue if
22 Q When? 22 someone acquired the assets and the money was distributed
23 A Tremember options becavnse we discussed who |23 or we acquired the company. That might be a very
24 would get what when, and Mr. Dillabaugh had input in {24 conservative estimate of what it might be sold for.
25 that. AndIremember a conversation that was recent, 25 Q What's the stock trading at today?
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1 A Thave no idea. 1 $5,000 credit, would that be enough? :
2 QQ Three - about three, 2 A Idon't think so, no.
3 A Iwould imagine, so, yeah, 3 Q@ What if he said 10?
4 Q Okay. Let's look at options in Sefton 4 A Tdoubtit
5 Resources, 379,407. How did you arrive at that number? 5 Q What if he said 2007
6 A I-—the same principle. Ticok that 6 A Tmean, I don't know, sir. Ireally don't
7 mid-value of 11P or so and deducted the option price, and | 7 know. At this point, you're asking me something that I
8  that's how the number came about, 8 haven't had a chance to think about. So, you know, it
9 Q The options are all out of the money right 9 behooves me to give you a response to it at this point
10 now, aren't they? 10 witheut thinking about it and discussing it with
11 A Yeazh 11 associates.
12 Q Okay. So they're really worthless right now, 12 Q At some point, are you going to corme up with
13 aren't they? 13 what that number is that you think you're entitled to for
14 A No. There's a way of calculating what options 14 a credit against the 400,0007
15 are worth in the very least because our profit and loss, 15 A IfTm required to, yeah.
16  basically, statement is hit. 16 Q But you're telling us you simply have not done
17 Q But as we sit here today, they're not worth 17 that to date?
18 anything., You can't execute them and achieve anything, 18 A No.
19  can you? 19 Q Are you asking for any money back from Gary
20 A Well, yeah, you can. You can execute them if 20 Dillabaugh?
21 youwant. I've executed them at 6P, [ mean, there 21 A Thaven't thought about it, sir.
22 are - long term, these things have ten years of life to 22 Q DBut today, are you?
23 them. If you want to, if you believe in the value of 23 A Tm sorry?
24  them, you can cxercise them. 24 Q Today, is it your position that Mr. Dillabaugh
25 Q In any event, they're out of the money right 25 owes you any money?
81 83 [
1 now? 1 A Idon't know. :
2 A They're out of the money, yeah. But you said 2 Q  You don't know?
3 "worth." Isaid they're cut of the money, I agree. 3 A Thaven't thought - as I say, I haven't
4 Q Sothere's riot any specific one of these items 4 thought about what this offset would be.
5 that you're refying upon for these basket of benefits to 5 Q Can you tell me how you'd go about it,
6 figure out the amount of deduction or eredit you're 6 figuring that cut?
7 entitled fo, correct? 7 A Yeah, I'think [ just did. Iconsulted my
8 A Correct. 8 legal counsel as to what his position was on the advances
9 Q You'relooking at this in sum total and saying 9 and the legalities of those; and then, basically, sit
10 these are all the fhings,-thcse are all the benefits, and 10 down with some friends and associates who, you know --
11 Tthink I'm entitled to some credit against the money 11 and talk to them as to what they think and what my
12 that'was lent o me by Gary Dillabaugh. 12 thoughts were, and, you know, get some third-party imput
13 A Correct. 13 into it
14 Q And, again, do you have any idea how much that | 14 Q Did you ever have any understanding or any
15 is? 15 agreement with Mr. Dillabaugh at any time as to how you'd
16 A Idont. 16 go about calculating the benefits?
17 Q How would you figure it? 17 A No.
18 A Twould sit down with my counse} and say, At 18 Q Never even discussed it?
19 this point, since we're in a legal entanglement, what are 19 A No.
20 the legal ~ side of this thing. And then I would 20 Q Soyou don't have any idea -- maybe
21 probably - well, we would - you know, I'd probably get 21 Mr. Dillebaugh was thinking about, Well, Il give him
22 together with, you know, some - probably the friends and | 22 that $10,000 oredit. He may have been thinking
23 associates or whatever and kind of discuss it with 23 about that and you were thinking about something else,
24 someone and kind of come up with that, 24 correct?
25 Q What if Gary Dillabaugh said, Il agree to a 25 A Correct,
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1 (Exhibit Number 1¢ was marked for 1 THE WITNESS: Sir, I think it's Exhibit 3. :
2 identification.) 2 Q  (By Mr. Davenport) Then how about the
3 Q (By Mr. Davenport) Take a look at Exhibit 10 3 sixty - right down the right-hand column, if you will:
4 for me, please. Do you recognize that? 4 65,661.88. Iassume you got that from Exhibit Number 2,
5 A Yes. 5 the letter.
G Q Whatisit? ) A Could very well be, yeah.
7 A These are some notes and my writing as to - 7 Q Allrght. Then in'02, what - does that
8 from where I went through my records to see what monies 8 say — there's a2 number of 169,791.17. Do you know where
9 had been advanced, and if Mr. Dillabaugh had sat downand | ©  that rumber comes from?
10  decided what money and interest might be — he might be 10 A Extra loans, increased -- | mean, | presume
11 entitled to so 1 could sce what his total number was 11 that's from monies advanced by Gary.
12 before determining what a potential offset might be. 12 Q Allright. And you called them "loans",
13 Q When did you put this together? 13 didn't you?
14 A Oh, God. I- obvicusly it was sometime this 14 A Yes.
15 year when Gary and I - well, actually, no, This was 15 Q Because that's what they were, weren't they? :
16 probably as — yeah, it was probably when we were sittmg 16 A No, they were advances. But, you know ~ E
17 down and talking about what the final number might be. 17 Q Loan, advance?
18 Q Do you remember, I mean, just a general time 18 A Right, yeah. To the best of my knowledge,
19  of year that you did this? 19 yeah.
20 A Ttwas this year. When was that? I mean, [ 20 Q The bottom line is: If it's a loan or
21 can't remember. 21 'advance, uniess there's a credit that applies to it, you
22 Q 20077 22  owe it back, don't you?
23 A No. It would be 2008, I believe. 23 A Unless there's a credit applied, yeah.
24 Q Aliright 24 Q Sowe then got — we go down the line a little
25 A When our e-mails were going back and forth, 25 bit and say -- you say principal now is 227,325, And
83 87 |
1 whatever that time period was. 1 then you've got out at the right-hand side "8,127.90" in
2 Q And you gave a copy of this to Mr. Dillabaugh? 2 parens, 2.5 percent interest. So you applied in 2002
3 A No,Idon't think so. 3  {or 2002 an interest factor of 12.5, correct?
4 Q Allright. Well, let's look at -- did you do 4 A No.
5 this in his presence — put this document together in his 3 Q Well, what's the 12.57
6 presence or by yourself? 6 A AsTsaid in my first statement regarding
7 A By myself. 7 this, I'm sitting here trying to assume what
8 Q And what did you use to put the document 8 Mr. Dillabaugh believes he's owed, and he's asking for
9 together? What was your backup information? 9 12.5. SoT'm looking at all of the numbers and applying
10 A Well, like, the notes you've used in exhibits 10 12.5 percent to them so I can get an understanding of
11 before and then other items that I probably have a record 11 what — if he just made a straight loan, what he would be
12 of. 12 looking at. And that would then be used, in my
13 Q Allright. Let's go — I just want to — I 13 calculations, as to what I think might be a reasonable
14 don't want to, obviously, go through - 14 offset against that.
15 A Ti's a summary. 15 Q And I'm just asking you, did vou use 12.5?
16 Q Tunderstand. And I don't want to go through 16 A Well, no, obviously, because there's blanks
17 every number on i, but I want to make sure I understand 17 here. In some cases I did; in other cases, I didn'.
18 what you did. 18 Q Okay. Let's go on down o 12/31/02. You've
19 A Yes. 19 got principal again of 227 325. And then you go — let's
20 Q Allright. You started off with principal and 20 go over to the next page. You've got principal and
2] interest of 129,233.98. Where did you get that, do you 21 interest then 0f9,298.56. Do you know what interest
22 know? 22 rate you used for that?
23 A Probably from some document. 23 A Thave ne idea, sir.
24 Q  You don't know where, though? 24 Q  Okay. Then you've got additional principal -
25 MR. LUELLEN: Yeah, its Number 3 or 4 there, 25 what was that - 0of 58,3007
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1 A Correct. 1 Q  An advance by Gary Dillabaugh to you? |
2 Q And that was additional loans? 2 A 1believe so.

3 A Tassume advances, yeah. 3 Q And that get's us to 385,625, right?

4 Q Okay. Okay. So that gets us then to 4 A Tbelieve so.

5 12/31/03, an amount of 325,625, correct? 5 Q Then you add back in the 17,081 for the bank
6 A Correct. 6 principal and interest and the Oatley note, correct?

7 Q Okay. Then you run down, but you don't add 7 A Yes.

8 the interest in for '01,'02, or 03 down below, is that 8 Q You'd add that to the 385-, wouldn't you?

9 correct? 9 A I'm somry, veah?

10 A Well - 10 Q Wouldn't you? You'd add those to the 385-, so

11 Q Youhave — 11 you're now getting over $400,000, correct?

12 A Yeah, yeah. There's blanks, uh-huh. 12 A Correct.

13 Q  Okay. Upabove the 12/31/03, there's some 13 Q Aliright. But you haven't done any of the

14 entry that I can't quite make out. It looks like "D." 14  interest on that; you're just doing the principal now?

15 A D. Oatley. 15 A Correct.

16 Q  What was that? 16 Q And then in '06 and '07, no additional

17 A That’s, I believe, a reference has been made 17 principal, Itake it that means you didn't get any

18 before about a Don Qatley loan. I believe it's Sefton or 18 further advances from Mr. Dillabaugh?

19  between Gary ~ I think between Gary -- it's related to 19 A Correct.

20 Sefton, myself, and Gary. And Ican't remember the exact | 20 Q Allright. Then 12/31/07, the principal is

21 association. 21  then 385- plus these other two items, which would get you |

22 Q Was it the one that Gary took over? 22  upto well over — it'd be around $405,000, per my rough

23 A Yes. 23 math.

24 Q And paid? 24 A Correct,

25 A Ibelieve he paid it, yeah. 25 Q And then you'd have interest for -- that

89 91
1 Q Allright. And was that at your request? 1 wasn't computed at all in that amount?
2 A What? 2 A Correct.
3 Q That he take over the Oatley loan and pay it. 3 Q Right. Soyou were doing this in an
4 A Tdont — I can't remember, sir. 4 attempt -- I mean, you were doing this from your own
3 Q Well, why would he have dene it, then, inyvour | 5 records; this wasn't from input from Gary Dillabaugh, was
6 mind? Why would he take over a loan? 6 it?
7 A Well, he was happy and that was a benefit. He | 7 A Tcan't remember if Gary had given me some
8 took over another one as well to Norwest Bank. 8 stuff, what he was using. I can't remember.
9 Q And you didn't ask him to do that? 9 Q Okay.

10 A Tcan't remember. 10 A Imean,but...

11 @ Let's go on down below 2004. You've got 11 Q But you were sitting down doing this, not in

12 principal and interest, and you've got principal of 12 his presence, but by yourself?

13 325,625, And then you've got a bank principal and 13 A Correct.

14 interest of 17,081.48. What's that? 14 Q And you were doing this in '08 sometime to try

15 A Ithink that's that Norwest situation I 15 to figure out the amount that was due ~- or the amount

16 referred to. 16 that had been loaned by Mr. Dillabaugh exclusive of

17 Q@ Okay. And then D. Oatley interest, that's 17 interest?

18 $3,0007 18 A No.

19 A Correct. 19 Q What were you trying to do?

20 Q That's from the Qatley note. 20 A AsTsaid before, I was trying to determine,

21 A Correct. 21 ifIwas Gary -

22 Q Then we go to '05. There's an additional 22 Q Yeah.

23 $60,000. What is that? 23 A --what number do I think ! was owed? And

24 A Additional principal. That would be an 24 this is an attempt to come up with that. And he's, you

25 advance. 25 know, using in — obviously something like 12.5 percent
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1 interest. And I never completed these because we never 1 Gary returned using this heading to me. :
2 gotthat far. And if [ could understand where Gary 2 Q Do you recall sending -- read the text of
3 thought what he was owed, and then I could take a look at 3 that, if you would.
4 what I think I may feel is owed to me as an offset and [ 4 A Yeah,Idid. Yeah, I recognize that, yeah.
5 have a negotiating position with Mr. Dillabaugh. 5 Q Okay. What you say is, "After viewing ail the
6 Q Ijust want to make sure I understand. These 6 data, my proposal is as follows: At 12/31/08 the number
7 three numbers — 385,625, 17,081.48, and 3,000 -- there 7  owingis $350,000." You then go on and say, "This is the
8 wasn't any question in your mind, at that time, that 8 rough number we agreed to." What are you talking about
9 those were amounts that were advances that had beenmade | 9 when you say "we agreed to"?
10 either in the form of taking over promissory notes, 10 A Thave no idea.
11 paying interest on bank loans, or giving money directly 11 Q Okay. "But reflecting a final number taking
12 to you, that would be, in essence, in Mr. Dillabaugh's 12 into account that you received money from the company
13 column before any offsets were applied? 13 {approx., $285,000) travel expenses (plus other
14 A These notes here, as I've said before, were me 14  expenses), non-promoted business opportunities, and of
15 trying to determine what I think Gary - where Gary might 15 course 'stock options' (which were an additional expense
16 be coming from in determining what he thinks he's owed. 16 to the company). [ have not broken it down into
17 Q Okay. And exclusive of interest and 17 categories such as principal, interest and/or any credit
18 offsets - 18 of cither of the aforementioned ‘perks'. As farasa
19 A Correct. 19 proposed payment plan, [ suggest the following: $50,000
20 Q@ - did you have any disagreement with these 20 before end of 2008 and $100,000 on or before end of
21 numbers that you thought were the numbers Gary would be | 21 2009," et cetera, et cetera. "If payments are not made,
22 happy with? 22  interest will accrue at 8 percent." :
23 A Inever got that far, sir. Inever gotto 23 When you were coming up with 330,000, were you i
24 compare them or anything. Inever got to compare them. 24 proposing to pay 350,000?7 :
25 Q Have you ever gone back and locked at this 25 A Tt appears that way, yes.
93 9
1 from the standpoint of, you know, What do I think 1 Q And this was the methodology by which you were :
2 actually exclusive of interest and credits? 2 going to pay it? Do you know how you got to that i
3 A No. 3 proposal that you were willing to pay 350,0007 :
4 Q No. Soyou just don't know if this is 4 A Yeah, I think I just, vou know, basically took
5 accurate or not? 5 what I was, you know, looking at, I think — prier
6 A No. 6 exhibits possibly — and just basically made an offer of
7 MR. LUELLEN: IfI could, Mr. Ellerton, please 7 that. '
8 make sure that you let him finish his question before you 8 Q So in coming up with this offer of 350,000,
9  answer. 9 was that after taking offsets?
10 THE WITNESS: Oh, I'm sorry. Yeah. Okay. 10 A Ttlooks like it, yes.
11 MR. LUELLEN: It makes her job a lot easier. 11 Q And de you have any recollection of what you
12 (Exhibit Numbers 11 and 12 were marked for 12 went through, how you computed the offset you felt you
13 identification.) 13 were entitled to at all?
14 Q (ByMr. Davenport) Let's go to Exhibit Number 14 A No. Tjust--you know, it was just one of
15 11 now. Can you identify Exhibit Number 11 for me? 15 those kind of, you know, How about this?
16 A It appears to be an emai! from Gary 16 Q Do you have any documentation that would show
17 Dillabaugh. 17 how vou came up with this?
18 ¢ If you would, go down to the middle of the 18 A No.
19 page. The one that says, "From: Jim Ellerton.” 19 Q Did you ever discuss with Gary how you came up
20 A Right. 20 with #?
21 Q@ Okay. That would be an e-mail from you to 21 A No.
22 M. Dillabaugh, right? 22 Q Did you get a response to this?
23 A Yeah, although I don't recognize the heading 23 A Thelieve I did, yeah.
24 on this page as anything T've ever seen before other 24 Q What was the response?
25  than -- this must have been something I sent and then 25 A Thbelieve it was, you know, No, you owe me
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1 something in the vieinity of 700-and-some-odd-thousand 1 part of this -~ of this trial proceeding or this
2 dollars, 2 litigation, I've taken a stronger look at the benefits
3 Q Let's take a look at Exhibit Number 12 now, 3 Mr. Dillabaugh had received and in consultation with
4 Now, this is dated two days later, February 13th. This 4 coungsel as to some of the legalities of his position. At
5 isan e-mail from you to Mr. Dillabaugh, right? 5 this point, I'm kind of stepping back and seeing where we
6 A Yes. 6 gowithit.
7 Q And you were, at this point, negotiating back 7 Q Allright. Are you aware of anything
8  and forth to try to solve how much he was going to be 8 whatsoever that is in writing — I'm not talking about
S  paid, right? 9 conversations, we've already been down that road — are
10 A Ibelieve so, yeah. 10 you aware of anything that's in writing, whatsoever, that
11 Q Allright. You say, "Gary: The numbers I 11 reflects the fact that you and Mr, Dillabaugh agreed that
12 started from approx. $400,000 before any interest and 12 you were going to get oredits, offsets, et cetera, as
13 credit for money {via Sefton), opportunities for stock, 13 you've described them, against the amount that he was
14 {ground floor pricing), stock options (granted), expense 14 lending vou?
15 paid trips, ongeing opportunities to work with very good 15 A Tbelieve that 123,000 note reflected that,
16 group (same sort of situations as before)", 16 Q Allright. Let's take a look at that.
17 So when you say, The numbers I started from 17 MR. LUELLEN; Exhibit 4, I befieve.
18  were 400,000 before any interest and credit for money, 18 THE WITNESS: Exhibit4.
19 was that just —- a $400,000 number was the gross amount | 19 MR. DAVENPORT: Yes.
20 that had been advanced by him? 20 Q (By Mr. Davenport) Do you see anything,
21 A Thbelieve this is -~ the term is it's 21 whatsoever, in that promissory note that talks about
22  approximately 400,000, Ithink that's pretty well — 22 credits, offsets at all?
23 Exhibit A in our interrogatories is in the vicinity of 23 A Other than the number reflects such.
24 400,000. 24 Q And do you have idez how much the credits or
25 Q Now, am I correct that you started with a 25  offsets were?
97 99 |:
1 $400,000 figure and you say it's before interest, credit, 1 A Other than using Exhibit 10, 12/31/02.
2 etcetera. And you -- eventually, then, you had offered 2 Q Goahead.
3 350, and this was an explanation to him of how you had | 3 A Well, if you look at just some of those notes,
4 gotten to it? 4 12/31/02 principal of 227,325,
5 A A partial one, yes. 5 Q Okay. Is that your answer?
6 Q Okay. Sowhat you had done was started with 6 A Yeah.
7 400 and then made deductions of $50,000, and madean | 7 Q You think there was a credit that was given?
8 offer of 350-? 8 A Yes.
9 A Correct. 9 Q For aver §100,000 to get to that number?
10 Q Allrght. And at that time, did you think 10 A Yes.
11 that was fair? 11 Q And you think that was done by Mr, Dillabaugh?
12 A Obvicusly. Otherwise, I wouldn't have written | 12 A Well, this was presented by Mr. Dillabaugh, so
13 it 13 yes.
14 Q@ So what you were asking for at that time was, 14 Q Do you have any other thing you could identify
15 Deon't apply any interest to this whatsoever, the money | 15 for me that's -- you've produced a lot of documents, and
16 that's been lent, and I should get a $50,000 credit for 16 TI've looked through them. Ihaven't seen anything, But
17 benefits? That's what you were saying -- 17 iz there anything else you could identify for me that
18 A 1 guess, in essence, that's what I was saying, 18 represents an agreement between you and Mr. Dillabaugh
19 vyes. 19 that you would be entitled to credits or offsets against
20 Q Allright Are you still willing to do that 20 the amount he advanced to you?
21 today? 21 A" Ne.
22 A No. 22 Q 'Why didn't you do anything in writing?
23 Q Why not? 23 A Tt seemed that we put things in writing when
24 A Well, ] mean, dbasically when vou look at 24 we both agreed to something. And as [ said before,
25 subsequent events, and on further analysis of looking as |25 Mr. Dillabaugh indicated he was quite happy to let things
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I justkeep going. He was happy with what he was 1 stock from Sefton Resources, Inc., and from Ellerton
2 receiving, benefits from me and/or Sefton. So he felt 2 personally.” Now, he paid for those shares of stock,
3 there was no need to ~ there was always an understanding | 3  didn't he?
4 at some point we would put it in writing, But if 4 A Tbelieve so.
5 Mr. Dillabaugh had asked for it, we probably wouid have 5 Q  So why was that a benefit to him?
6 sat down and come to an agreement and put somethingin | 6 A Well, it wasn't offered to a lot of people;
7 wiiting. 7 just some close associates.
8 Q So you're saying there was an understanding at 8 Q  Well, the stock was publicly traded, wasn't
9 some point you would put i writirig what credits or 9 it?
10 benefits you were entitled to? 10 A No.
11 A Correct. 11 Q Itwasn't? Notin'99?
12 Q And you never did it? 12 A No.
13 A Correct. 13 Q  So what you're saying is that by the ability
14 Q Andyou have no idea what Mr. Dillabaugh's 14 o buy before it became publicly traded, that was a
15  thought processes were about what he thought you'd getas | 15  benefit that you should get some offset from the amounts
16  credits or benefits; and likewise, he had no ability to 16  he lent vou?
17 know what you were thinking about, did he? 17 A That's one way of saying it, yes.
18 A TNo. 18 Q Allrght. Do you know much?
19 Q  So would you sort of deseribe it as an 19 A No.
20 agreement to agres? 20 Q Okay. Let's go to as of October 2000.
21 A Yeah. 21 '"Dillabaugh participated in IPO of Sefion Resources,
22 Q Okay. 22 Ine., and received 36,114," et cetera, et cetera. hd he
23 A Or disagree, as the case may be. 23 pay for those?
24 Q We do know that at one point, you thought the 24 A Yeah,believe he did.
25  benefit or credit should be $50,000; that's clear. At 25 Q Allright. So what you're saying, again, is
101 103 |
1 one point, you were willing to accept that? 1 even though he paid for these shares, that was a benefit
2 A Correct. 2 that you ought to get some credit for?
3 Q Allright. I want to go back to vour answers 3 A Yeah. The price of those shares was obviously t
4 tointerrogatories now on this credit issue again. And 4 less than the market or the offering of the IPO. So they
5  it's Exhibit B. 5 weren't offered to anyone; just people that basically
6 A Exhibit B of Exhibit A? 6 were associates.
7 Q Yes 7 Q Do you know what the price was?
8 A Of Exhibit 17 8 A Not off the top of my head, no.
9 Q Yes. Allright. Let's look at this exhibit. 9 Q Was it more than three pence?
1¢  Canyoutell me: Did you put this together? 10 A Yeah, the IPQ was at five pence, I believe.
11 A In conjunction with my counsel, yes. 11 Q Okay. Scit's now worth less than -- on the
12 Q Allright. And this is to represent credits 12 market than it was when it came out?
13 that you were entitled to; is that right? You can go 13 A It's trading for less.
14 back and look at your answer, of course. If you look 14 Q Allright. Let's go to May 31, 2001.
15 &t --1o help you out a little bit here — if you look at 15 "Dillabaugh purchased additional share options." Again,
16  Interrogatory Number 5, it's the bottom of page 4 and top | 16 he purchased these options, correct, they weren't given
17 of page 5. And that's where you reference Exhibit B. 17  tohim?
18 A Okay. ig A Tdon't know what these -« I mean, I'd have to
19 Q So these are the benefits that you believe ~ 19 see the reference to May 31 to know what they were.
20 T guess to put it in your term -- are in the basket of 20 Q Well, let's see -~ actually, I think we have
21 things that you think that you're entitled to a credit 21  that. Does that refresh your recollection if he
22 for? 22 purchased them?
23 A Correct. 23 A Isthis--
24 Q Lets go through these. In 1999, you say, 24 Q It 23. It's one of them, yes,
25 "Dillabaugh was able to purchase preferred shares of 25 A Then, yes, it appears that he - that I
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1 provided him an opportunity to buy some options that 1 A Basically, the board of directors recognized '
2 other people had before, as [ explained. 2 that Gary — because, as I say, I discussed this with
3 Q Okay. And he purchased them? 3 them -- that Gary had helped me and that this was :
4 A 1believe so. 4  something they could do to reward Gary, and that's what |
5 Q Allright. Thank you. Let’s go to the next 5 they did.
6 one, April 2, 200]1. "Dillabangh converted outstanding | 6 Q Is the board of directors today -- of Sefton
7 amount due from Ellerton into shares of Sefton, 7 today aware of the position you're taking that benefits
& Resources, Inc.,” et cetera, et cetera. Was this & that Mr. Sefton got from Sefton -- benefits that :
9  something that was given to him? 9 Mr. Dillabaugh got from Sefton should be offset against
10 A 1d have to see what it pertained to. Number 10 monies he personally lent you? :
11 737 11 A Yes.
12 MR. LUELLEN: Ask and you shall receive. 12 Q And what's their position en that?
13 THE WITNESS: Then, yes, he's paying for them | 13 A There isn't, other than aware of it.
14 by offsetting advances against those. 14 Q Have they told you they agree with that or
15 Q  (By Mr. Davenport) Right. Let's go March 5, |15 disagree with it?
16 20C3. "Ellerton allots 3,000 [sic] shares of Sefton 16 A Not in so many terms, no.
17 Resources, INc., to Dillabaugh." Did he pay for those? | 17 Q Have they taken any position with you on it?
18 MR. LUELLEN: Mr. Davenport, I apologize. 18 A No. They understand what it is, and they
19 THE WITNESS: Three million. 19 understand that that may be okay.
20 MR. LUELLEN: It was 3 million. 20 Q. ‘Who has told you that they think that may be
21 Q (ByMr. Davenport) I mean 3 million. I'm 21 okay?
22 sorry. Three million shares of Sefton to Dillabaugh. 22 A Let's see. It would be - the old directors
23 Did he pay for those? 23 would be Karl Arleth.
24 A Tcan't remember, sir. 24 Q What's the name again?
25 Q Let's go to the next one, July 14, 2004. 25 A" Karl Arleth.
105 107
1 '"Dillabaugh receives 15,000 [sic] shares of Sefion 1 Q How do you spell that? :
2 Resources, Inc.," Those are options, aren't they? 2 A A-R-L-E-T-H. K-A-R-I is his first name,
3 Imean 15 millicn. I'm sorry. 3 Q He's told you that he thinks this position
4 A Tdon't--it doesn't say options. It says, 4 you're taking is okay?
5 "Dillabaugh received 15,000,000 shares of Sefton 5 A - 'Well, Kar] said that before, yes. Karlis no
& Resources, Inc.” 6 longerfé'air’éctbf, but he's a shareholder.
7 Q You don't recall that those were options? 7 Q Where is he located?
g A Tdon' think they were options, no. 8 A Denver, Colorado. Jeremy Delmar-Morgan.
9 Q September 9, "Board of Directors of Sefton 9 Q Delmar?
10 Resources, Inc., approves additional stock options and 10 A Morgan. D-E-L-M-A-R, hyphen, M-O-R-G-A-N,
11 consultent compensation to Dillabaugh." Do you see that? | 11  United Kingdom. Tony Ashton.
12 A Yes. 12 (Q Has Mr, Delmar-Morgan told you that he thinks
13 Q You're saying that was a benefit that he got 13 this is acceptable that you are taking the position that
14 that you're entitled to something for? 14 things, including compensation, that Mr. Dillabaugh got
15 A Correct. 15  from Sefton can be offset against personal obligations
16 Q Even though the board of directors in total 16  you have to him?
17  did this? 17 A Yes.
18 A Correct. 18 Q Anybody else told you that?
19 Q Now, the board of directors in total granted 19 A Tony Ashton.
20 him stock options and consultant compensation. And 20 Q Where is he located?
21 you're saying, I should get a credit of some sort from 21 A Canada.
22 that apainst what he loaned me? 22 Q He's told you the same thing?
23 MR.IUELLEN: Asked and answered. 23 A Yes.
24 THE WITNESS: Yes. 24 Q Okay. Now, these are not current directors,
25 Q (By Mr. Davenport) Why? 25 right?
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1 A Yes, they are. ' 1 A Ican't remember.

2 Q Which two are current? 2 @ But you're saying that's a benefit that you

3 A Jeremy Delmar-Morgan and Tony Ashton. 3 should get something for?

4 Q Has there been any disclosure to shareholders, 4 A Correct.

5 public shareholders, that you're taking this position? 3 Q And why is that?

6 A No. 6 A Well, again, this was an opportunity that was

7 Q Why not? 7 offered to very, very few people, and Mr. Dillabaugh was

8 A Well, it's not - it's a situation between 8 one we extended this offer to.

% Mr. Dillabaugh and myself individually. 9 Q Who extended the offer 1o Mr. Dillabaugh? E
10 Q@ Well, you understand, I agsume, Mr. Ellerton, 10 A Sefton. :
I1 thatif, in fact, things that the corporation 11 Q The board?

12 gave/transferred/paid to Mr. Dillabaugh are used to 12 A The board, but at my recommendation.
13 offset a personal obligation of yours, that that's income | 13 Q When you extended this, at your
14 to you? 14 recommendation - when this was extended, were you doing
15 MR. LUELLEN: Objection agam. 15 this because Gary Dillabaugh was a good employee too?
16 THE WITNESS: Again, that — you know, we've | 16 A No. It was because Gary was, you know —
17 responded to that one before. I my accountant feels 17 basically, as I said before, from Gary assisting. |
18 that that is indeed the case, then so be it. 18 mean, these were offered to employees and nonemployees,
19 Q (By Mr. Davenport) Have you talked ~- and 19  but people that we knew, close associates and so forth,
20 youre talking about your personal accountant? 20 Q  What you're telling me, Mr. Ellerton, is that
21 A Yes. 21 you recommended to the board of Sefton that Gary
22 Q Have you talked to the accountant for the 22 Dillabaugh be able to exchange these shares because of
23  company about this? 23 something personally he'd done with you?
24 A The auditors for the company were ~ know of | 24 A No. The shares were - this came about as a
25 the litigation between myself and Mr. Dillabaugh, and T | 25 result of us offering shares, a private placement of
109 111 f

1 justinformed them that cur litigation relates to a 1 shares in ene of the company's subsidiaries. That was :

2 dispute between the two of us in which — litigating is 2  the offer to close associates. And then later on, Sefton

3 to what I may or may not owe Mr. Dillzbaugh. 3 decided not to take the subsidiary public and offered

4 Q Have you told the auditors that your position 4 shares or cash to those new subsidiary shareholders other

5 isthat for salares, stocks, stock options that 5 than Sefion for shares in Sefton or cash.

6 Mr. Dillabaugh got from Sefton, that you are claiming 6 Q Okay. And my question is: You said you made

7  that you get a benefit or & deduction, if you will, 7 arecommendation to the board that Gary Dillabaugh be

& against amounts that you otherwise might owe 8 able to participate in this?

9  Mr. Dillabaugh? 9 A In the initial offering of the shares to the
10 MR. LUELLEN: Objection, irrelevant. 10 subsidiary.

11 THE WITNESS: No. 11 Q Right. Andasked you if that was because he
12 Q  (By Mr. Davenport) The answer is no? 12 was a good employee, and I believe your answer was, No,
13 A Correct. 13 it was because he'd provided me with some personal

14 Q Why not? 14 advances.

15 A Tdon't see the need at this point. How would 15 A Correct.

16  that affect the accounts of the company? 16 Q Isthatright?

17 Q  I'mjust asking you. It's your -- 17 A Correct.

18 A Yeah. And my question is -- [ don't see it 18 Q Allright. So, again -- well, let me ask you

19 because it won't affect the accounts of the company, 19 this way: Do you see any conflict of interest in making
20 Q Let's go to January 26 through March 31, '06. 20 that recommendation to the board?

21 "Dillabaugh was able to exchange shares of TEG Oil & Gas | 21 A No, because we offered the same thing to

22 Canada, Inc., for shares in Sefton Resources, Inc.” Are 22 others that had helped me and/or the company as well.
23 you aware if he paid for that or not? 23 Q Allright. So everybody got it offered to

24 A Yes; he did, 24 them?

25 Q  How much did he pay? 25 A Not everybody; but certain select people, yes.
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1 Q Anybody who had helped the company or helped 1 atprevailing market rates."
2 you? 2 Now, what is that about in terms of getting a
3 A Correct. In other words, there was some 3 credit back?
4 outside of that. But, yeah. 4 A Idon'tknow. Imean, I have to -- I'm just
3 Q Allright. Let's go to as of March 31, 2006. 5 assuming that -- Id have to see what documentation I was
6 "Dillabaugh had been granted 15,000,000 stock options in 6 looking at at the time I provided this. But basically
7  Sefton Resources, Inc., of which 5,000,000 had vested and 7 M. Dillabaugh provided dental service to the employees.
& had received a total of 44,962,345 shares of Sefton 8 Ibelieve it was at a discount, and then Sefton covered
9 Resources, Inc., which include the shares received in 9 those expenses on behalf of the employees.
10 exchange of TEG Oil & Gas Canada, Inc.," Mr. Dillabangh { 10 Q Looking — are there any other benefits that
11 paid for all of these, didn't he? 1T you think fall into the basket that you're entitled to
12 A Well, if you got options, you don't pay for 12 seme credit in this situation, any others you can think
13 them; they're granted to you. Then the company has -- 13 of? [
14 that's billed against the profit and loss, so it's a cost 14 A Yeah. There were opportunities such as
15 of the company. But Mr. Dillabaugh hadn't paid at that 15  purchasing stock in General Mining, which is a company "
16 time. 16 myself and some associates had that we offered to
17 Q And any shares he got, he paid for; they were 17 Mr. Dillabaugh. And Mr. Dillabaugh received medical
18 not given to him? 18  benefits, insurance benefits, travel opportunities,
19 A No, unless they were exchanged for expenses 19  things of that nature as well.
20 accrued or whatever. [ don't think any were given, no. 20 Q What were the travel opportunities?
21 Q November 1, 2007, "Dillabaugh enters into a 21 A Well, I basically - we had an annual meeting
22 consulting agreement with Sefton Resources, Inc.” Did 22 inLondon every year, and Gary would come to that
23  that actually ever happen? 23 meeting. It was not necessarily to come, but we would go
24 A T can't remember. 24  and -~ actually, we went several times to London and
25 Q Why did you put it down? 25 other opportunities: Canada; Ventura, California. Tt
113 115 |
1 A Tcan't remember. I'm assuming I had 1 was not necessary that Gary attend, but we offered those
2 something that related to that. 2 opportunities for him to come aft the company's expense.
3 Q Then in Decernber -- June 27, '08, "Dillabaugh 3 QQ And when you would do that, you'd say, Gary,
4 enters into a settlement agreement with Sefton Resources, | 4 why don't you come along on this? Was the reason for
5 Imec." That's the one we previously -- 5 that that you thought, Well, I'l give him that benefit
6 A November the 1st. Dillabaugh was offered a 6 and later get a credit against what I owe him?
7 consulting agreement with Sefton Resources, Inc. 7 A lmean, not that specifically but as part of
8 Q And that's a benefit that you're saying, even § the overall thought process, yes.
S though it wasn't signed, you should get some recompense 9 Q Can you identify for me any benefits that Gary
10 for-- 10 Dillabaugh got in this whole basket of benefits that
11 A Again, it's the bagket thing, yeah. 11 other employees of Sefton did not get?
12 ¢ Okay. The next one is June 27th, '08, 12 A Some employees got none of those things, no
13 "Dillabaugh enters into a settlement agreement with 13 stock options, the -
14 Sefton Resources, Inc.” That's the one we talked about 14 Q And who were those employees who got no stock t
15 where he got the $15,0007 15 options?
16 A Correct. 16 A Off the top of my head -- I'd have to go back
17 (2 That made no mention of offsets or anything in 17  and check.
18 it? 18 Q Can you identify anything specifically for me?
19 A No. 15 A Oh, the field personnel in California, as an
20 Q No, it did not? 20  example.
21 A No, it did not. 21 Q No, I'm not talking about field. I'm talking
22 Q Right. Okay. "Various times including during 22 about people that were —
23 2008, Dillabaugh provides dental services to employess of | 23 A They were employed, yeah.
24 Sefton Resources, Inc., which services were paid for by 24 Q The seven or eight peeple you've talked about?
25 Sefton. Itis uncertain if such services were rendered 25 A Right, yeah. A couple of those would be field
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1 employees in California. 1 Q Anything else he got?

2 Q Allright. So the field employees did not get 2 A Tthink we've outlined those in the basket of

3 the same kind of benefits Gary Dillabaugh got? 3 things and the opportunities listed here.

4 A Right, or they would not get as many shares as 4 Q And now that we've gone through all of this,

5 Gary. 5 does this help you at all in terms of saying, Hey, I

6 Q Right. Did anybody else not get the same kind 6 think the credit or offset [ought to getis X, Y, or Z

7  of benefits Gary got? 7 dollars; help you at all in ability to further analyze

8 A Youknow, in some cases, Gary and 1 were the 8 this?

9 only ones that went to London as oppesed to Harry or 9 A No.
10 Bruce or Tony or even other directors. 10 Q What would you have to do to analyze what you |
11 Q Let's drop off travel expenses and the trips 11 think you're entitled to as a credit? What process would f
12 for a minute. The other benefits that you've gone 12 you ge through? ;
13 through, were there any other employees, exclusive of 13 A Ibelieve I've answered that. I would consult
14 field persennel, that did not get the same benefits that 14 with my attorney as to the legalities of some of these :
15 Gary Dillabaugh got? 15 issues, and [ would consult with some close friends and
16 A The opportunities in TEG Canada to purchase 16 associates as to what I -- what they think their counsel
17 shares of that nature, not all of them would get that, 17 would be as to what — you know, how I might arrive at
18 no. 18 some number.

19 Q Anything else you can identify? 1% Q Nothing else you can tell me today?
20 A Pretty well all of that, as I was saying - 20 A Or that what the courts might deem
21 aside from that or did not get as many shares as Gary 21 appropriate.
22 got. 22 Q And you have no idea what position you may
23 Q Can you be any more specific about things that 23 take before the Court, at this time, as to what credit or
24 Gary got that you can say, Hey, he got that because I'was | 24  benefit dollar amount you're entitled to?
25 going to get a credit back for it and other people didn't 23 A Thave —I've answered that. At this point,
117 119

1 getit? 1 no.

2 A No. Ithink your — no. AsIsaid, the 2 Q Now, let's talk -- let's think about the

3 general thought process was opportunities that Gary got 3 compensation that was paid to Mr. Dillabaugh, the

4 for the possibility of offsetting this -- or provided 4 5285,000 that you put, vou know, on the exhibit — or on

5 because of helping me out. The position with the 5 the answers to interrogatories. Do you remember that?

6 company, Gary got that. Others would not have gotten 6 A Yes.

7 that, that are employed with the company. 7 Q Now, youre saying that should be in the

8 Q What position? 8 basket, the compensation he got?

o A This corporate secretary and the opportunities 9 A Yes.

10  to travel and have coverage of medical, not everybody 10 Q Allright. When vou throw it in the basket,

11 would have gotten that. They were hired for a specific 11 isitthe gross amount that he was paid or is it after

12 job, but they certainly -- we would not have hired Gary 12 tax dollars he was paid that go into the basket, dollars

13 as a corporate secretary and/or as a consultant if it 13 that he's paid taxes on?

14 wasn't for helping me. 14 A Tcan't remember.

15 Q What did he get from a benefit standpoint as a 15 Q What do you mean you can't remember? Was

16 corporate secretary? 16 there ever any agreement on that?

17 A Privileged information regarding the 17 A No, Ijust can't remember if that 285- was

18 opportunities the company had and the value of the 18 gross or net after taxes.

19 company and the situations of the company was —-howit | 19 Q But as you sit here, which way do you think
20  was - basically inside information; and from that, the 20 the benefit ought to work? Would it be that if you were
21 shares that he could buy, the ground floor opportunity, 21 claiming a fill — he got paid $285,000 gross before :
22  options that he could get. 22 taxes.

23 Q So he got inside information as a corporate 23 A Ub-huh.

24 secretary? 24 Q And you were claiming some portion of that?

25 A Correct. 25 ‘Would you do it on the net that he got after taxes or
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1 would you do it on the gross that he got? 1 12:36pm) ;
2 A Oh, I don't know what his tax position is, so 2 Q (By Mr. Davenport) Mr. Ellerton, vou realize
3 Ireally don't know. 3 you're still under cath?
4 Q  Well, would you want to do it on the basis of 4 A Yes
5 dollars he received that he paid taxes on or before he 5 Q Okay. Why don't we take a look back at your
6 paid taxes on it? 6 TExhibit A again,
7 A Td probably deal with gross since I know what 7 A Exhibit A - Tab A on Exhibit 17
8 that number was. 8 Q  Yes, And to my understanding, the last
9 Q So you would be claiming a benefit on his S advances or loans - whatever we want to call them for
10 gross salary or some portion of it and he'd then have to | 10 today's purposes -- made by Mr. Dillabaugh to you
11 pay taxes on it? 11  ooccurred -- well, the lion's share of it is sort of at
12 A Not necessarily. 12 the end of - middle of '03. There's two other
13 Q  Well, I thought that's what you just said. 13 entries -- I'm just using your numbers now -- two other
14 A Ne, Ijust -- as I said before, I mean, I'm 14  entries: one, a negative 5,000; and another, 5,000
15 looking at a basket. Whether that contributes anything | 15 in'06.
16 oralot at this point in time, I don't know. I'm just 16 A Yeah
17 looking at a basket that I would consult with my counsel | 17 Q My question is: Looking back through al of
18 and my associates as to what number might reflect a 18  these advances that were made by Mr. Dillabaugh to you, &
19 reasonable offset. 19 what was your understanding as to when they were due,
20 Q Did you ever discuss this basket concept with | 20  they were to be paid?
21 M. Dillabaugh? 21 A Idon't think there ever was an understanding.
22 A Idon't believe so. 22 Q Okay. Soto your knowledge, there was no due
23 Q When - let's go back and take a look at the 23 date?
24 dollar amounts that you got that's in Exhibit A. 24 A Other than the 123- on that December one, ali
23 A Okay. 25 ofthese didn't -- and all the written documents didn't
121 123 |
1 MR. DAVENPORT: By the way, I'm happy to take 1 have a time framework other then just, you know, what -
2 abreak now, go to lunch, come back; whatever you guys 2 astatement of what was owed and ‘when, other than that
3 wanttodo. 3 Exhibit4.
4 MR. LUELLEN: What are you thinking? 4 Q And that Exhibit 4 is the promissory note for
5 MR. DAVENPORT: Ch, it would probably be best 5 123,0007
6 maybe to grab lunch. It'll go faster if you let me just 6 A Right. That was the other one that actually
7 have a little time to review everything that I've got to 7 had, you know, a term on it, yeah.
& do and wrap it up, and then you can go. 8 Q And it was due upon demand, when the demand
9 MR. LUELLEN: Sure. That's fine. 9  was made?
10 MR. DAVENFPORT: Soit's 20 to 12:00. You can 10 A No. It was outlined that it was due on
11  get something now -- a little quicker if you go now. 11 December the 31st, 2003.
12 MR. LUELLEN: Yeah. 12 Q@ Look in the body of that further, if you will.
13 MR. DAVENPORT: S0 let's go now and come back |13 Let me puil my copy out. And if yowll sce — I've got
14 at - your pleasure. What time would you guys like to 14  the wrong notes here. What's the exhibit number on it?
15 come back? 15 MR. LUELLEN: 4 (sic).
16 MR. LUELLEN: You know, we can be reasonably 16 THE WITNESS: 4 (sic).
17 prompt,so. .. 17 Q (By Mr. Davenport) If you'll note in the
18 MR. DAVENPORT: Back in an hour? 18  middle of the second paragraph, it says that, under 1,
19 MR. LUELLEN: Oh, yeah. No more than an hour. [ 19 "The total unpaid principal balance hereof together with
20 MR. DAVENPORT: Yeah. Let's say back in an 20  all acerued but unpaid interest hereunder may, at the
21 hour. 21 option of holder, and without demand or notice of any
22 THE WITNESS: Okay. 22  kind, be declared, and thereupon immediately shall
23 MR. LUELLEN: Okay. 23 become, in default and due and payable." Do you see
24 MR. DAVENPORT: Okay. Very good. 24 that?
25 (A lunch break was taken from 11:39 a.m. until 25 MR. LUELLEN: Object to the form.
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1 Q  (By Mr. Davenport) And you can read all the 1 A Well, it's an addendum to a promissory note.
2 language if you want to. 2 Q Correct. The one that Mr. Dillabzugh took
3 A Right. It starts cut by saying: "In the 3 over?
4 event of nonpayment when due.” so that would occur 4 A Tt appears so, yeah.
5  after -- you know, after December the 31st, 2003, 5 Q And who was responsible on the promissory note
6 Q And it further goes on and says, "At the 6 before you took it over?
7 option of the holder™ — 7 A Tbelieve it was Sefton.
8 A Right. 8 Q  Okay. And would you agree that this is
9 Q - "and without demand or notice of any kind, 9 additional amounts that Mr. Dillabaugh, in fact, advanced
10 be declared, and thereupon immediately shall become, in 10 you by taking over this note - or advanced Sefton?
11 defanlt and due and payable." Does that mean to you that | 11 A Well, I don't know because he's paying it to
12 even though you have a due date of December 31,2003, |12 Sefion, not me. If he was paying it to me, and then I
13 that there had to be 2 demand made by Mr. Dillabaugh for | 13  pay Sefton, then that would be -- but I can't remember.
14 it to be payable? 14 It looks - this note seems to be between Gary and
15 A Ireally don't know. Idon't-Ireally 15  Sefton.
16 den't know. 16 Q Allright. You just don't remember? :
17 Q Okay. Fair enough. Exclusive of the $123,500 17 A No.
18 promissory note, you're saying theré was no due date for 18 (Exhibit Numbers 14 through 16 were marked for
19 the rest of these l6ans made, that you're aware of? 19 identification.)
20 A Not that I'm aware of, no. 20 Q (ByMr. Davenport) All right. Let's start i
21 Q@  Would you think that based upon that, then 21  with Exhibit Number 14. And the reason I've pulled this £
22 they would be due when Mr. Dillabaugh made demand? 22 exhibit is because in your answers to interrogatories, on
23 A No. They would be — we always planned to 23 page6 -
24 have a negotiation whereby that, vou know, this would be | 24 A OfExhibit 17
25  the amount this - that would be due, and this is when it 25 Q Yes. The question was, "Please identify any
125 127.F
1 would be due and/or how it would be paid. I and all written or oral agreements between you and
2 Q So you're saying that before any amount is 2 Mr. Dillabaugh that are relevant to your contention that
3 due, you have to have this negotiation? 3 the loans Mr. Dillabaugh made to you were forgiven or
4 A Yeah. 4 subject to offset.” And then you reference a number of :
5 Q Allright. And that negotiation hasn't 5 Bates stamp numbers, some of which we've already looked f
6 occurred? 6 at;, some of which we haven't. And here's 2 couple we '
7 A Well, an atternpt was made this year, but never 7 haven'tlooked at. ELL0O0033, can you identify what that I
8  materialized. 8 is? i
5 (@ So given the fact that you've had that, you 9 A No.
10 know, that negotiation that never worked out, if you 10 Q Isitin your handwriting?
11 will - 11 A No.
12 A Right. 12 Q QOkay. Have you ever scen it before?
13 Q --what's your view of whether or not the 13 A I'might have done it, but I don't recollect
14 money is now due and owing, aside from your setoffs and | 14 it
15 everything else?:Is it now due and subject, in'your 15 Q Do you have any idea what it is?
16  view, to some setoffs? 16 A Well, it appears to be -~ it looks like Gary's
17 A Yeah, 17  writing where he's outlining some numbers. I don't know
18 Q Allright. And that occurred after your 18 if it's to me or Sefton or what it is.
19 negotiations failed in 20087 19 Q Okay. Well, the reason 'm asking you about
20 A Correct. 20 itisin your answer to the interrogatery, you name this
21 {(Exhibit Number 13 was marked for 21 document as something that has some relevance to the
22 identification.) 22 right to offsets against loans made by Mr. Dillabaugh.
23 Q (By Mr. Davenport) Can you take a look at 23 Does this appear to you to relate to that in any way?
24 Exhibit Number 13 for me, please. Is that the Qatley 24 A Tsaid that this document -
25 promissory note we've previously heard testimony about? | 25 Q Yeah. Read your answer to interrogatory.
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1 That may help. 1 Q This is in your handwriting?
2 A Which answer now? 2 A Yeah.
3 Q Eleven. 3 Q Al right.
4 A Number 117 4 A Tdon't see how that pertains to
5 Q TUh-huh. You should probably read the question 5 M. Dillabaugh's complaint.
6 too. 6 Q All right. What's in the left-hand colummn; do
7 A Yesh. (Reviewed document.) Okay. 7 youknow?
g Q And then you reference this document, ELL0033. 8 A Tsuspect they reflect shares. It looks like
9 I'm just trying to find out why. 9  they reflect shares.

10 A Idon'tknow, 10 Q Do you have any idea why you would have

11 Q Okay. Youjust don't have any idea why it was 11 prepared this?

12 listed? 12 A Maybe I bought them from Gary. Tdon't know.

13 A No. 13 AsIsay, Idon't have any recollection of any written

14 Q Okay. Let's goto 15, and the question is 14 documents pertaining to this.

15 exactly the same. Again, this document is referenced in 15 Q You have no idea - I mean, you have no

16 response to Interrogatory Number 11, and I'm just trying 16  recollection of Mr. Dillabaugh transferring 45,000 shares  §

17 to find out why, if, in fact, you do, think it has any 17  of Seften into your children’s IRAs? i

18 relevance to this arrangement about offsets? 18 A My children don't have IRAs. .

19 A Tdon' think it has any relevance to the 19 Q Have they ever?

20  arrangement of offsets. 20 A Tthink one of them has.

21 Q Okay. Thatwaseasy. 16— 21 Q You just have no recollection of this

22 MR. DAVENPORT: And, Jack, letmetellyou: T |22 fransaction at all.

23  don't believe you've seen this vet. Gary brought this in 23 A No. Well, other than I saw some

24 tome, It does not have a Bates stamp number on it, but 24 comespondence with Computershare, who's a registrar,

25 TIjustsaw it for the first time yesterday as well. It 25 saying shares were, | think, from Mr. Dillebaugh into
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1 relates to some — you know, some things about this stock 1 some of these names. i
2 that was transferred by Gary to the kids. So I wantto 2 Q Do you have any idea why that happened?
3 ask- 3 A No. Maybe I bought them on behalf of my kids.
4 MR. LUELLEN: Allegedly. 4 Idon'tknow. Iden't have any documentation that says
5 MR. DAVENPORT: Allegedly, fine. Well find 5 how those came about, whether they were gifted by
6 out, [ guess, if it's allegedly. 6 Mr. Dillabaugh, whether they were sold by Mr. Dillabavgh.
7 Q (By Mr. Davenport) Would you look at Exhibit 7 Thave no idea.
8  Number 16 — 8 Q Well, who would? Who could verify?
9 A Yeah. 9 A Mr. Dillabaugh or, I would imagine,

10 Q - for me, please. What is that? 10 Computershare. I actually asked Computershare after

11 A I'mean, it - as you say, it looks like — 11 seeing that for — because when vou change shares from

12 it's in my writing relating to -- obviously those look 12 one person to another, you have to fill out a form that

13  like shares to my son, Bret; his wife, Sonya;, my son, 13 basically said what's the -- what is the gift or the --

14 David; and Molly McCue is David's girlfriend at the time; | 14 what was the cash consideration. And they didn't have a

15  and my daughter, Stephanie. 15 copy, so I'm assuming Mr. Dillabaugh has a copy.

16 Q Okay. Well, are you aware that it is 16 Q Do you have something on the corporate records

17 Mr. Dillabaugh's position -- and it's obviously set forth 17 in-house about this?

18 in the complaint -- that you promised to tender 45,000 18 A No. This is not a corporate matter, no.

19 shares of Sefton Resources to him as repayment for him 19 Q Allright. You're aware further that

20 providing 45,000 shares for your children's IRAs? Are 20 Mr. Dillabaugh has contended that you promised to provide

21  you aware that he's contended that? 21 1.4 million stéek options in Sefton to him; and despite

22 A Yes. 22  demands, you haven't done so. What's your position on

23 Q What's your position on that? 23 that?

24 A Tdisagres. Ihave no written documents or 24 A Politely, horse manure.

25 communications relating to that whatsoever, 25 Q Nover ocourred?
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1 A Never oceurred. 1  knew of the association I had with Gary and of my "
2 (Exhibit Number 17 was marked for 2 position with Gary. So to what extent, details, and
3 identification.) 3 whatever he knew at this — you know, T have no clear
4 Q (ByMr. Davenport) Would you look at Hxhibit 4 opinion at this point other than he was aware of the
5 Number 17 for me, please. This is, I'll represent to 5 relationship and Mr. Dillabaugh's employment and how it
6  you, the 26(a)(1) initial disclosures, which counsel] are 6 came about,
7 required to do in this case and which both parties have 7 MR. DAVENPORT: Let me just, Jack, say
& done, listing people who have knowledge, may have 8 something that I don't think needs to be said, but 'm
9 relevant testimony, et cetera, about the case, including 9  going to do it in faimess anyway. Sefton's not a party
10 exhibits. And I'm not going to look at the exhibits, but 10 to this litigation, and, therefore, I'm going to call
11  whatIwant to look at is the people that you've listed. 11 these people and talk to them. Ithink I'm perfectly
12 And with the understanding that the reason for listing 12 fine to do that, but I just wanted let you know that was
13 these, again to refresh you, is you need to disclose who 13 going to occur.
14 may have relevant information about the case, And you've | 14 MR. LUELLEN: I appreciate that. No problem.
15 listed yourself, Gary Dillabaugh, and then Jeremy 15 MR. DAVENPORT: [ just think it's a matter of
16 Delmar-Morgan. 16 courtesy.
17 MR. LUELLEN: Icbject to the form because 17 Q {By Mr. Davenport) So just to see if T need
18 counsel prepares this, not Mr. Ellerton. 18  to, quite franidy, Mr. Ellerton, take their deposition or
19 MR. DAVENPORT: [understand. I understand, 19 ot -- all these depositions cost us money, and I'm not
20  but he's the enly one I can take the deposition of, so 20  in the business of taking unnecessary depositions. So
21  that's why I'm deing it. Ican'ttake Jack's deposition; 21 T'm going fo give them a call. But I would like to know
22 Toan just take yours, Mr. Ellerton. 22 from you what you think they may know.
23 THE WITNESS: Which you're doing. 23 A That's a toughie. 1can't remember off-hand
24 Q (By Mr. Davenport) Do you have any idea why 24 other than they would be familiar with Gary's association
25 Jeremy Delmar-Morgan was listed as somebody with likely | 25  with the company, how it came to be, and the fact that
133 135 |
1 having discoverable information about this case? 1 they knew of my positicn regarding offsets and so on. :
2 A Weli, we've already discussed that when you 2 Beyond that, you know, it's whatever they determined
3 asked me what directors of Sefton or officers knew of the 3 themselves or might have had a conversation with me or
4 relationship I had with Mr. Dillabaugh with respect to 4 even Gary. And I have no clue as to what their
5 the dealings with him. And I quoted Mr, Delmar-Morgan, 5 conversations with Gary might have been.
6 Mr. Harry Bamum — 6 Q And your information may be that some of these
7 Q Okay. But what [ want to do is go through 7  ndividuals may know of your position that you're
& each one of them. 8 catitled to an offset for some of the monies, or all of
9 A Okay. 9  the monies potentially, that Gary Dillabaugh loaned you?
10 Q Letmebe very — 10 A Yes, I believe so.
11 A Allright. 11 Q Allright. And that would go for all of these
12 Q- candid with you about this. 12 people. Now, do you have any knowledge that any of these
13 A Okay. 13 people have contended that they were party to any
14 Q I'want to see if [ need to take these people's 14 conversations where they heard the two of you talking
15 depositions, Okay? 15 about that?
16 A That's fine. 16 A Garyand 17
17 Q Tfthey don't know amything, I don't want to 17 Q Yes.
18 waste my time, your time, your money or anybody else's 18 A Tdon't think any of them were party to Gary
19 time or money. 19 and I's particular conversations. In other words, they
20 A Right, 20  weren't part of anything with that.
21 Q Sodo you have any idea what this gentleman, 21 Q Is there anybody you can think of whatsoever,
22 Mr. Delmar-Morgan, may know about this case - aboutthe |22 Mr. Ellerton, that may have been a party, may have
23  issues In this case? 23 overheard, been involved in any way, with the agreement
24 A Well, Mr. Delmar-Morgan was the one that 24 you've testified about offsets that you and
25 negotiated the settlement with Gary. Mr. Delmar-Morgan 25 M. Dillabaugh allegedly had?
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1 A I —youknow, again, off the top of my head, 1 Q And where is Ms. Schneider located?
2 Idon'tknow. These psople may be — they may not — 2 A Seattle, Washington.
3 they would not have heard -- Gary - the conversations 3 (2 How do you spell Schneider? S-C-H -
4 Gary and I had were between Gary and 1. 4 A S-C-HN-EILD-E-R.
5 Q Okay. 5 Q -D-E-R?
6 A So, I mean, the — so there were no other 6 A Yeah, something like that.
7  partics associated with that. 7 Q Do you have an address or phone number?
3 Q When you - ] A Ido, but not off the top of my head.
¢ A Thave nformed them -- 9 Q Okay. Isshe - was she associated with
10 Q Sorry. 10 Sefton at all?
11 A - and I don't know what Gary has done about 11 A No. She's just a personal friend.
12 them. So, you know, beyond that, I den't know. 12 Q Allrght. And did you borrow money from her?
13 Q Fair enough. How am I going to ask this? 13 A Yes, Idid.
14 When you were borrowing money or getting money from Gary | 14 Q And how much?
15 Dillabaugh, were you advising the Sefton board of that? 15 A Several hundred thousand dollars.
16 A Youknow, I can't remember. Iknow they knew 16 Q Have you paid it back?
17 of it because (Gary wasn't the only one that was providing 17 A The portion that she loaned me was converted
18 me money. And certainly they must have known of it 18 into stock.
19 because when we did the IPO, some of my shares were 19 Q Stock in Sefton?
20 transferred i lisu of money to them or other people. So 20 A In Sefton. And the money that she loaned the
21 they must have been aware of it, ves. 21 company has been bought back from her.
22 Q  And I assume what they were aware of was itin 22 Q Has been -- I'm sorry. What?
23  general terms, not the specifics. 23 A Has been purchased back from her.
24 A In general terms, correct. 24 Q  Okay.
25 Q Who else did you have similar transactions as 25 A They had an - individually they had an
137 139 |
1 you had with Mr. Dillabaugh with? 1 understanding with me that if they invested in the
2 A Well, Mr. Dillabaugh is unique in the sense 2 company, I would - I would buy it back from them at that
3 that he's — you know, this particular situation arose. 3 cost at any point in time, and T was -- she chose to do
4  But there were other parties that loaned me money that 4 that. SoIwas paying and then the company took over
5 had, you know, options to convert or opportunities. 5 that obligation.
& Let's see. There would be — again, this is nota 6 Q  And has she been paid back in full?
7 complete list. Off the top of my head, there would be 7 A @thinkitll be - almost, yes.
8 John Kelly. 8 Q  Allright. Anybody else?
9 Q And where is Mr. Kelly located? e A Oh, yeah, Let's see. There would be Len
10 A Denver, Colorado. 10 Schridt.
11 Q  Is he — do you know his phone number? 11 Q  Where's Mr. Schmidt located?
12 A No. Off the top of my head, no, sir. 12 A Denver, Colorado.
13 Q Do you know how much Mr. Kelly advanced you? | 13 Q Okay. How much did you borrow from him?
14 A Tdhave to look it up, yeah. Ithink it was 14 A Tborrowed from Len probably in the vicinity
15 probably in the vicinity of 27,500, thereabouts. 15 of 50- or $60,000. And Len put into the company maybe,
16 Q  And over what period of time? 16  in various ways, about half a rmllion dollars.
17 A Again, I'd have to look at my records. 17 (Q Has he been paid back?
18 Q . Was he an employee of Sefton? 13 A With mine, he converted his to stock. With :
19 A No. He's a personal friend, 19 respect to the company, he bought stock from an overhang
20 Q Allright. And have vou claimed any cffsets 20 in the open market, and he has a loan -- an outstanding :
21  =zgainst that amount? 21  loan with the company for approximately 200,000,
22 A No. Mr. Kelly converted all of his into 22 Q Who else?
23 stock, which was an offset he had, an option he had. 23 A Bob Schmidt was Len's brother.
24 Q Okay. Who else? 24 Q How much did vou borrow from him?
25 A TNelly Schreider. 25 A Tcan't remember the number, but Bob is
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1 deceased and his wife, Sylvia Schmidt, now has taken 1 positions in the company.
2 over. Again, he converted some of it for stock — I 2 MR. DAVENPORT: Give me a couple of minutes
3 think he converted all of his for stock, and he bought 3 with Mr, Dillabaugh. I think we're about done.
4  stock on the overhang from - in the Iondon market, and 4 MR. LUELLEN: Okay.
5 he's bought shares in Sefton over time, 3 (A recess was taken from 1:04 p.m. until
6 Q Isthere anybody — 6 1:12pm.)
7 A Thaven' finished the list. 7 (Exhibit Number 18 was marked for
8 Q Tknow, and I'm going to maybe shorten the 8 identification.)
9 list a little bit. 9 Q (By Mr. Davenport) Mr. Ellerton, I've placed
10 A Right, right. 10 in front of you -- rather, the court reporter has placed
11 Q Is there anybody that you borrowed from that L1 in front of you -- what's been marked as Exhibit 18.
12 you've claimed the similar types of eredits that you've 12 This relates to this issue of transfer of shares to your
13 claimed for Mr. Dillabaugh? 13 children. And if you will lock 2t the bottom, there is
14 A No. Mr. Dillabaugh is unique in his 14 an e-mail from Gary Dillabaugh to Lucie Heath. Who is
15 particular association with the company. None of these 15 Lucie Heath?
16 people basically became employed or received any benefits | 16 A Thelieve she's involved with Computershare,
17  in the nature that Mr. Dillabaugh did. 17 who is Sefton's registrar.
18 Q Okay. Allright. Who else have you borrowed 18 Q And do you see where he says, "Hi, Lucie.
19 from? 19 Hope you were playing for the long weekend and not off on
20 A Susan Rupp, R-U-P-P. 20 some boring business conference. Iexpect there is the
21 Q How much? 21 possibility that you were scrutinizing an AGM in some
22 A Tcan'tremember. Again, it was converted 22 exotic locale,” et cetera?
23 Into stock. 23 A Right.
24 Q Ckay. I'm really not interested in anybody 24 Q Then at the top, "A year ago, I transferred
25  that you borrowed money from that you converted into 25  some shares and was wondering if you might be able to
141 143 |
I stock that didn't have this offset arrangement as was 1 confirm that the original transfer was from me.
2 done with Mr. Dillabaugh. So if there are no — none 2 Currently the sharcholders are," and it lists Bret
3 like that, I don't need to go through this whole -- are 3 Ellerton, Sonya Shaw, Stephanie Ellerton, 2nd Molly
4 there many more? 4 McCue, who I think we went through before.
5 A No. Imean, but, as [ say, the offset can be 5 A Right. Only the shares seem to be different
6 considered something like that for Nelly Schneider where, | 6 on this one.
7 you know, she was — had the opportunity. But, you know, | 7 Q Itlists a number of shares.
8 if she wanted to sell the stock back at the price she 8 A Right.
9  purchased it, that's a type of offset that I took on 9 Q And then at the top - going back fo the first
10 personally, there was that. Canada Southern basically 10 page again — the e-mail comes back to Gary saying, "Hi,
11 bought stock in the company which I guaranteed that they | 11 Gary. Iwas in Luxembourg,” et cetera, et cetera. "I
12 could put to the company for their — I think the 12 can confirm that the transfers as below were processed
13 vicinity of the amount of that was about $250,000. And 13 from your holding to the individuals on 21 March 2003."
14 Magellan, the amount of that was about $200,000. These |14 Do you see that?
15  are both corporations. One is in New York, and oneisin {15 A Correct.
16 Canada. 16 Q Do you have any reason to deny that - the
17 Let's see. Tm sure there are others, but - 17 fact that Mr. Dillabaugh transferred these shares, after
18  because there was quite a few. But, at this peint, 18  having looked at this, to your children and their
19  you're asking me sitting here. I'd have to go back and 19 spouses, et cetera?
20  check my records, yesh. But Gary's was unique in the 20 A No. And that's what I said. I then followed
21 sense that he was the only one that was employed by the 21  thisup with an e-mail to Lucie saying, What was the
22 company or got stock options and/or opportunities — 22 compensation received for it or what? And they had no
23 well, not opportunities. Some of those people got 23 record of it, so it might have been a gift. I might have
24 opportunities: Mr. Schmidt and others of that nature got 24 bought them on behalf of my kids. My kids might have
25  opportunities for getting ground floor and sharcholding 25 bought them. Idon't know.
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1 Q Allright 1 with what he thinks the amount of his offset is, please :
2 A Mr. Dillabaugh would have the record of that. 2 let me know, and T would like to redepose him on it,
3 Q And if Mr. Dillabaugh says that he did it at 3 MR. LUELLEN: A, we will supplement in
4 your request and you were going to pay him back -- 4 accordance with the rules as required, And B, we can
5 A Iwould deny it. Otherwise there would be 5 talk about whether or not & second deposition is
6 correspondence that you've seen. And we seemedtoputa | & appropriate at such time.
7 lotof things down in and around that time as to what 7 MR. DAVENPORT: Okay. And I understand. I
8 ftranspired. And there was no mention of that, so I have 8  knew that would be your position. Ijust wanted to meake
% norecord of that. 9 sure that 'm not saying this deposition is over for that
10 (@ Was Mr. Dillabaugh in the habit of making 10 purpose. I'm saying the deposition is still over, and
11 gifts to your children? 11 with that -- T'm still open — and with that, 'm done
12 A Idoubtit. 12 for today.
13 Q Do you think he ever made any gifts to your 13 MR.LUELLEN: Fine.
14 children? 14 MR. DAVENPORT: Thank you, Mr. Ellerton,
15 A No. Ithink they may have purchased them from 15 THE WITNESS: Oh, you're welcome.
16 him. I'm just giving you a range of possibilities. On 16 (The deposition was coneluded at 1:16 p.m., on
17 those forms, they say, Is it a gift or what remuneration 17 Tuesday, November 25, 2008.)
18  you are -~ did you receive for these transfers of shares? i8
19 Q Okay. How would I get ahold of your children? 19
20 T'mean, if that's what I'm going to have to do to see 20
21 what their position on this is? 21
22 A Teould give you the phone numbers. Idon't 22
23 know them off the top of my head. Tcould — 23
24 Q Yeah. Would you mind doing that? Ijust--I 24
25 mean, we've got to get to the bottom of this. 25
145 147 |
1 A Yeah, that's fine. 1 I, JOHN J. ELLERTON, do hereby certify that I
2 Q So would you - 2 have read the above and foregoing deposition, and that
3 MR. DAVENPORT: Is that agreeable, Jack, if he 3 the above and foregoing transcript and accompanying
4 e-mails me the phone numbers or you e-mail me the phone 4 Amendment sheet(s), if any, constitute a trae znd
5 numbers? 2 complete record of my testimony.
6 MR. LUELLEN: Yeah. Ill pass them on to you. 7 Amendment sheet(s) attached [ ] :
7 MR. DAVENPORT: Okay. That would be great. 8 No changes, therefore no Amendment sheet(s) attached [ ] £
8 THE WITNESS: I mean, the easiest way is the 9
9 transfer form that Mr. —
10 MR. DAVENPORT: Okay. Yeah, but that'd be 10 JOHN 1. ELLERTON
Il great. Ijust— 11
12 THE WITNESS: Allright, Okay. Yeah. 12
13 MR. DAVENPORT: You know, we just nced to get | 13 Subscribed and sworn to before me this
14 to the bottom of it. 14 day of — — 2008.
15 THE WITNESS: Okay. No problem. Yeah. i 2 My commission expires:
16 MR. DAVENPORT: Just facts -~ getting facts. 17
17 THE WITNESS: Yeah, 18
18 MR. DAVENPORT: Okay. That's all I have for Notary Public
19 today. Ido want to say that { may, at some point, have 18
20 to redepose Mr, Ellerton if he comes up with some idea of
21 what he thinks that this offset should be, because I 20
22 still don't know what the offset should be. So I guess 21
23 what I'm asking, Jack, for is if there is a — I mean, 22
24 obviously there's a duty to supplement, as we all know, ;z
25 indiscovery. And if at any time Mr. Ellerton comes up 25
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1, Wendy Evangelista, Registered Professional
Reporter and Notary Public in and for the State of
Colorade, do hereby certify that prior to the
commencement of the examination the Witness was by me
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DISTRICT COURT, CITY AND COUNTY OF
DENVER, COLORADO

Court address: 1437 Bannock Street, Room 256
Denver, Colorado 80202
Phone Number: 720-865-8301

Plaintiff: GARY DILLABAUGH

V.

Defendant: JOHN J. ELLERTON

Jack R. Luellen, #29017
BEATTY & WozNIAK, P.C.

216 Sixteenth Street, Suite 1100
Denver, CO 80202-5115

Phone Number; 303-407-44%99
Fax Number: 303-407-4494
Jluellen@bwenergylaw.com

Attorneys for Defendant John J. Ellerton

A COURT USE ONLY A

Case Number: 08CV?2877

Div.: 3

RESPONSES TO PLAINTIFF’S FIRST SET OF INTERROGATORIES
AND FIRST REQUEST FOR PRODUCTION OF DOCUMENTS -
TO DEFENDANT, JOHN J. ELLERTON

Defendz_tnt, John J. Ellerton (“Ellerton™), by and through his counsel, Beatty & Wozniak,

P.C., hereby responds to Plaintiff's First Set of Interrogatories and First Request for Production

of Documents as follows:

PRELIMINARY STATEMENT

Discovery is ongoing in this matter and Ellerton has not completed his discovery, his

- investigation of the facts or his preparation for trial. The responses set forth herein are based on

Elierton’s knowledge and information as of the date of these responses and Ellerton specifically

and expressly reserves the right to supplement and/or amend these responses.




GENERAL OBJECTIONS

1. Ellerton objects to the Interrogatories and the Requests to the extent they seek
disclosure of information protected by the attorney-client privilege, the attorney work-product
doctrine or any other applicable privilege or protection from discovery.

2. Ellerton objects to the Interrogatories to the extent they seek disclosure of trade
secrets, confidential commercial or business information, or any other non-public private
information. Ellerton will not disclose such information unless and until the Court enters a
protective order Hmiting access to and disclosure of confidential, proprietary and trade secret
information.

3. Ellerton objects to Plaintiff’s “Definitions and “Instructions” to the extent they
sgek to impose any burden or obligation upon Ellerton beyond the requirements of the Colorado
Rules of Civil Procedure. Ellerton will respond in éccordance with the Rules.

4. Ellerton objects to each Interrogatory and Request to the extent that it uses the
term “Loan” to mean and refer to a specific legal transaction with certain attendant legal terms
and obligations. Ellerton responds to the following Requests and Interrogatories by considering
the term “Loan” to mean the prdviding of any funds by Dillabaugh to Ellerton, including, but not
limited to, eﬁchanges more accurately referred to as cash advances.

INTERROGATORIES

INTERROGATORY NOQ. 1: Please describe in detail each loan of money, shares of
Sefton Resources, Inc., or any other property that was made by Mr. Dillabaugh to you. Your

description should include, but may not be limited to, the dates of the loan, the amounts of the
loan, and the terms of the loan. '

_ RESPONSE: Objection. Ellerton objects to this Interrogatory to the extent it assumes
that there were loans of the type described in the Interrogatory made by Dillabaugh to Ellerton.
Furthermore, Ellerton objects to the phrase “but may not be limited to” as vague and ambiguous.

In responding to this Interrogatory, Ellerton assumes that the phrase is intended to mean the
equivalent of “but is not necessarily lirnited to.” '

Subject to and without waiving the foregoing objections and the General Objections,
Ellerton responds to Interrogatory No. 1 as follows:




As of the time of these Responses, following a diligent search, Ellerton has been able to
locate and identify records that indicate that Dillabaugh made payments to Ellerton of the sums
and on the dates identified on the attached Exhibit “A”, which is incorporated herein by this
reference.

Ellerton has identified 7 promissory notes or other written agreements that pertain, or
may pertain, to any payments made by Dillabaugh to Ellerton. Those agreements are reflected in
documents bates numbered ELL00233, ELL00061, ELL0O0051, ELL00128, ELL00063 and
ELL00073. The first three documents identified are promissory notes and are described further
as follows:

Document Number Date Principal Interest Rate Term
ELL00233 11/30/1999 $62,361.41 10% Due 05/31/2000
ELL00061 12/31/2002 $123,500.00 10% Due 12/31/2003
ELLO00051 - 02/10/2003 $5,000.00 10% Due 05/31/2002*

ELL00128 is a letter agreement dated December 31, 2000, which outlines the common

- stock that had been or was being assigned, transferred or sold to Dillabaugh through the efforts
of Ellerton and sets forth a schedule of amounts owed by Ellerton with a proposal to create a loan
bearing 12% interest to repay such amounts, with an amortization schedule to be agreed upon
~ prior to March 31, 2001. The only copy of this letter agreement currently known to Ellerton

+ .. does not appear to have been executed by Dillabaugh.

: The remaining two documents, ELL00063 and ELL00073, each relate to agreements
- pursuant to which Dillabaugh has to purchase certain share options. In ELL00063, dated May
© 731, 2001, it is stated that Dillabaugh wished to purchase the options (or “shares™) by applying

- money from outstanding amount owed by “Ellerton, though there are no terms.”

In ELL00073, dated April 2, 2001, Dillabaugh converted $57,500 of the outstanding debt
from Ellerton into 6,325,000 shares of Sefton Resources, Inc. which left “an outstanding debt of
$71,733.98 (as of 12/31/2000) which [Ellerton and Dillabaugh] agree to discuss payment terms
shortly.” The letter was signed and agreed to by Dillabaugh on April 13, 2001.

This note is payable to Lisa L. Dillabaugh, bears 2 “Draft” stamp and on its face is due prior to the date of its
making. Ellerton makes no representation as to the validity of this note, nor does Ellerton know if this note
relates to the issues raised by Dillabaugh in his Complaint herein.

L




INTERROGATORY NO. 2: Please describe the current payoff status of every loan
made by you by Mr. Dillabaugh.

RESPONSE: Subject to and without waiver of the General Objections, Ellerton
responds to Interrogatory No. 2 as follows:

Without regard to any offsets or other consideration due to Ellerton as a credit for any
amounts due to Dillabaugh, including the credit of $57,500 reflected in the Aprl 2, 2001 letter
agreement described in Response to Interrogatory No. 1, with the exception of the payvments
identified on Exhibit A, and without regard to any legal defenses, the balances reflected on
Exhibit A remain outstanding.

INTERROGATORY NO. 3: Please state the amount of money you presently owe Mr.
Dillabaugh and describe in detail how you computed the amount owed.

RESPONSE: Subject to and without waiver of the General Objections, Ellerton
responds to Interrogatory No. 3 as follows:

Without regard to any offsets or other consideration due to Ellerton as a credit for any
amounts due to Dillabaugh, including the credit of $57,500 teflected in the April 2, 2001 letter
agreement described in Response to Interrogatory No. 1, with the exception of the pavments
identified on Exhibit A, and without regard to any legal defenses, the balances reflected on
Exhibit A remain outstanding.

INTERROGATORY NO. 4: In paragraph 4 of your Answer to Amended Complaint
you admit that Mr. Dillabaugh made “at least one loan™ to you, and you admit that you agreed to
pay interest on that loan. Please explain which loan you are referring to in paragraph 4 of your
Answer, and state the interest rate that you agreed to.

RESPONSE: Subject to and without waiver of the General Objections, Ellerton
responds to Interrogatory No. 2 as follows:

Without foreclosing to the possibility of additional loans or similar transactions between
Ellerton and Dillabaugh, in paragraph 4 of Ellerton’s Answer to Amended Complaint (the
“Answer”), Ellerton referred to that certain loan of $123,500 represented by a promissory note
dated December 31, 2002, as evidenced in the document numbered GD 0018, That promissory
note speaks for itself and references an interest rate of 10% per annum.

INTERROGATORY NO. 5: In paragraphs 20 and 24 of your Answer to the Amended
Complaint, you state that the loans made to you by Mr. Dillabaugh were forgiven as a result of
benefits conferred upon Mr. Dillabaugh. Please explain what benefits were conferred upon Mr.
Dillabaugh that resulted in the forgiveness of the loans that Mr. Dillabaugh made to you. As part
of your description, please include the date the benefit was conferred, the exact nature of the
benefit, and the amount of any loan that was forgiven as a result of the benefit.

RESPONSE: Subject to and without waiver of the General Objections, Ellerton
responds to Interrogatory No. 5 as follows:




As consideration for the amounts paid or advanced by Dillabangh to Ellerton, Ellerton
provided certain benefits to and opportunities for Dillabaugh that Dillabaugh otherwise would
not have been able to receive. These benefits and opportunities were conferred upon Dillabaugh
solely as a result of the amounts paid or advanced by Dillabaugh and with the exXpress
understanding that there would be offsets or other consideration against any amounts due from
Ellerton to Dillabaugh, though such agreement and understanding was not formalized in a
vritten agreement. The benefits conferred upon Dillabaugh include those identified and
described on Exhibit “B™ hereto, which is incorporated herein by this reference. -

Furthermore, Dillabaugh’s employment and other services with and for Sefton Resources,
Inc. were primarily as a result of the efforts of Ellerton. As a result, Dillabaugh received
significant opportunities, including, but not limited to, compensation above prevailing rates,
bonuses, stock options, benefits of employment including insurance, travel, options in TEG Oil
& Gas Canada, Inc., Sefion Resources, Inc., and General Mining, including opportunities to
participate in stock or options acquisitions in advance of others.

As set forth by Ellerton in several documents, including those identified in the Response
to Interrogatory No. 11, Ellerton and Dillabaugh did not agree on, or substantively discuss, the
valuation of the offsets to be accorded to Ellerton as a result of the opportunities afforded, and
benefits derived by, Dillabaugh, and Ellerton has made no such calculations.

INTERROGATORY NO. 6: In paragraphs 20 and 24 of your Answer to the Amended
Complaint, you state that the loans made to you by Mr. Dillabaugh were subject to offset as a
result of benefits conferred upon Mr. Dillabaugh. Please explain what benefits were conferred
upon Mr. Dillabaugh that resulted in the offset of the loans that Mr. Dillabaugh made to you. As
part of your description, please include the date the benefit was conferred, the exact nature of the
benefit, and the amount of any loan that was forgiven as a result of the benefit.

RESPONSE: Subject to and without waiver of the General Objections, Ellerton
responds to Interrogatory No. 6 as follows:

Please see the above response to Interrogatory No. 5 which is responsive to this
Interrogatory and is incorporated herein by this reference.

INTERROGATORY NO. 7: Please describe how you used the money Mr. Dillabaugh
loaned to you '

RESPONSE: Objection. This Interrogatory seeks information that is irrelevant and not
likely to lead to the discovery of admissible evidence.

Subject to and without waiver of the foregoing objections and the General Objections,
Ellerton responds to Interrogatory No. 7 as follows: Monies received from Dillabaugh were used
to pay expenses related to the business of Sefton Resources, Inc., and/or its affiliates, and for
personal expenses incurred by Ellerton.




INTERROGATORY NO. 8: Please describe any and all communications between you

and Mr. Dillabaugh concemning the loans that you described in your response to Interrogatory
No. 1.

RESPONSE: Objection. This Interrogatory is overly broad and unduly burdensome.
Dillabaugh and Ellerton have had a larger number of written and verbal communications over a
several year period relating to the subject matter of this Interrogatory. It is impossible for
Ellerton to describe all such communications. Further, many of the communications between
Ellerton and Dillabaugh relating to the subject matter here have been in the form of written

communications, including email communications, which have been or are being produced by
Ellerton.

INTERROGATORY NO. 9: Please describe any and all written or oral
communications between you and Mr. Dillabaugh related to the 45,000 shares of Sefton
Resources, Inc. which Mr. Dillabaugh transferred to you and/or your promise to provide stock
options in Sefton Resources, Inc. to Mr. Dillabaugh.

RESPONSE: Subject to and without waiver of the General Objections, Ellerton
responds to Interrogatory No. 9 as follows:

To the best knowledge, information and belief of Ellerton, there was no transfer of shares
as described in this Interrogatory. :

INTERROGATORY NO. 10: Please identify any and all written or oral agreements
between you and Mr. Dillabaugh concerning either the loans you identified in your response to
Interrogatory No. 1, and state the terms of those agreements.

RESPONSE: Please see the identification of the promissory notes and other agreements
identified in Response to Interrogatory No. 1 above, which is responsive to this Interrogatory,
and the reference to the agreement between Ellerton and Dillabaugh with respect to offsets or
other consideration resulting from the benefits conferred upon Dillabaugh by Ellerton in
Response to Interrogatory No. 5, which is responsive to this Interrogatory, each of which are
incorporated herein by this reference.

INTERROGATORY NQ. 11: Please identify any and all written or oral agreements
‘between you and Mr. Dillabaugh that are relevant to your contention that the loans Mr.
Dillabaugh made to you were forgiven or subject to offset.

RESPONSE: Subject to and without waiver of the General Objections, Ellerton
responds to Interrogatory No. 11 as follows:

Reference is made to the following documents, which constitute written documentation
of such agreement and understandings: EILL00128, ELL00073, ELL00063, ELL00033, and
ELL00028, the email correspondence between Ellerton and Dillabaugh around the days of
February 13-18, 2008, as reflected in documents ELL0008, ELL00012, and ELL00013, and the
correspondence from Dillabaugh to Ellerton dated September 20, 2009 at GD0025.




INTERROGATORY NO. 12: Please explain your reasoning that led to the terms of the
proposal you made to Mr. Dillabaugh in an e-mail dated February 9, 2008 and which is shown
on document marked GD0013.

RESPONSE: Subject to and without waiver of the General Objections, Ellerton
responds to Interrogatory No. 12 as follows:

Ellerton’s email dated February 9, 2008 was an effort by Ellerten to reach an
accommodation fair to both Ellerton and Dillabaugh. The “proposal” took into account both
monies provided by Dillabaugh as well as the benefit and opportunities received by Dillabaugh
as a result of the efforts of Ellerton.

INTERROGATORY NO. 13: Please state whether you still maintain the position that
you took 1n an e-mail to Mr. Dillabaugh dated February 13, 2008 wherein you stated that the
amount loaned to you by Mr. Dillabaugh was approximately $400,000 before any interest or
credit for money, opportunities for stock, or stock options, and explain why you took that
position.

RESPONSE: Subject to and without waiver of the General Objections, Ellerton
responds to Interrogatory No. 13 as follows:

Ellerton does not contest the validity of the February 13, 2008 email, which speaks for
itself, or the statements made therein and has not changed his position with respect to such
positions. ’

INTERROGATORY NO. 14: Please explain why you denied the allegations contained
in paragraph 5 of Mr. Dillabaugh’s Amended Complaint.

RESPONSE: Subject to and without waiver of the General Objections, Ellerton
responds to Interrogatory No. 14 as follows: .

Except as specifically stated in the response to Paragraph 5 contained in the Answer,
Ellerton disputed the interest calculations contained in paragraph 5 of the Amended Complaint
and therefore denied such allegations.

INTERROGATORY NO. 15: Please explain why you denied the allegations contained
in paragraph 8 of Mr. Dillabaugh’s Amended Complaint.

RESPONSE: Subject to and without waiver of the General Objections, Ellerton
responds to Interrogatory No. 15 as follows: Dillabaugh neither earned nor was entitled to the
stock options referenced in paragraph 8 of the Amended Complaint and Ellerton further denied
the allegation that there is a continuing obligation with respect to any such stock options.

INTERROGATORY NO. 16: Please explain why you denied the allegations contained
in paragraph 9 of Mr. Dillabaugh’s Amended Complaint.

RESPONSE: Subject to and without waiver of the General Objections, Ellerton
responds to Interrogatory No. 16 as follows:




Ellerton does not believe that Dillabaugh ever provided shares of Sefton Resources to
Ellerton for IRAs for any of Ellerton’s children.

REQUESTS FOR PRODUCTION OF DOCUMENTS

REQUEST FOR PRODUCTION NO. 1: Please produce any documents supporting
your answers to the above interrogatories.

RESPONSE: Subject to and without waiver of the General Objections, all documents
responsive to this Request in the possession, custody or control of Ellerton which have been
located as of the date of these responses, following a diligent search for the same, either are
being produced or previously have been produced.

REQUEST FOR PRODUCTION NO. 2: Please produce all documentation related to
the loans made to you by Mr. Dillabaugh.

RESPONSE: Subject to and without waiver of the General Objections, all documents
responsive to this Request in the possession, custody or control of Ellerton which have been
located as of the date of these responses, following a diligent search for the same, either are
being produced or previously have been produced.

REQUEST FOR PRODUCTION NO. 3: Please produce all documentation showing or

supporting your position that the loans made to you by Mr. Dillabaugh were forgiven or offset
due to benefits conferred upon Mr. Dillabaugh.

RESPONSE: Subject to and without waiver of the General Objections, all documents
responsive to this Request in the possession, custody or control of Ellerton which have been
located as of the date of these responses, following a diligent search for the same, either are
being produced or previously have been produced.

- REQUEST FOR PRODUCTION NO. 4: Please provide all documentation supporting

your calculation of the amount still due and owing to M. Dillabaugh as a result of the loans he
made to you.

RESPONSE: Subject to and without waiver of the General Objections, all documents
responsive to this Request in the possession, custody or control of Ellerton which have been
located as of the date of these responses, following a diligent search for the same, either are
being produced or previously have been produced.

REQUEST FOR PRODUCTION NO. 3: Please produce all documentation related to
the 45,000 shares of Sefton Resources, Inc. which Mr. Dillabaugh provided to you.

RESPONSE: Objection. This Request incorrectly assumes that such shares were
provided to Ellerton. As such, Ellerton cannot respond to this Request.

REQUEST FOR PRODUCTION NO. 6: Please produce all documentation supporting
or related to the proposal you made in the e-mail in Interrogatory No. 10 and the position you
took in the e-mail referenced in Interrogatory No. 11.




RESPONSE: Objection. This Request is vague and unintelligible because the
interrogatories referenced therein are inconsistent with the Request. As a result, it is Impossible
for Ellerton reasonably to understand or determine what documents are being requested in this
Request. If, and only to the extent that, Dillabaugh intended to reference Interrogatories 12 and
13, then, subject to and without waiver of the General Objections, all documents responsive to
this Request in the possession, custody or control of Ellerton which have been located as of the
date of these responses, following a diligent search for the same, either are being produced or
previously have been produced. :

Dated this 1™ day of Angust, 2008.

. BEATTY & WozNIAK, P.C.
Jack R. Luellen, #29017
BEATTY & WOzNIAK, P.C.
216 Sixteenth Street, Suite 1100
Denver, CO 80202-5115
Phone Number: 303-407-4499

Fax Number: 303-407-4494
jluellen@bwenergylaw.com

ATTORNEYS FOR DEFENDANT
JOHN J. ELLERTON




CERTIFICATE OF SERVICE

The undersigned hereby certifies that on this 1% day of August, 2008, a true and correct
copy of the foregoing RESPONSES TO PLAINTIFF’S FIRST SET OF
INTERROGATORIES AND FIRST REQUEST FOR PRODUCTION OF DOCUMENTS
TO DEFENDANT, JOHN J. ELLERTON was served via U.S. Mail, properly directed as
follows:

Gary C. Davenport
Krista L. Tushar

- McGloin, Davenport, Severson and Snow

1600 Stout Street, Suite 1600
Denver, Colorado 80202-3103

garyd@mdsslaw.com
kristat@mdsslaw.com

Aotriatls $hopor)

102832
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Exhibit A
Responses to Plaintiff's First Set of Interrogatories and First Request for Production of Documents

Date Bates No. Description Amount
3/5/1899 ELLO0220 Exhibit 1 - Cash advances, etc. £,000.00
4/16/1899 ELL00220 Exhibit 1 - Cash advances, efc. 2,550.00
5/19/1999 ELLO0Z220 Exhibit 1 - Cash advances, etc, 7,000.00
6/18/199¢ ELLO0Z20 Exhibit 1 - Cash advances, etc. 10,000.00
6/30/1989 ELL00220 Exhibit 1 - Cash advances, efc. : 5,000.00
7/11/1899 ELLOD220 Exhibit 1 - Cash advances, etc. 8,000.00
8/3/1999 ELL00220 Exhibit 1 - Cash advances, etc. 3,000.00
11/30/1998 ELLOC220 Exhibit 1 - Cash advances, efc, 3,000.00
1/16/2000 ELLO0220 Exhibit 1 - Cash advances, etc. 2,000.00
2/5/2000 ELLD0220 - Exhibit 1 - Cash advances, etc. 4,000.00
2/18/2000 ELLO0220 Exhibit 1 - Cash advances, eic. 10,000.00
4/3/2000 ELILL00220 Exhibit 1 - Cash advances, efc. 2,000.0C
4/13/2000 ELLO0227 Gary Dillabaugh Check 4524 10,000.00
4/28/2000 ELLO0220 Exhibit 1 - Cash advances, efc. 5,000.00
6/2/2000 EL100220 Exhibit 1 - Cash advances, etc. 5,000.00
8/20/2000 ELL00226 Gary Dillabaugh Check 7450 10,000.00
6/21/2000 ELLOG220 Exhibit 1 - Cash advances, etc. 15,000.00
71672000 ELLO0220 Exhibit 1 - Cash advances, etc. -9,500.00
7/10/2000 ELLD0220 Exhibit 1 - Cash advances, etc. -5,500.00
8/3/2000 ELL00220 Exhibit 1 - Cash advances, etc. 2,000.00
9/8/2000 ELLD0220 Exhibit 1 - Cash advances, etc. 2,000.00
10/8/2000 ELLO0226 $5000 cash from Gary 5,000.00
1427/2000 ELL00220 Exhibit 1 - Cash advances, etc. 18,060.00
11/30/2000 ELL00230 Summary page 3,000.00
12/18/2000 ELL00220 Exhibit 1 - Cash advances, etc. 3,000.00
8/22/2001 ELLOCO70 $12500 from G. Dillabaugh 12,500.00

Gary $58500 (Aiso see ELLO0O75 for
3M18/2002 ELLO0074 cheack 8411) ‘ 58,500.00
3/25/2002 ELLO0O74 Gary $25000 25,000.00
4/14/2002 ELLOO07S Gary $200 cash 200.00

Deposit slip for $4000 identifying from

Gary Dillabaugh - Check drawn on
. account of Neal Freeman payable to
- 4122/2002 ELLO0O77 Gary Dillabaugh attached 4,000.00
5/15/2002 ELLOOO79 Gary $4500 4.500.00
5/20/2002 ELLOO108 Check 9645 from Gary for $5000 5,000.00
5/20/2002 ELLO0108 Check 8339 from Gary for $15000 15,000.00
81512002 ELLO0078 Gary $3500 ‘ 3,500.00
‘ Cashier's Check from RM Coin to

6/14/2002 ELLO0080 Ellerton 16,881.70
6/21/2002 ELLO0082 Gary $1500 1,500.00
6/29/2002 ELLO0082 Gary $2000 2,000.00
8/12/2002 ELLOODB4 Gary $50 50.00
8/12/2002 ELLO0084 Dillabaugh check 9702 6,000.00
8/10/2002 ELLOO0BS Gary 3300 300.00
8/25/2002 ELLOO08S Dillabaugh check 9762 3,000.0C
8/27/2002 ELLO0087 Dillabaugh check stub 9759 40,000.00
11/6/2002 ELLO0OBS Gary $2500 cash 2,500.00
12/13/2002 ELLO00S0 Gary $2500 2,500.00
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Responses to Plaintiff's First Set of Interrogatories and First Request for Production of Documents

Exhibit A

1/4/2003 ELL 00047 Gary $500 500.00
1/13/2003 ELLO0047 Gary $200 200.00
1/15/2003 ELLOOD4S Gary $1600 1,600.00
1/17/2003 ELLO0047 Gary $500 500.00

2/512003 ELLOCOS0 Gary $2000 2,000.00
2/10/2003 ELLOOOD3Z Lisa 5,000.00
2/18/2003 ELLO0O50 Gary $1500 1,500.0C

3/3/2003 ELLODOOS2 Gary $2000 2,000.00
3/10/2003 ELL00052 Gary $1700 1,700.00

4/1/2003 ELL0O0053 $7500 from Gary 7,500.00

30,000 from Gary on behalf of JJE into

4/1/2003 ELLOO0S3 Sefton 30,000.00
4/11/2003 ELLO0054 Gary $500 500.00
4/16/2003 ELLODOS4 Gary $1500 1,500.00
4/23/2003 ELLOQOS7 Gary $500 500.00
4/24/2003 ELL 00055 Gary $300 300.00
4/289/2003 ELLO0055 Gary $500 500.00

5/5/2003 ELLOODSE Gary $200 200.00
5/11/2003 ELLODO56 Gary $600 600.00
5/19/2003 ELLOCOST Gary $500 500.00
5/30/2003 ElLLO0057 Gary $500 500.00

06/00/2003 ELL.0O032 Brent 20,000.00
8/27/2003 ELLDOGSS8 Gary $400 cash 400.00
9/26/2008 ELL00032 EFT TEG 3,000.00
10/1/2003 ELLOD0D32 Sefton EFT 1,500.00
10/3/2003 ELL 00032 Sefton EFT 750.00
10/3/2003 ELLO0032 Sefton EFT 800.00
10/8/2003 ELLOQ032 Sefton EFT 400.00

- 10/15/2003 ELILOOO32 Sefton EFT 1,000.00

10/15/2003 ELLOO058 Gary $300 300.00
6/30/2005 ELLO0043 Gary $50,000 for Canada Paper 50,000.00

12/31/2005 ELL0O0045 Ellerton check 8742 to Dillabaugh ~5,000.00

12/14/2006 ELL.00044 Dillabaugh check 12625 5,000.00

00/00/0000 ELLO0083 Gary $200 US Winton Manbour 200.00

Total $367,751.70
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Exhibit B

Responses to Plaintiff’s First Set of Interrogatories and Requests for Production

Date

Event and Benefit

1999

Dillabaugh was able to purchase preferred shares of
stock from Sefton Resources, Inc. and from Ellerton
personally '

As of October 2000

Dillabaugh participated in IPO of Sefton Resources,
Inc. and received 36,114 pre-split shares and 3,972,540
post-split shares

May 31, 2001

Dillabaugh purchased additional share options (See
ELL00063]. Options were subject to restrictions.

April 2, 2001

Dillabaugh converted outstanding amounts due from
Ellerton into shares of Sefton Resources, Inc., which
shares had been obtained by Ellerton in connection
with the IPO of Sefton Resources, Inc. (See
ELL00073). Shares were subject to same restrictions
as had been imposed upon Ellerton.

March 5, 2003

Ellerton allots 3,000,000 shares of Sefton Resources,
Inc. to Dillabaugh.

July 14, 2004.

Dillabaugh receives 15,000,000 shares of Sefton
Resources, Inc.

September 9, 2004

Board of Directors of Sefton Resources, Inc. approves
additional stock options and consultant compensation
to Dillabaugh

January 26-March 31, 2006

Dillabaugh was able to exchange shares of TEG Oil &
Gas Canada, Inc. for shares in Sefton Resources, Inc.

As of March 31, 2006

Dillabaugh had been granted 15,000,000 stock option
in Sefton Resources, Inc. of which 5,000,000 had
vested ands had received a total of 44,962,345 shares
of Sefton Resources, Inc., which include the shares
received in exchange for shares of TEG Qil & Gas
Canada, Inc.

November 1, 2007

Dillabaugh enters into a consulting agreement with
Sefton Resources, Inc.

June 27, 2008

Dillabaugh enters into a Settlement Agreement with
Sefton Resources, Inc.

Various times including
during 2008

Dillabaugh provides dental services to employees of
Sefton Resources, Inc., which services were paid for by
Sefton. It is uncertain if such services were rendered at
prevailing market rates.
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GD 0017

JOHN J. ELLERTON
790 Washington Street, #1001
Denver, Colorado 80203
(1)/(F) 303/860-0027

Gary Dillabaugh December 31, 2001
9868 West Girton Drive
Lakewood, Colorado 80227

Reference: Further Addendum to 12/31/00,
04/02/01 and 05/31/01 Agreements:

Dear Gary;
Summarizing the current status of the aforementioned agreements and recent events:

At 12/31/00 balance outstanding (principal and mterest) was 3129-233;98 from which $57.500
was paid for 6.325.000 new Sefton shares (57.500 old T&G Resources Inc. shares). This left a
balance owing of $71.733.98 (at 12/31/01)

ArMayv 31, 2001 interest of $3,709.53 was eamned (on 71,733.98 @ 12.5% per annum) and
326,700, — was converted into 2.200.0C0 new Sefton shares leaving a balance of $48.743 51
(71,733.98 +3709.53 — 26,700.00). :

At June 22, 2001 interest eamed on $48,743.51 was §367.25 and 4n additional loan of $12,500,
was made giving a balance owing of 361.610.76 (at 06/22/01).

At 12/31/01 additional interest 6f 34.051.12 was earned (12.5% on $61,610.76 for 159 days)
giving a balance of principal and interest of $65.661.88 (at 12731/01).

In addition to above (conversion of $84,200 into 8.525.000 shares of Sefton Resources leaving a

balance of $63.661.88) : -

Remaining optios (at £ 0.01 per share of Sefion Resources Inc.) are 21,000,000 (after 500,000
to M. Walker and 500,000 to K. Arleth — from original 22,000,000)

For J. Ellerton assuming $10.000 owed to Sefion by yourself, 243,174 Sefton shares purchased by
yourself through Seymour Pierce Lewis (October 200 1) will be deducted from the
aforementioned total (8,525,000) resulting in: ’

Shares owed at 12/31/01 8.281.826
Principal & Intersstat 12/31/01 $65.661.88
~ And Options available at 12/31/01 21,000,000
R@g&[‘d P ﬁNQLx\?F‘
~ Ao ePTws Bebigad 7o k. BhuETH Rracd ¥Bove™
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JOHN LELLERTON
790 Washingron Street, #1001
Denver, Colorado USA 80203
{T): 303-860-0027 (Home)
303-773-7141 (Business)

April 2, 2001

G. Dillabaugh
9868 West Girton Dr.
Lakewood, CO 80227

RE: Follow-up to 12/31/00 Letter
Gary: |
As a follow-up to our 12/31/00 letter (copy enclosed) it is my understandin_g‘ that: #
‘ 1292892 )
a. As of 12/31/00 you are converting $57,500 of the ouistanding debt ($122328.54)

into 6,325,000 shares of Sefton Resqurces, Inc. held by myself - subject to rules
imposed on me as part of the 12/08/00 IPO of Sefton (1 year hold & 1 year trading

~ through Seymour Piercs Ellis...). .
: Ty

B.  This will leave an outstanding debt of $65,:526:9¢ (as of 12/51/00) which we agree
to discuss payment terms shortly.

And c. Remaj.;ﬁng options of 21,500,000 Sefton shares for $326,409.

If you agree, kindly execute both copies of this letter, retuming one to myself.

Hilerton

AGREED TO THIS _/3 DAY OF April. 2001,

BY: Q%wﬁcwm_g—/ -

G. Dillabhugh =~

ELL00073
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PROMISSORY NOTE

$123,500 Date: December 31, 2002
Denver, Colorado

FOR VALUE RECEIVED, the undersigned (the “Maker™) promises to pay to the order of
Gary Dillabaugh (hereafter called “Holder™), at Denver, Colorado (or at such other place as the
Maker may designate and notify the Holder) the principal amount of One Hundred Twenty Three
Thousand and Five Hundred Dollars(5123,500.00) with interest from the date hereof of 10% per
annum, which principal amount and interest therson shall be paid to Holder on December 31,2003.

In the event of nonpayment when due of any amount payable hereunder, or upon the
occurrence of any event of defanlt or if the Maker shonld become insolvent (as defined in the
Untform Commercial Code s in effect at that time), or a petition in bankruptcy be filed by or against
the Maker, (1) the total unpaid principal balance hereof together with all accrued but unpaid inrerest
hereunder may, at the option of the Holder, ard without demand or notice of any kind, be declared,
and thereupon immediately shall become, in default and due and payable, (2) the Maker will payall
expenses of the Holder in the collection of this Note, including reasonable attorney’s fees.

The Maker shall be privileged to prepay this Note in whole orin part without penalty with or
without the consent of the Holder. '

This Note is to be construed in ali respects and enforced according to the laws of the State of

Colorado.
By: \ / g /Mﬁx@ )

J oﬁn/ . Ellerton,

CiUsers\Sefton\Prom Notes\Promissery Note Ellerten.doc
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DRAFT

PROMISSORY NOTE

$5.000.00 ' ' Date: February 10. 2003

Denver, Colerado

FOR VALUE RECEIVED, the undersigned (the “Maker™) promises to pay to the order
of Lisa L. Dillabaugh. (herzafter called “Holder™), at the principal office of the Maker in Denver,

Colorado (or at such other place as the Holder may designate and notify the Maker) the principal -

amount of Five Thousand and 00/100 dollar ($5,000.00) with interest from the date hersof of
10% apnmum, which principal amount and interest thereon shall be paid on or before
May 31 2002,

In the event of nonpayment when due of any amount payable hereunder, or upon the
occurrence of any event of default, or if the Maker should become insolvent (as defined in the
Uniform Commercial Code as in effect at that dme), or a petition in bankruptey be filed by or
against the Maker, (1) the total unpaid principal balancs hereof together with all accrued but
urpaid interest hereunder may, at the option of the Holder, and without demand or notice of any
kind, be declared, and thereupon immediately shall become, in default and due and payzble, (2)

the Maker will pay all expenses of the Holder in the collection of this Note, including reasonable

attorney’s {ees and legal expenses, and (3) the Holder may exercise from time to time anv rights
and remedies available to the Holder under the Uniform Commercial Code as in sffect at that
time m Colorado or other applicable jurisdiction or otherwise available to Holder, or (4} do any
of the foregoing.

The Maker shall be privileged to prepay this Note in whole or in part without penalty
with or without the consent of the Holder.

This Note is to be construed in all respects and enforcad according to the laws of the
State of Colorade.

v

Joan J. Ellerton

Fromisuory Nae Mar 1(.2]

ELL00OS
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“nd c.

JOHEN J. ELLERTON
6001 Se. Yosemite St., ¥E-203
Greenwood Village
Colorado, USA 80111
(T)/(F): 303-T70-9572

December 31, 2000

G. Dillabaugh
9868 West Girton Dr.
Lakewood, CO 80227

Dear C—a;y:

Enclosad are the followmng:

a. Exhibit A:

b.. Exhibit B:

" Exdubit C:

Stock/Oprions and Loan Agreement:
Sefion Resources, Inc. (TEG Resources, Inc.)
& J. Ellerion-

¥
fh

Staterment of money loared by yourself and
Interest samed etc., through 12/31/00

Copy of previous comrespondence dated 11/12/99 - relating
to zbove matter

Prospectus dated 12/8/00 in which Seficn Resources, Inc.
(formerly TEG Rascurces, Inc.) Went public, whica
includes the current status of stock and options held by J.-
Elerton & G. Dillabangh - as to numbers (mcluam:
stock/option splits) ete.

This letter outlines the current situation and agreement Getween ourselves:

1. Curent situation with respect to common stock for G. Dillabaugh:
(i) ' 550,000 Sefton shares (5,000 pre-split shares n TEG) fom . Ellerton

' Conpsultants.

- in process of being issued by transier agents.

()  Conversion of 25 preferred shares (and accumulated Zividends through 4/1/00)
into common stock of TEG Resources, Inc. issued to G. Dillabaugh by TEG.
—~ . inprocess of being issued Sefton stock i exchange. |

(i)  Purchase of 10,000 shares of TEG common stock by G. Dillabaugh. Issued to G.

Dulabauon by TEG Resources, Inc.

= m process of being issued Sefton stock in exchange.
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2. Current situation with respect 1o loans etc., by G. Dilizbaugh to I. Ellerton:
a See Exhibn A - which includes 35,000 premium owed by J. Ellerton for G.
Dillabaugh investing m TEG’s preferred shares.
b. Guarzmtee by G. Dillabaugh of $27,500 loan to J. Ellerton by Wells Fargo
(cuzrently being amortized).

3. For assistance by yourself in the above matters, I, (J. Ellerton) agree to compensate you as
follows:

a. Repayment of cash advances (and aforementioned §5,000 prer_ruum) m form of
loan (see 12/31/00 staterment of principal and inferest) bearing 12% per annum,
amortization schedule to be determined prior to 3/31/2001 - accumulate mtersst
umcil stch date.

b. Options to convert portion or all principal and interest ‘o Sefion common stock
held by J. Ellerton (aumber of shares and pricing listad below).

- Hrme of conversion {o be determined by March 31, 2001.

c. Options to acquire Sefion common stock from J. Ellerton as follows: ~ 3{7'

D 6,325,000 Sefton shares for $57,5000 (57,500 TEG shares of 1. OO/share d
forward split 110 to 1 mro Sefton shares).

(i) 21,500,000 Sefton shares for $326,409 {prior to 1/9/04 - 195,455 TEG
shares at $1.67/share).

This is in addition to assurances by . Ellerton of the repayment of the aforementioned Wells
Fargo loan and any other items yet to be determmed.

If this is your understanding at this time, kindly indicate such by executing both copies of this
letter and returning one copy io me.

Eih

AGREED TO THIS DAY OF 2001.

BY:

G. Dillabaugh

ELLOOI:




EXHIBIT A

Cash Advances/Preferred Share Premium and Interest Through12/31/00
: Amount Date Reev'd # of Days Interest Total
- , (Principal) {or Owed) (for intersst) (at 12%)
Al Torough 7/6/00
1. 6,000 3/3/99 491 868.55 6,968.35
""" 2. 2,500 4/16/99 447 37475 2,924,753
3. 7,000 5/19/9% 414 952.77 7.852.77
4. 10,000 6/18/99 384 1,262.47 11,262.47
N 3. Premium 5,000 6/30/99 372 611.51 5,611.51
5. : 6,000 7/11/99 361 712.11 §,712.11
A 3,000 8/3/9¢ 338 333.37 3,333.37
- 3. 3,000 11/30/99 219 216.00 3,216.00
3 2,000 1/16/00 172 113.10 2,113.10
10. 4,000 2/5/G0 152 199.89 419989
o il 10,000 2/18/00 142 466.85 10,466.85
1Z. 2,000 4/3/00 o4 61.81 2.061.81
i3. 10,000 4/13/00 g4 276.16 1027616
- 14. 3,000 4/28/00 &9 113.42 5,113.42
15. 5,000 6/2/00 34 55.89 5,055.89
16. 15.000 6/21/60 15 73.97 15.073.97
a Sub-Total 95,550 6,792.62  102,342.62
Pzyments . (8,207.38) (6,792.62) (15,000}
Net ' 87,342.62 0 87.342.62
E. Tora 7/7/00 tao
B 12/31/00 .
' Net a 87,342.62 7/6/00 178 5,111.34 92,453.9%
b. 2,000 8/30/00 123 80.88 2,080.88
. C. 2,000 8/&/00 1id 74.95 2,074.96
B d. 5,000 10/8/00 23 136.44 5,136.44
g’ 18,080 1L27/00 24 201.88 18,2561.88
£ 3,000 12/18/00 13 12.82 3.012.82
) Total 117.402.62 561832  123.020.94
- J. Ellerton
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JOHN J. ELLERTON
790 Washington Street, #1001
Denver, Colorado USA 86203
(T): 303-860-0027 (Home)
303-773-7141 (Business)

May 31,2001

Gary Dillabaugh
9868 West Girton Drive
Lakewood, CO 80227

Dear Gary:

' RE:  Addendum to 12/31/00 Agresment and
4/2/01 Addendum

Asa follow-up to the above mentioned agrsement (copy enclosed), the following additions have been

agreed to:
a.

As a result of Mendes & Associates not exercising his 20,000 old share opdcns (at
$1.00/share) with J. Ellerton (as of enc of Feb ‘01) then 50% of those pass onio
yourself.

i.e., 1,100,000 new shares for a consideration of $10,000 (US).

As aresult of M. Schiveter not exercising 20,000 old share opticns {at 5.167/share)

_with J. Ellerton (as of end of Feb ‘01) then S0% of these pass onto yourself.

i.e., 1,100,000 new shares for a consideration of $16,700 (US).

It is my understanding that you wish to purchase these shares for the above indicated
price by applying said meney from owuistending amoeunt owed by myselffses enclosure
- in addition to that outlined in April 2, ‘01 addendum to 12/31/00 agreement.

Tthese above mentioned items do not alter the options as per item 3 {in parucular 3¢
() & ()] of the 12/31/00 agreement other than 3 (a) is to be extended to 5/30/01
from 3/31/01.

If this is vour understanding at this time, kindly indicate such by executing both copies of this letter
and returning one copy to me.

Regar

J. Eilerton

ELL00063
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DISTRICT COURT, CITY AND COUNTY OF

DENVER, COLORADO

Court address: 1437 Bannock Street, Room 256
Denver, Colorado 80202
Phone Number: 720-865-8301

Plaintiff: GARY DILLABAUGH

V.

Defendant: JOHN J. ELLERTON

ACOURT USE ONLY A

| Case Number: 08CV2877

Jack R. Luellen, #29017
BEATTY & WOZNIAK, P.C.

216 Sixteenth Street, Suite 1100
Denver, CO 80202-5115
Phone Number: 303-407-4499
Fax Number: 303-407-4494
jluellen@bwenergylaw.com

Attorneys for Defendant John J. Ellerton

Div.: 3

DEFENDANT’S FIRST_SUPPLEMENTAL RESPONSES
TO PLAINTIFF’S FIRST SET OF INTERROGATORIES

Defendant, John J. Ellerton (“Ellerton”), by and through his counsel, Beatty & Wozniak, -
P.C., hereby provides his First Supplemental Response to Plaintiff” s First Sei of Interrogatories
as follows, with the understanding that the Preliminary Statement and General Objections set
forth in Ellerton’s Responses to Plaintiff’s First Set of Interrogatories and First Request for

Production of Documents to Defendant, John J. Ellerton (the “Initial Responses™) apply to the

supplemental responses set forth herein:




INTERROGATORIES

INTERROGATORY NO. 3: Please state the amount of money you presently owe Mr.
Dillabaugh and describe in detail how you computed the amount owed.

SUPPLEMENTAL RESPONSE: Subject to and without waiver of the General
Objections, Ellerton responds to Interrogatory No. 3 as follows:

With respect to offsets and other consideration due to Ellerton, please see Exhibit B
attached to the Initial Responses. Despite a good-faith effort, it is impossible for Ellerton to
quantify the value of each specific item of benefit conferred upon or received by Dillabugh for
which Ellerton is entitled to credit, offset or other consideration.

Nevertheless, Ellerton has been able to estimate that the value of the benefits for which

credit, offset or other consideration is due to Ellerton to be not less than $2,028,668, which

amount was calculated as follows:

Compensation from Sefton Resources: $285,000
Settlement Agreement with Sefton: $15,000
Shares of Sefton Resources: $1,349,261

. 3,846,721 shares

. Current mid-range valuation of £0.225 (based upon recent valuatlon of
between 11.8 and 33.6 pence)
o - Resulting value of £770,787 (3,425,721 * £0.225) = $1,349,261 (at
~exchange rate as of date of these Supplemental Responses)
Options in Sefton Resources: $379,407

. 1,000,000 granted in September 2004 and fully vested at a price of £0.06
o 1,000,000 * £0.225 less option price of £0.06 = £165,000 = $288,811
* 300,000 granted in 2007 for a price of £0.0525
o 300,000 * £0.225 less option price of £0.0525 = £51,750 = $90,596

INTERROGATORY NQ. 5: In paragraphs 20 and 24 of your Answer to the Amended
Complaint, you state that the loans made to you by Mr. Dillabaugh were forgiven as a result of
benefits conferred upon Mr. Dillabaugh. Please explain what benefits were conferred upon Mr.
Dnllabaugh that resulted in the forgiveness of the leans that Mr. Dillabaugh made to vou. As part
of your description, please inciude the date the benefit was conferred, the exact nature of the
benefit, and the amount of any loan that was forgiven as a result of the benefit.

SUPPLEMENTAL RESPONSE:  Please see the Supplemental Response to
Interrogatory No. 3, which is responsive hereto and incorporated herein by this reference.




INTERROGATORY NO. 6: In paragraphs 20 and 24 of your Answer to the Amended
Complaint, you state that the loans made to you by Mr. Dillabaugh were subject to offset as a
result of benefits conferred upon Mr. Dillabaugh. Please explain what benefits were conferred
upon Mr. Dillabaugh that resulted in the offset of the loans that Mr. Dillabaugh made to you. As
part of your description, please include the date the benefit was conferred, the exact nature of the
benefit, and the amount of any loan that was forgiven as a result of the benefit.

SUPPLEMENTAL RESPONSE: Please see the Supplemental Response to
Interrogatory No. 3, which is responsive hereto and incorporated herein by this reference.

Dated this &‘ﬁay of September, 2008.

BEATTY & Wozniak, P.C.

e

Jack R. Luellen, #29017
BEATTY & WOZNIAK, P.C.

216 Sixteenth Street, Suite 1100
Denver, CO 80202-5115

Phone Number: 303-407-4469
Fax Number: 303-407-4494
jluellen@bwenergylaw.com

ATTORNEYS FOR DEFENDANT
JOHN J. ELLERTON

[F%]
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Inbox New Reply Repiy all Forward Delete Junk
Junk ‘
v . :
Drafts Move b Opt:o:.'|s :2
t
Sen FW: Sefton Resources, Inc.
Deleted i h {gdillabaugh
Frems Gary Diilabaugh {gdilla augh@seftonresource \W
Advanta Sert Mon 2/11/08 9:07 AM
Alaska Air... Reoiy-t: gdillabaugh@sefionresources. com
Bank of Am... Tao: ‘Gary Dillabaugh’ (gdillabaugh@msn.com)
Brent
Capital Cne
Chase
citicards
credit cards
Dictionary . )
discover From: Jim Ellerton {maifto:jjeilerton@seftonrasourca.com]
ebay Sent: Saturday, February 09, 2008 11:06 AM
Ecuador To: gdillabaugh@seftonresources.com
Family Subject: RE: Sefton Resources, Inc.
Golf
Graduation
Gresting Ce Gary: After reviewing all the data —my proposal is 2s follows: At 12/31/08 the
Humeor number cwing is $350,000.- ——This is the rough number we agreed to, but reflecting
Intuit a final number taking into account that you received money from the company
it (approx..5285.000.-), travel £xpenses (plus other expenses) , non-promoted business
frunes opponunities and of course stock options” (which ware 2n addiional sxpense to the
Jim loan cecmpany) ~-1 have not broken it down into Categories such as principal, interest and/or
Land any credit of either for aforementionad ‘perks’. ——Asfarasa propesed payment
Isa-Af plan, | suggest the following —$50,000.- befare end of 2008 and $100,000.- on or
Lisa-Africa " before end of 2009, 2010 and 2011, i such payments are not made, interest will
Lisa-Centr... accrue at 8% frem day of being delinguent and at such time all remaining on nots will
Lisa-UCSE be due. —Such a repayment scheduie. | belfieve. is fzir when you consider the
. oppertunities being provided by the company {consulting, trave! opportunities, stock
Miscellaneous cptions etc. ) —iim
MSN
Office
olympus
Photos
Phrase a week . . "
) From: Gary Dillabaugh [ma;fto:gd:liabaugh@seﬁtonresources.com]
Pithy stat... Sent: Wednesday, February 06, 2008 8:11 AM
Practice Sale To: jjellerton@seftonresources.com 0013
Prather Subject: FW: Sefton Resources, Inc, GD
Prostate S...

http://by 106w.bay 106.mai1.live.com/rnailfReadI\«IessageLighLaspx?Au:F&i%7c0%7c8CA3 .. 2/18/2008




- - T T Fage lofl

Purchases
Renters
Roy and Joy Goced meming Jim. Mow =sre we progressing on determining a final figure and how we
i can structure the repayment? Give me 2 cail when you have a chance.
Running
Sefton Gary
Soccer
Trave!
Travel Doc...
Trevor
Verizon _ From: Steve Waterhouse [mailto:swaterhouse@dmicros.com]
Manzge foicars Sent: Wednesday, February 06, 2008 4:34 AM
To: contact@seftonresources.com
Today Subject: Sefton Resources, Inc.
Mail
Contacts
Calendar

Dear Sirf Madam,

Could you please let me know when you are likely to release a trading update, | have
been a sharsholder for some time and am starting to get concerned about the lack of

information being released about production and revenues. In additicn to this | have
watched the share price drop to new lows.

Thanks in advance.

Staven Waterhouse C.Eng B.Eng {hons)

Want to race through your inbox even faster? Try the full version of Windows Live Hotmail. (It's free, toa.)

AT AT e e D ey - . 2T - ! —_—y = sl s
SE0E Micraset Privacy Legz Lain r3l Account Fsadhzow

GD 0014

http://by 106 w.bay 1 06.mail.live.com/mail/ReadMessageLight.aspx?Amz=4%7cO%7c8CA3 . 2/18/2008




~0213120407_001.pdf - Adobe Reader
Frzm Jim Ellerton (Jjellerton@seftonresources.com)
Senr Wed 2/13/08 12:13 PM -
Ragiv-tajjellerton@seftonrasources.com
Tal gdillabaugh@seftonrescurces.com

z 'Gary Dillabaugh' (gdiliabaugh@msn.com)
szucity 5Can upon downicaa ¥)TRENG.

101

[T

Gary: The numbers | started from were approx. § 400,000.- before any interest and credit for
maoney( via SEFTON), opportunities for stock (ground ficor pricing), stock options(granted),

expense paid trips ——aongoing oppartunities to work with very good group (same sort of
situations as before) —JIM

&

GD 0008
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GD 0019

PROMISSORY N OTE

Date: December 01,2002
Greenwaod Village, Coloradg

t specific Promissory note dated May 31, 2002 {a

nt of 350,000 between Seftgn Resources and Mc.
Bon Oatley. - :
On November 30, 2002 Mr. Dona 338 paid the accrued interest of
$2,500 and 310,000 of the principal ény anee of 340,000 owing.

Itis agreed that Dy,
as delineated in the o
Sefton Resources, In

Gary Dillabaugh wijf assume
riginal Promissery note dated May
¢ and the guarantor Jokg James E

the obligation of the maker
31,2002 and that the maker
lerton are releaged.

By: %‘5/ :

Dr. GaryDillabaugh

Agreed:
Donald F. Qatley
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Jun 9 2008
12:13PM

DISTRICT COURT, CITY AND COUNTY OF
DENVER, COLORADO

Court address:l"1437 Bannock Street, Room 256
Denver, Colorado 80202
Phone Number: 720-865-8301

Plaintiff: GARY DILLABAUGH
V.

Defendant: JOHN J. ELLERTON

Jack R. Luellen, #29017
BEATTY & WOZNIAK, P.C.

216 Sixteenth Street, Suite 1100
Denver, CO 80202-5115

Phone Number; 303-407-4499
Fax Number: 303-407-4454
jluellen@bwenergylaw.com

Attorneys for John J. Ellerton

ACOURT USE ONLY A

Case Number: 08CV2877

-Div.: 3

DEFENDANT JOHN J. ELLERTON’S
C.R.C.P. 26(a)(1) INITIAL DISCLOSURES

Pursunant to C.R.C.P. 26(&)(1 ), Defendant John J. Ellerton (“Ellerton™) hereby makes his

Initial Disclosures. Ellerton reserves the right to supplement these Disclosures as additional

information becomes known or available and as discovery proceeds. Ellerton further reserves

the right to assert any privileges or protections (including, but not limited to, the attorney-client

and work product privileges) that are or nay be applicable in connection with testimony from

any witness or the production of any documents identified herein.

%
SEpuv©

i




I. INDIVIDUALS LIKELY TO HAVE DISCOVERABLE INFORMATION RELEVANT
TO DISPUTED FACTS ALLEGED WITH PARTICULARITY IN THE PLEADINGS
(C.R.C.P. 26(a)(1)(A))

John J, Ellerton

c/o Jack R, Luellen
Beatty & Wozniak, P.C.
216 16™ Street, Suite 1100
Denver, CO 80202

Mr. Ellerton is the Defendant in this matter and is likely to have discoverable information
concerning the claims and defenses in this action, as well as other matters that may be identified
more fully in documents being disclosed herein.

Gary Dillabaugh

c/o Gary C. Davenport

McGloin, Davenport, Severson and Snow
1600 Stout Street, Suite 1600

Denver, Colorado 80202-3103

Mr. Dillabaugh is the Plaintiff in this matter and is likely to have discoverable
information conceming the claims and defenses in this action, as well as other matters that may
be identified more fully in documents being disclosed herein

Jeremy Delmar—Morgén

c/o Sefton Resources

2050 8. Oneida Street, Suite 102
Denver, Colorado 80224
Telephone: 303-759-2700

Mr. Delmar-Morgan is the non-executive chairman of the Board of Directors of Sefion
Resources and is likely to have discoverable information concerning the claims and defenses in

this action, as well as other matters that may be identified more fully in documents being

disclosed herein.




Harry Barnum

c/o Sefion Resources

2050 S. Oneida Street, Suite 102
Denver, Colorado 80224
Telephone: 303-759-2700

M. Barnum is an employee of Sefton Resources and is likely to have discoverable
information concerning the claims and defenses in this action, as well as other matters that may
be identified more filly in documents being disclosed herein.

Robert Mackay

c/o Sefton Resources

2050 S. Oneida Street, Suite 102
Denver, Colorado 80224
Telephone: 303-759-2700

Mr. Mackay is an employee of Sefton Resources and is likely to have discoverable
information concerning the claims and defenses in this action, as well as other matters that may
be identified more fully in documents being disclosed herein.

Tony Ashton
c/c Sefton Resources
2050 8. Oneida Street, Suite 102
Denver, Colorado 80224
Telephone: 303-759-2700
M. Ashtor is an employee of Sefton Resources and is likely to have discoverable

~ information concerning the claims and defenses in this action, as well as other matters that may

be identified more fully in documents being disclosed herein.




W. Robert Mendes

¢/o Sefton Resources

2050 S. Oneida Street, Suite 102
Denver, Colorado 80224
Telephone: 303-759-2700

Mr. Mendes is an employee of Sefton Resources and is likely to have discoverable
informatien concerning the claims and defenses in this action, as well as other matters that maﬁr
be identified more fully in documents being disclosed herein.

O. POCUMENTS, DATA, COMPILATIONs; AND TANGIBLE THINGS IN
ELLERTON’S POSSESSION, CUSTODY OR CONTROL RELEVANT TO DISPUTED
FACTS ALLEGED WITH PARTICULARITY IN THE PLEADINGS
(C.R.C.P. 26(a)(1)(B))

Ellerton describes the documents listed below either individually or by category and will

make its initial disclosure documents availzble for inspectidn and copying at the offices of Beatty

& Wozmak, P.C., or will make appropriate arrangements with counsel for Plaintiff for the

copying and production of such documents. .

Additional documents that may prove to be within the scope of Rule 26 may be subj ébt to

future production as supplemental disclosures or in response to Rule 34 requests.

' A. . December 31, 2000 Letter to Gary Dillabaugh (“Dillabaugh”) from Ellerton;
April 2, 2001 Letter to Dillabaugh from Ellerton;
May 31, 2001 Letter to Dillabaugh from Ellerton;
December 31, 2001 Letter to Dillabaugh from Ellerton;
March 12, 2002 Unsigned letter to Dillabaugh from Ellerton;
June 20, 2002 Letter to Ellerton from Dillabaugh;
June 24, 2002 Letter to Dillabaugh from Ellerton:

M oa wm m Y Qow

December 31, 2002 Promissory Note;

—
s

October 3, 2007 Email to Dillabaugh from Ellerton;




October 17, 2007 Email to Dillabaugh from Ellerton;

e

January 8, 2008 Email to Dillabaugh from Ellerton;
January 10, 2008 Email to Ellerton from Dillabaugh;
‘February 9, 2008 Email to Dillabangh from Ellerton;
February 12, 2008 Email to Dillabaugh from Ellerton;
February 13, 2008 Email to Dillabaugh from Ellerton;
February 14, 2008 Email to Dillabaugh from Ellerton;
February 18, 2008 Email to Dillabaugh from Ellerton;
March 6, 2008 Email to Dillabaugh from Ellerton; .
March 19, 2008 Email to Dillabaugh ﬁ'bm Ellerton;
March 25, 2008 Letter to Ellerton from Garfr C. Davenport;
Handwritten notes authored by Dillabaugh and/or Ellerton;

Receipts relating to payments allegedly made by Dillabaugh to Ellerton;

g < d 83 ®w®mO WO Z g H R

Additional correspondence and other communications between Dillsbaugh and
Ellerton;

>

Drafts of agreements, whether eventually executed or not, between Dillabaugh
and Ellerton;

Y. Agreements, including promissory notes, between Dillabaugh and Ellerton, and
addenda or amendments thereto;

Z. Banking and loan docurﬁents;
AA.  Any documents needed for impeachment, rebuttal or cross-examination; and
BB. Any and all documents referred to in Plaintiff’s Initial Disclosures herein,
III. A DESCRIPTION OF THE CATEGORIES OF DAMAGES SOUGHT AND A
COMPUTATION OF ANY CATEGORY OF ECONOMIC DAMAGES CLAIMED BY
THE DiSCLOSING PARTY (C.R.C.P. 26(2)(1}C)

Ellerton is not presently claiming any damages in this proceeding.




IV, INSURANCE AGREEMENT (C.R.C.P, 26(a)(1)(D)).
Tﬁere is no applicable insurance agreement.

Dated this 9™ day of June, 2003.

Respectfully Submitted,

¥ S
s/ Jack R. Luellen
Jack R. Luellen, #29017
BEATTY & WozNisk, P.C.
216 Sixteenth Street, Suite 1100
Denver, CO 80202-5115
Phone Number: 303-407-4499
Fax Number: 303-407-4494
jluellen@bwenergylaw.com

ATTORNEYS FOR DEFENDANT
JOHN J. ELLERTON

Original signature on file in the offices of
Beatty & Wozniak, P.C.




CERTIFICATE OF SERVICE

The undersigned hereby certifies that on this 9% day of June, 2008, a true and correct
copy of the foregoing DEFENDANT JOHN J, ELLERTON’S C.R.C.P. 26(a)(1) INITIAL
DISCLOSURES was e-served via LexisNexis File & Serve, properly directed as follows:

Gary C. Davenport

Krista L. Tushar

Kyle W. Davenport -

McGloin, Davenport, Severson and Snow
1600 Stout Street, Suite 1600

Denver, Colorado 80202-3103
garyd(@mdsslaw.com
kristat@mdsslaw.com

Original signature on file in the offices of
Beatty & Wozniak, P.C.

s/ Gabrielle Graham

100318 -
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' Do you know y¢
Credit Score?
[ Find ot instartty!

Epags Uneglare MEN l

Inbox
Junk.
Drafts
Sent,
Deleted
Advanta

Alaska Air...

Bank of Am..,

Brant
Capital One
Chase
citicards
Caorper loan
credit cards
Dental
Dental Con...
Dictionary
discover
ebay
Ecuador
Famuly

Gaif
Graduation
Greeting C...
Home Depot
Humor
Intuit

itunes

Jim loan
Land
Lisa-Africa
Lisa~-Cantr...
Lisa-UCSF
Miscallaneous
MSN

Office
alympus
Paintings

* From: Gary Dillabaugh [mailto: gdillabaugh@msn.com]

New Reply Reply ait Forwarg Beleta Junk
Move to ] ) Optlons

RE: Share tracking

From: Lucie Heath (Lucie.Heath@cocmputershare.co.uk)
Fent: Mon 4/28/08 12:17 PM
To:  Gary Dillabaugh (gatlabaugh@msn.com)

Hi Gary

It was a Luxembourg AGM that I had to attend so all abit different than the
usual AGM's that I attend. Alot of travelling as no direct flight from Bristol
so had many 3 stop off in duty freal

1 can confirm that the transfers as below were processed from your helding
to the individuals on 21 March 2003,

Kind regards

Lucte Heath

Computershare

Relationship Manager > Depositary Interest Team

Lucie . Heath@computershare.co.uk

T +44 (0)870 703 6187 M +44 (D) 7766330529 F +44 {0)}870 703 8116
The Pavilions, Bridgwater Road, Bristol BS13 BAE, UK
www.computershare.com

| CERTAINTY | INGENUITY | ADVANTAGE |

SAVE PAPER - THINK BEFORE YOU PRINT!

Sent: 25 April 2008 17:00
To: Lucie Heath
Subject: Share tracking GD ©001

Hi Lucie
Hope you were playing for the long weekend and not off on some boring

business conference. I expect there is the passiblility that you were
sCrutinizing an AGM in some exotic focale - that would be nicet

hitp//bl142w.blul 42.mail.live.com/mail/ ReadMessagelLight.aspx?Aux—14%Tc0%7c8CAT... 5/22/2008
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— Travel Doc...
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Verizen
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wells Farg...
Wills, Pow...
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Teday
Mail
Contacts
Calendar

7214119 page

Page 2 of 2

A few years ago [ transferred some shares and was wondering if you might

be able to confirm that the original tranfer was from me. Currently the
shareholders are

1. Bret Ellerton 10,000 shares €7003829358
2. Sonya Shaw 10,000 shares C7003829359%
3. Stephanie Ellerton 10,000 shares C7003829360
4. David Ellerton 10,000 shares C7003829361
5. Molly McCue 5,000 shares C7003829362

The original transfer was for pre-consolidation shares je 150,000 and
75,000 shares respectively and tock place, I believe, 4 or 5 years ago. The
total at the time would have been 675,000 shares. If you need more
infermation, please email or call me at 303 910-8439.

Thanks again for ail your heip.

With kindest regards,

Gary

Back to work after baby- how do yaou know when you’re raady?

Computershare Investor Services PLC is regisiared in England & Wales Company No. 3455808, Registered
Office: The Pavilions, Bridgwater Road, Bristol BS13 BAE. Computershars investor Services PLC is

autherised and regulated ty the Financial Services Authority, Registesed Office: 25 The Narth Coionnade,
Canary Wharf, London E14 5HS,

Please visit the following website to raad the Computershare legai notice:
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December 9, 2008

Jack R. Luellen, Esq.
Beatty & Wozniak, P.C.
216 16% Street

Suite 1100

Denver, Colorado 80202

RE: Gary Dillabaugh v. John J. Ellerton, District Court, Denver County, State of
Colorado, Case No. 08CV2877

Dear Mr. Luellen:

We have enclosed a signature page and amendment sheet along with your
ordered copy of the deposition of JOHN J. ELLERTON.

Please have the deponent sign the loose signature page and fill out any necessary
amendment sheets before a notary public.

After the deponent has read and signed the appropriate documents, please keep
copies for yourself and return the loose signature page and amendment sheets, if
any, to our office by JANUARY 9, 2008.

If you fail to attend to this matter by the date indicated above, the deposition will
be filed unsigned with the clerk of the appropriate court or counsel, pursuant to
the Rules of Civil Procedure. :

Thank you for your cooperation.

Sincerely,

Cynthia E. Coon '

xc: original deposition
Gary C. Davenport, Esq.

JAVERNICK
& STENSTROM » LLC

certified shorthand reporters
3131 South Vaughn Way, Suite 224 » Aurora, Colorado 80014 » (720) 449-0329 » Fax (720) 449-0334
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December 9, 2008

John J. Ellerton

790 Washington Street

Denver, Colorado 80203
PERSONAL & CONFIDENTIAL

RE: Gary Dillabaugh v. John J. Ellerton, District Court, Denver County, State of
Colorado, Case No. 08CV2877

Dear Mr. Ellerton:
Your deposition taken in the above-entitled case is ready for you to read and

sign. Please contact JACK R. LUELLEN, ESQ., at 303-407-4499 regarding your
signature. The deposition must be read and signed by JANUARY 9, 2008.

~ If you fail to attend to this matter by the date indicated above, your original
deposition will be filed unsigned with the clerk of the appropriate court or
counsel, pursuant to the Rules of Civil Procedure.

Thank you for your cooperation.
Smcerely,

ﬂ 1 ém
Cynthla E. Coon

xc: original deposition

Jack R. Luellen, Esq.
Gary C. Davenport, Esq.

JAVERNICK
& STENSTROM « LLC

certified shorthand reporters

3131 Sowrh Vaughn Way, Suire 224 « Aurora, Colorads 80014 « (720) 449-0329 « Frx (720) -49-0334
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