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FULL HOUSE RESORTS, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
 

 

MARCH 31,
2002

DECEMBER 31,
2001

      
ASSETS



      
CURRENT ASSETS:

Cash and cash equivalents $ 465,065 $ 867,419
Receivables 291,276 209,992
Prepaid expenses 57,265 93,878

Total current assets 813,606 1,171,289
      
LAND HELD FOR DEVELOPMENT 2,472,000 2,472,000
      
FIXTURES AND EQUIPMENT - net 34,043 23,374
      
INVESTMENTS IN JOINT VENTURES 160,179 —
      
RECEIVABLES 1,077,291 1,017,291
      
GAMING CONTRACT RIGHTS - net 5,334,839 5,390,239
      
DEFERRED TAX ASSET 1,342,990 1,375,949
      
DEPOSITS AND OTHER ASSETS 17,713 14,782
      
TOTAL $ 11,252,661 $ 11,464,924
      
LIABILITIES AND STOCKHOLDERS’ EQUITY
      
CURRENT LIABILITIES:

Accounts payable $ 25,346 $ 21,468
Payable to joint ventures — 48,033
Current portion of  long-term debt 2,381,260 3,000,000
Accrued expenses 207,859 171,316

Total current liabilities 2,614,465 3,240,817
      
LONG–TERM DEBT, net of current portion 600,000 600,000
      
COMMITMENTS AND CONTINGENCIES
      
STOCKHOLDERS’ EQUITY:
      

Cumulative, preferred stock, par value $.0001, 5,000,000 shares authorized; 700,000 shares issued and outstanding;
aggregate liquidation preference of $4,147,500 and $4,095,000 70 70

Common stock, par value $.0001, 25,000,000 shares authorized; 10,340,380 shares issued and outstanding 1,034 1,034
Additional paid in capital 17,429,889 17,429,889
Accumulated deficit (9,392,797 ) (9,806,886 )

Total stockholders’ equity 8,038,196 7,624,107
      
TOTAL $ 11,252,661 $ 11,464,924
 
See notes to unaudited condensed consolidated financial statements.
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FULL HOUSE RESORTS, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
 

THREE MONTHS ENDED
MARCH 31,

2002 2001
OPERATING REVENUES:

Joint venture revenue $ 883,957 $ 1,004,313
Management fees 544,035 —

Total operating revenues 1,427,992 1,004,313
      
OPERATING COSTS AND EXPENSES:

Joint venture pre-opening costs — 122,441
Development costs 215,561 250,000
General and administrative 408,503 398,224
Depreciation and amortization 60,457 132,662

Total operating costs and expenses 684,521 903,327
      
INCOME FROM OPERATIONS 743,471 100,986
      
Interest expense (51,625 ) (68,710 )
Interest and other income 3,084 3,295
      
INCOME BEFORE INCOME TAXES 694,930 35,571



      
INCOME TAX PROVISION (280,841 ) (82,333 )
      
NET INCOME (LOSS) 414,089 (46,762 )
      
Less, undeclared dividends on cumulative preferred stock 52,500 52,500
      
NET INCOME (LOSS) APPLICABLE TO COMMON SHARES $ 361,589 $ (99,262 )
      
NET INCOME (LOSS) PER COMMON SHARE, Basic and Diluted $ 0.03 $ (0.01 )
      
WEIGHTED AVERAGE NUMBER OF COMMON SHARES OUTSTANDING, Basic and Diluted 10,340,380 10,340,380
 
See notes to unaudited condensed consolidated financial statements.
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FULL HOUSE RESORTS, INC. AND SUBSIDIARIES
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
 

THREE MONTHS ENDED
MARCH 31,

2002 2001
CASH FLOWS FROM OPERATING ACTIVITIES:

Net income (loss) $ 414,089 $ (46,762 )
Adjustments to reconcile net income (loss) to net cash provided (used) by operating activities:

Depreciation and amortization 60,457 132,662
Expired purchase option — 250,000
Equity in earnings of joint ventures (883,957 ) (881,872 )
Distributions from joint ventures 675,746 851,084
Net advances to joint ventures — (452,394 )
Changes in operating assets and liabilities:

Receivables (81,284 ) —
Prepaid expenses 36,613 (20,936 )
Deposits and other assets (2,931 ) (7,567 )
Deferred taxes 32,959 37,333
Accounts payable and accrued expenses 40,420 (100,858 )

      
Net cash provided (used) by operating activities 292,112 (239,310 )

      
CASH FLOWS FROM INVESTING ACTIVITIES:

Purchase of 50% joint venture interests — (1,800,000 )
Advances on receivable (60,000 ) —

Purchase of fixtures and equipment (15,725 ) —
      

Net cash used in investing activities (75,725 ) (1,800,000 )
      
CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from RAM note 2,381,260 —
Repayment of  GTECH note (3,000,000 ) —
Proceeds from line of credit — 1,800,000
Repayment of line of credit — (150,000 )

      
Net cash provided (used) by financing activities (618,740 ) 1,650,000

      
NET DECREASE IN CASH AND CASH EQUIVALENTS (402,354 ) (389,310 )
CASH AND CASH EQUIVALENTS, BEGINNING OF PERIOD 867,419 455,143
      
CASH AND CASH EQUIVALENTS, END OF PERIOD $ 465,065 $ 65,833
 
See notes to unaudited condensed consolidated financial statements.
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FULL HOUSE RESORTS, INC. AND SUBSIDIARIES
 
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
 
1.             SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
 

Interim Condensed Financial Statements - The interim condensed consolidated financial statements of Full House Resorts, Inc. (the “Company” or “Full House”)
included herein reflect all adjustments which are, in the opinion of management, necessary to present fairly the financial position and results of operations for the
interim periods presented.  All such adjustments are of a normal recurring nature. Certain information and note disclosures normally included in financial statements
prepared in accordance with accounting principles generally accepted in the United States of America have been omitted pursuant to the rules and regulations of the
Securities and Exchange Commission.

 



These unaudited condensed consolidated financial statements should be read in conjunction with the consolidated financial statements and notes thereto included in the
Company’s Annual Report on Form 10–KSB for the year ended December 31, 2001.  The results of operations for the period ended March 31, 2002 are not necessarily
indicative of the results to be expected for the year ending December 31, 2002.

 
Consolidation - The unaudited condensed consolidated financial statements include the accounts of the Company and all its majority–owned subsidiaries. Prior to
March 31, 2001, Full House had four joint ventures with GTECH that were accounted for using the equity method.  On March 31, 2001 we purchased GTECH’s 50%
interest in three of these joint ventures which are now wholly-owned by Full House, and accordingly are no longer accounted for using the equity method.  All material
intercompany accounts and transactions have been eliminated.

 
Reclassifications - Certain prior period amounts have been reclassified to conform with the current period presentation.

 
2.             RECENTLY ISSUED ACCOUNTING STANDARDS
 

In July 2001, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting Standard (“SFAS”) No. 141, “Business Combinations”
and SFAS No. 142, “Goodwill and Other Intangible Assets.”  SFAS 141 prohibits the pooling of interests method of accounting for business combinations initiated
after June 30, 2001.  SFAS 142, which was effective for Full House in January 2002, requires, among other things, the discontinuance of goodwill amortization.  In
addition, the standard includes provisions for the reclassification of certain existing intangibles as goodwill, reassessment of the useful lives of existing intangibles, and
ongoing assessments of potential impairment of existing goodwill.

 
In August 2001, the FASB issued SFAS No. 144 "Accounting for the Impairment or Disposal of Long-Lived Assets" which addresses financial accounting and
reporting for the impairment or disposal of long-lived assets and supersedes FASB Statement No. 121, "Accounting for the Impairment of Long-Lived Assets and for
Long-Lived Assets to Be Disposed Of."

 
As of December 31, 2001, our goodwill, net of accumulated amortization, and the carrying value of the Hard Rock licensing and development rights were reduced to
zero.  Other existing intangibles consist of net Gaming Contract Rights of $5,334,839.

 
The Company adopted SFAS 142 and SFAS 144 as of January 1, 2002, and the adoption did not have a material impact on the Company's consolidated financial
statements.

 
In April 2002, the FASB issued SFAS No. 145 “Rescission of SFAS No. 4, 44, and 64,  Amendment of SFAS No. 13, and Technical Corrections.”  The most
significant provisions relate to the rescission of SFAS No. 4, Reporting Gains and Losses from Extinguishment of Debt.  SFAS
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145 also amends other existing authoritative pronouncements to make various technical corrections, clarify meanings, or describe their applicability under changed
conditions.  Generally, SFAS 145 is effective for fiscal years beginning after May 15, 2002, with early application encouraged.  The Company has not yet determined
the impact of SFAS 145 on its financial position and results of operations.

 
3.             JOINT VENTURE ACQUISITION
 

On March 30, 2001, we acquired GTECH’s 50% interest in three joint venture projects that had been equally owned by the two companies: Gaming Entertainment,
LLC, owner of a development agreement continuing through August 2002, with the Coquille Indian Tribe (“Oregon Tribe”), which conducts gaming at The Mill
Casino in Oregon; Gaming Entertainment (Michigan), LLC, owner of a Management Agreement with the Nottawaseppi Huron Band of Potawatomi (“Michigan
Tribe”) to develop and manage a gaming facility near Battle Creek; and Gaming Entertainment (California), LLC, owner of a Management Agreement with the Torres-
Martinez Band of Desert Cahuilla Indians (“California Tribe”) to develop and manage a gaming facility near Palm Springs.

 
The purchase price was $1,800,000, and was funded through our existing credit facility.  As part of this transaction, GTECH extended the due date of our $3,000,000
promissory note from January 25, 2001 until January 25, 2002, with interest at prime.  The note was paid in February 2002.  Also as part of this transaction, GTECH is
no longer required to provide the necessary financing for the two development projects (Michigan and California) that we acquired.  This transaction did not include
our other joint venture with GTECH, Gaming Entertainment (Delaware), LLC, owner of a management agreement continuing through 2011, to manage Midway Slots
& Simulcast in Harrington, Delaware.

 
In addition to the gaming contract rights, we acquired the other 50% interest in a note receivable from the Michigan Tribe in the amount of $396,146.  The excess
purchase price over the fair value of assets acquired was allocated to the gaming contract rights acquired based on the discounted present value of expected future cash
flows.  The excess purchase price of $1,403,854 was allocated as follows:
 

  

Value
Amortization

Term
Michigan contract $ 1,141,682 8.0 years
California contract 182,776 8.0 years
Oregon Contract 79,396 1.4 years

$ 1,403,854
 

As part of the Michigan and California management agreements with the tribes, the Company has advanced funds for tribal operations and the construction of a tribal
community center.  The Company has recorded receivables of $1,052,291 from Michigan and $25,000 from California, attributable to this funding.  The repayment
obligations are dependent on the future profitable operation of the tribes’ gaming enterprises.
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The following summary pro forma results of operations assume that the acquisition occurred as of the beginning of the respective periods ended March 31:
 

 

2001
Operating revenues $ 1,286,680
Income before income taxes 154,997
Net income 32,060
Net loss applicable to common shares (20,440 )
Net loss per common share (0.00 )

 
4.             GAMING CONTRACT RIGHTS
 

As a result of the acquisition from GTECH, the three joint ventures that had previously been accounted for using the equity method are now wholly owned



consolidated entities.  A substantial portion of our investment in these joint ventures was comprised of Michigan gaming rights of $4,155,213 that we acquired in 1995
and contributed to the joint venture.  Now that these are wholly-owned consolidated entities, these rights are reflected in Gaming Contract Rights, along with the rights
acquired in the GTECH acquisition of $1,403,854.

 
Contributed Michigan gaming rights $ 4,155,213
Acquired gaming rights 1,403,854
Less accumulated amortization (224,228 )

Gaming Contract Rights, net (as of March 31, 2002) $ 5,334,839
 

The Michigan and California ventures are in the development stage.  Successfully developing, and ultimately, sustaining profitable operations is dependent on future
events, including appropriate regulatory approvals and adequate market demand. These two ventures have not generated any revenues, and the costs incurred to date
relate to pre-opening expenses such as payroll, legal and consulting.

 
5.             JOINT VENTURE INVESTMENTS
 

Through March 30, 2001 the Company had four joint ventures with GTECH. The Investments in Joint Ventures on the balance sheet now reflects our ownership
interest in only the Delaware LLC.

 
SUMMARY INFORMATION FOR THE THREE MONTH PERIODS ENDED MARCH 31,

 
2002 Delaware Oregon Michigan California
              
Revenues $ 4,768,676 $ — $ — $ —
Income (loss) from operations 1,767,913 — — —
Net income 1,767,913 — — —

 
2001 Delaware Oregon Michigan California

          
Revenues $ 3,964,829 $ 570,137 $ — $ —
Income (loss) from operations 1,443,892 564,734 (197,522 ) (47,360 )
Net income 1,443,892 564,734 (197,522 ) (47,360 )
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6.             LONG - TERM DEBT
 

On February 15, 2002, we entered into an agreement with RAM Entertainment, LLC (“RAM”), a privately held investment company, whereby RAM will acquire a
50% interest in the California and Michigan projects upon receipt by the Huron Potawatomi Tribe of federal approvals for its proposed casino near Battle Creek,
Michigan.  In addition, RAM is to provide the necessary funding for their development.  RAM advanced $2,381,260 to Full House in the form of a loan which bears
interest adjustable daily at prime and requires interest payments monthly.  If the required federal approvals are not received prior to February 15, 2003, and RAM does
not waive the approval requirement, then the principal amount becomes due and RAM shall forfeit its right to any interest in the projects.

 
The proceeds of this loan, together with cash on hand, was used to repay the $3,000,000 GTECH note.

 
7.             SEGMENT INFORMATION
 

Since the joint venture acquisition from GTECH, we now view our business in three primary business segments.  The Operations segment includes the performance of
the Delaware and Oregon projects.  The Development segment includes costs associated with our activities in Michigan, California, and Mississippi.  The Corporate
segment reflects the management and administrative expenses of the business.  The prior year amounts have been reclassified to conform with the current year
presentation.

 
SUMMARY INFORMATION FOR THE THREE MONTHS  ENDED MARCH 31,

 
2002

 
Operations Development Corporate Consolidated

Revenues $ 1,427,992 $ — $ — $ 1,427,992
Development costs — 215,561 — 215,561
Income (loss) from operations 1,413,981 (256,951 ) (413,559 ) 743,471
Net income (loss) 868,663 (183,660 ) (270,914 ) 414,089

 
2001

 
Operations Development Corporate Consolidated

Revenues $ 1,004,313 $ — $ — $ 1,004,313
Development costs — 372,441 — 372,441
Income (loss) from operations 962,124 (456,819 ) (404,319 ) 100,986
Net income (loss) 505,070 (287,124 ) (264,708 ) (46,762 )
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Item 2.    Management’s Discussion and Analysis of Financial Condition and Results of Operations.
 
Results of Operations
 
First Quarter Ended March 31, 2002 Compared to First Quarter Ended March 31, 2001
 

Revenues.  As a result of the acquisition of GTECH’s interest in three joint venture projects (Oregon, Michigan and California), our classification of revenues is not
directly comparable to prior periods. The revenues related to our Delaware contract continue to be reported as joint venture revenue, but as of March  31, 2001, the revenue
related to the Oregon contract is reported as management fees.



 
Total operating revenues increased $423,679, or 42% from the prior year period. This increase is due to improved performance in Delaware and the acquisition of the

additional 50% interest in the Oregon joint venture.
 

Delaware Joint Venture.  Our share of income from the Delaware joint venture was $883,957 for the first quarter ended March 31, 2002, compared to $721,946 in
the prior year.  This $162,011 increase is primarily the result of continued market improvement coupled with an increase in gaming devices.  Midway Slots now operates
approximately 1,270 machines, compared to 1,150 last year.
 

Oregon.  Our management fees from the Oregon contract were $544,035 compared to joint venture revenue of $282,367 in the prior year period.  This increase
primarily reflects the increase in our ownership percentage.  A slight increase in gaming revenues at the property was more than offset by the reduction in the management fee
structure from 11% of revenue to 10%, in accordance with the management agreement.  This agreement will expire in August 2002, and no further fees will be paid.
 

Cost and Expenses.  As a result of our acquisition of GTECH’s interest in three joint venture projects, our classification of expenses is not directly comparable to
prior periods.  The expenses related to our California and Michigan projects, which had been reported as joint venture pre-opening costs, as of March  31, 2001, are reported
as development costs.
 

Pre-opening and Development.  Total development related costs (joint venture pre-opening costs and development costs) for the California and Michigan projects
were $215,561 during the first quarter of 2002, compared to $122,441 for the prior year.  The majority of these costs were due to increased activities related to the Michigan
venture with the Huron Potawatomi Tribe in Battle Creek.  These costs were primarily for legal and consulting fees to assist the Tribe in obtaining suitable land and complying
with the requirements of the Indian Gaming Regulatory Act, as well as land option payments
 

We expensed $250,000 in the first quarter of 2001 related to the expiration of a land purchase option in Biloxi, Mississippi that we chose not to exercise or renew.
 

General and Administrative Expenses.   Expenses for the three months ended March 31, 2002 increased $10,279 as compared to the comparable period in 2001. 
This increase is primarily due to increased payroll expenses resulting from staffing changes to accommodate the increased ownership of our development projects.
 

Depreciation and Amortization.  The $60,457 expense is comprised of depreciation of fixtures and equipment in the amount of $5,056 and amortization of the
Gaming Rights acquired in the GTECH acquisition in the amount of $55,401.  The prior year amount included $6,095 of depreciation and $126,567 of goodwill amortization. 
This goodwill was fully amortized as of September  30, 2001.

 
10

 
Interest Expense.  Interest expense decreased by $17,085 primarily as a result of lower interest rates.

 
Interest and Other Income.  Interest and other income was comparable to the prior year period and results primarily from interest on invested cash balances.

 
Income Tax Provision.   Income tax expense was $280,841. The effective tax rate reflects state taxes on joint venture earnings combined with the tax effect of non-

deductible amortization expenses.  As a result of increased earnings and the elimination of goodwill, the effective tax rate for the current quarter was approximately 40%.
 

Liquidity and Capital Resources
 

At March 31, 2002, we had cash and cash equivalents of $465,065.  For the three months ended March 31, 2002, cash of $292,112 was provided by operating
activities, as compared to $239,310 used by operations in the prior year period.  This change is primarily due to advances and distributions from the joint ventures, coupled
with the change in our ownership percentage in the Oregon LLC.  Net cash used in investing activities was $75,725, primarily for advances to the Michigan tribe, compared to
using $1,800,000 for the GTECH acquisition transaction in the prior year.  Financing activities used $618,740 during the current quarter reflecting the $3,000,000 repayment
of the GTECH note and the receipt of a $2,381,260 advance under the RAM note. In the prior period, a $1,800,000 bank line draw was used to close the GTECH acquisition. 
There was a net decrease in cash and cash equivalents of $402,354 during the first quarter of 2002.
 

In 1998, we obtained a $2,000,000 line of credit with Coast Community Bank of Mississippi with an initial maturity date of February  25, 1999.  We have renewed
this line on an annual basis, and in February 2002, the renewal also reduced the availability to $1,000,000.  The line bears interest adjustable daily at one-half percent above
prime (5.25% at March 31, 2002) and requires interest payments monthly on the outstanding balance with all principal and accrued interest due at maturity on February  25,
2003.  At March  31, 2002, $600,000 was outstanding on the bank line.
 

Full House was a party to a series of agreements with GTECH Corporation, a leading supplier of computerized systems and services for government-authorized
lotteries, to jointly pursue certain gaming opportunities.  Pursuant to the agreements, joint venture companies equally owned by GTECH and Full House were formed.  Full
House contributed its rights to the North Bend, Oregon facility and the rights to develop the Torres Martinez, Nottawaseppi Huron Band of Potawatomi and Delaware State
Fair projects to the joint venture companies.  GTECH contributed cash and other intangible assets and agreed to loan the joint venture entities up to $16.4 million to complete
the North Bend, Oregon and Delaware facilities.  Full House agreed to guarantee one-half of the obligations of the joint venture companies to GTECH under these loans, all of
which have been repaid. GTECH also provided project management, technology and other expertise to analyze and develop/manage the implementation of opportunities
developed by the joint venture entities.  GTECH also loaned Full House $3.0 million, which loan was convertible into 600,000 shares of Full House Common Stock.  The loan
conversion clause expired without exercise.  In addition, Full House has been reimbursed by one of the joint venture companies for certain advances and expenditures made by
Full House relating to the gaming development agreements.  As part of this transaction, Allen  E. Paulson, William  P. McComas and Lee Iacocca granted to GTECH an
option, which expired December  29, 2000, to purchase their shares should they propose to transfer them.    The parties are no longer required to present gaming opportunities
to the other for joint development.
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On March  30, 2001, we acquired GTECH’s 50% interest in three joint venture projects that had been equally owned by the two companies: Gaming Entertainment,

LLC, Gaming Entertainment (Michigan), LLC, and Gaming Entertainment (California), LLC.  The purchase price was $1.8 million, and was funded through Full House’s
existing credit facility.  As part of this transaction, GTECH extended the due date of our $3.0 million promissory note until January  25, 2002, with interest at prime.  This
note was paid in February 2002.
 

On February 15, 2002, we entered into an agreement with RAM Entertainment, LLC (“RAM”), a privately held investment company, whereby RAM will acquire a
50% interest in the California and Michigan projects upon receipt by the Huron Potawatomi Tribe of federal approvals for its proposed casino near Battle Creek, Michigan.  In
addition, RAM is to provide the necessary funding for their development.  RAM advanced $2,381,260 to Full House in the form of a loan which bears interest adjustable daily
at prime and requires interest payments monthly (4.75% at March 31, 2002.).  If the required federal approvals are not received prior to February 15, 2003, and RAM does not
waive the approval requirement, then the principal amount becomes due and RAM shall forfeit its right to any interest in the projects.
 

As a result of our agreement with GTECH, receipt by Full House of revenues from the Delaware venture is governed by the terms of the joint venture agreement. 
The contract provides that net cash flow (after certain deductions) is to be distributed monthly to Full House and GTECH.  While Full House does not believe that this
arrangement will adversely impact its liquidity, our continuing cash flow is dependent on the operating performance of this joint venture, and the ability to receive monthly



distributions.
 

As a result of the agreement with RAM, development funding cash needs for the Michigan project will be primarily provided by RAM. Therefore, our future cash
needs will primarily be to fund general and administrative expenses.  The Oregon contract will expire in August of 2002, leaving the Delaware joint venture as our sole source
of operating cash thereafter.  We believe that adequate financial resources will be available to execute our current business plans.
 

As part of the Michigan and California management agreements with the tribes, we have advanced funds for tribal operations and the construction of a tribal
community center.  The Receivable is attributable to this funding, and the repayment obligation is dependent on the future profitable operation of the tribes’ gaming
enterprises.  In August 2001, we received a notice from the Torres-Martinez Tribe in California purporting to sever our relationship.  We are in the process of discussing an
appropriate resolution of this matter that includes reimbursement for costs that we incurred on their behalf.  The Receivable on the balance sheet includes a $25,000 advance
due from Torres-Martinez Tribe, and Gaming Contract Rights includes approximately $170,000 attributable to this contact.  We have incurred an aggregate of approximately
$1 million, including interest, on behalf of Torres-Martinez Tribe.  We believe that the balance sheet amounts are recoverable based upon the expressed intentions of Torres-
Martinez Tribe, as well as the contractual rights that we continue to hold.
 

In November 1998, we executed a series of agreements with Hard Rock related to the proposed development project in Biloxi, Mississippi.  Pursuant to a licensing
agreement, Full House has the right to develop and operate a Hard Rock Casino in Biloxi.  We paid a territory fee of $2,000,000.  In September 1998, Full House and Allen  E.
Paulson formed a limited liability company, equally owned, for the purpose of developing this project.  Mr. Paulson agreed to contribute a gaming vessel (the former Treasure
Bay barge in Tunica, MS.), and we agreed to contribute our rights to the Hard Rock agreements.  In June 2001, we agreed to dissolve this company with each party retaining
their respective rights and assets.
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In September 2001, our discussions with potential partners concluded with no agreements.  Based upon the timing requirements in our agreements with Hard Rock,

and the current conditions in the tourism industry we do not reasonably expect to be able to develop this project as planned.  As a result of these circumstances, we have
reviewed the carrying values of our Mississippi investments and recorded an Impairment provision of $4,593,800.
 

Contractual Obligations
 

The following table summarizes our contractual obligations as of March 31, 2002:
 

 

Payments Due by Period
Total 2002 2003 2004 Thereafter

Long term debt $ 2,981,260 $ 2,981,260 $ — $ — $ —
Operating leases 175,890 26,383 35,178 35,178 79,151

Total $ 3,157,150 $ 3,007,643 $ 35,178 $ 35,178 $ 79,151
 

As of March 31, 2002, we had cumulative undeclared and unpaid dividends in the amount of $2,047,500 on the 700,000 outstanding shares of our 1992–1 Preferred
Stock.  Such dividends are cumulative whether or not declared, and are currently in arrears.
 

Quantitative Disclosure About Market Risk.  Market risk is the risk of loss from changes in market rates or prices, such as interest rates and commodity prices. 
We are exposed to market risk in the form of changes in interest rates and the potential impact such changes may have on our variable rate debt.  We have not invested in
derivative based financial instruments.
 

Recent Accounting Pronouncements.  In July 2001, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting Standard
(“SFAS”) No.  141, “Business Combinations” and SFAS No.  142, “Goodwill and Other Intangible Assets.”  SFAS  141 prohibits the pooling of interests method of
accounting for business combinations initiated after June  30, 2001.  SFAS 142, which was effective for Full House in January 2002, requires, among other things, the
discontinuance of goodwill amortization.  In addition, the standard includes provisions for the reclassification of certain existing intangibles as goodwill, reassessment of the
useful lives of existing intangibles, and ongoing assessments of potential impairment of existing goodwill.
 

In August 2001, the FASB issued SFAS No. 144 "Accounting for the Impairment or Disposal of Long-Lived Assets" which addresses financial accounting and
reporting for the impairment or disposal of long-lived assets and supersedes FASB Statement No. 121, "Accounting for the Impairment of Long-Lived Assets and for Long-
Lived Assets to Be Disposed Of."
 

As of December  31, 2001, our goodwill, net of accumulated amortization, and the carrying value of the Hard Rock licensing and development rights were reduced to
zero.  Other existing intangibles consist of net Gaming Contract Rights of $5,334,839.
 

The Company adopted SFAS 142 and SFAS 144 as of January 1, 2002, and the adoption did not have a material impact on the Company's consolidated financial
statements.
 

In April 2002, the FASB issued SFAS No. 145 “Rescission of SFAS No. 4, 44, and 64, Amendment of SFAS No. 13, and Technical Corrections.”  The most
significant provisions relate to the rescission of SFAS No. 4, Reporting Gains and Losses from Extinguishment of Debt.  SFAS 145 also amends other existing authoritative
pronouncements to make various technical corrections, clarify meanings, or describe their applicability under changed conditions.  Generally, SFAS 145 is effective for fiscal
years beginning after May 15, 2002, with early application encouraged.  The Company has not yet determined the impact of SFAS 145 on its financial position and results of
operations.
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PART II – OTHER INFORMATION

 
Item 1.  Legal Proceedings
 

The Securities Exchange Commission staff has decided not to recommend to the Commission that any charges be filed against Gregg Giuffria, a former president of
Full House, in connection with their investigation of his ownership and trading in the stock of the Company.  It is our understanding that the investigation has been
concluded without the filing of any charges and without any settlement of charges.

 
Item 3.  Defaults upon Senior Securities
 

As of March 31, 2002, cumulative dividends were $2,047,500, which were undeclared, unpaid and were in arrears, with respect to the Company’s Series 1992–1
Preferred Stock, which class ranks prior to the Company’s Common Stock with regard to dividend and liquidation rights.

 



Item 6.  Exhibits and Reports on Form 8-K
 

(a)           Exhibits.
 

10.56                     Investor Agreement by and between Full House Resorts, Inc. and RAM Entertainment, LLC, dated February 15, 2002.
 

(b)           Reports on Form 8–K;
None

 
SIGNATURES

 
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the Company has duly caused this report to be signed on its behalf by the

undersigned, thereunto duly authorized.
 

FULL HOUSE RESORTS, INC.
 
Date:  May 11, 2002
 

By: /s/  MICHAEL P. SHAUNNESSY
Michael P. Shaunnessy, Executive V. P.
and  Chief Financial Officer
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EXHIBIT 10.56
 

INVESTOR AGREEMENT
 

This AGREEMENT is dated as of February 15, 2002, by and between FULL HOUSE RESORTS, INC. (“Full House”), a Delaware corporation with an
address at 2300 West Sahara Avenue, Suite 450, Las Vegas, Nevada 89102, (“Full House”) and RAM ENTERTAINMENT, LLC, a Nevada limited liability company
with an address at c/o Mark Knobel, 165 W. Liberty Street, #210, Reno, Nevada 89501 (“Investor”)(Full House and Investor are collectively referred to herein as
the “Parties” and sometimes individually as the “Party”).
 

W I T N E S S E T H:
 

WHEREAS, Full House is the sole owner (through its wholly-owned affiliates GAMING ENTERTAINMENT (Michigan) LLC and GAMING
ENTERTAINMENT (California) LLC) of certain Management Agreements executed by and between it and the Nottawaseppi Huron Potawatomi Tribe and the
Torres Martinez Tribe (the “Tribes”), granting it the opportunity to develop, finance, and manage an Indian Gaming Facility for each Tribe (“Development
Opportunities”), as well as owner of other various agreements and work undertaken  in connection therewith;
 

WHEREAS, Full House is seeking an investor to help provide the infrastructure, financing and expertise to analyze, develop and manage certain aspects of
these Development Opportunities;
 

WHEREAS, RAM ENTERTAINMENT, LLC is desirous of contracting with Full House to be that Investor;
 

NOW, THEREFORE, in consideration of the mutual covenants and agreements set forth herein, and for other good and valuable consideration the receipt
and adequacy of which are hereby acknowledged, the Parties hereby agree as follows:
 

ARTICLE I
CERTAIN DEFINED TERMS

 
“Affiliate” means with respect to a specified Party, any entity that directly or indirectly controls, is controlled by, or is under common control with, the

specified Party.  As used in this definition, the term “control” means the possession, directly or indirectly, of the power to direct or cause the direction of the
management and policies of an entity, whether through ownership of voting securities, by contract or otherwise.

 
 

 
“Ancillary Opportunities” means real estate development opportunities such as opportunities to develop hotels and non-gaming recreational facilities,

which are ancillary to the Development Opportunities.
 

“Business Day” means any day other than a Saturday, Sunday or day on which commercial banking institutions are authorized by law to be closed in Las
Vegas, Nevada.
 

“Closing Date” refers to such date or dates as the Parties mutually agree upon.
 

“Confidential Information” means all information which is disclosed to or otherwise acquired by a Party hereto, under or in connection with the
performance by a Party of its obligations under this Agreement, which relates to the other Party hereto and/or its business, products and services. Confidential
Information does not include information which is:  (i) in the public domain; (ii) already known to the party to whom it is disclosed (hereinafter “Recipient”) at the
time of such disclosure as documented by records in its possession prior to such disclosure; (iii) subsequently received by Recipient in good faith from a third party
having prior right to make such subsequent disclosure; (iv) independently developed by Recipient without use of the information disclosed pursuant to this
Agreement; (v) approved in writing for unrestricted release of unrestricted disclosure by the party owning or disclosing the information (hereinafter “Discloser”);
or (vi) produced or disclosed pursuant to applicable laws, regulations or court order, provided the Recipient has given the Discloser written notice of such request
such that the Discloser has an opportunity to defend, limit or protect such production or disclosure.
 

“Full House Financing Obligation” shall mean Full House’s fifty percent (50%) of the amounts that the Parties are required to provide to GEC and GEM,
pursuant to Section 4.1 below, to fund the requirements of the Development Opportunities and of the Project Development Budget.
 

“GEC” means GAMING ENTERTAINMENT (California) LLC, a limited liability company organized under the laws of the State of Delaware and a
wholly-owned subsidiary of Full House and party to certain gaming Management Agreements executed by and between it and the Torres Martinez Tribe.
 

“GEC LLC Agreement” means the agreement governing the formation and operation of GEC, a copy of which is attached as Exhibit A hereto.
 

“GEM” means GAMING ENTERTAINMENT (Michigan) LLC, a limited liability company organized under the laws of the State of Delaware and a
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wholly-owned subsidiary of Full House and party to certain gaming Management Agreements executed by and between it and the Nottawaseppi Huron Potawatomi
Tribe.

 
“GEM LLC Agreement” means the amended and restated LLC agreement governing the formation and operation of GEM, a copy of which is attached as

Exhibit B hereto.
 

“Indian Gaming Facility” means a facility located in Indian Lands (as defined in the LLC Agreement) in which it is lawful to conduct Class II or Class III
gaming, as such terms are defined in the Indian Gaming Regulatory Act, as amended (25 U.S.C. § 2701 et seq.).
 

“Investor Loans” includes the Temporary Loan and any other funds advanced or loaned by Investor to GEM or GEC, as well as amounts loaned by
Investor to GEC and GEM to fund the Full House Financing Obligation, as described at Section 5.2 below, which are repaid as set forth at Article V below.
 

“In-House Project Personnel” means employees of a Party or its Affiliates (other than an LLC) who perform services in connection with a project.
 

“Management Agreement” includes the Second Amended and Restated Management Agreement between the Tribe and GEM and the Temporary Gaming
Facility Management Agreement between the Tribe and GEM.
 

“Management Committee” refers to the individuals responsible, pursuant to the GEC LLC and GEM LLC Agreements, for the management of GEC and
GEM, and who are appointed by the Members as set forth herein.



 
“Material Breach” means any action with respect to the business of GEM, LLC, which constitutes (i) fraud, embezzlement, misappropriation, dishonesty

or breach of trust; (ii) a felony or any action involving moral turpitude; (iii) a material breach or violation of any or all of the covenants, agreements and obligations
set forth in this Agreement (including without limitation a willful or knowing failure or refusal to perform any or all material duties and responsibilities — including
in particular all financing responsibilities — in this Agreement or in the GEM LLC Agreement) which remains uncured for a period of fifteen (15) days after
written notice to cure the action or inaction specified therein.
 

“Outside Project Personnel” means non-employee professionals, contractors or agents who are retained by a Party or its Affiliates (other than
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an LLC) to perform services in connection with the Development Opportunities.

 
“Prime” shall mean the prime rate charged by Bank of America, New York.

 
“Project Development Budget” shall have the meaning set forth in Article III hereof.

 
“Site” means the prospective location for the Tribe’s proposed Indian Gaming Facility, which is further described in the fee-to-trust application filed by

the Tribe with, and currently pending before, the Bureau of Indian Affairs.
 

“Temporary Loan” means the funds required to develop the Temporary Facility on the Site as defined in the Management Agreements.
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ARTICLE II

ADMISSION OF INVESTOR TO LLC’s
 

Section 2.1  Admission of Investor.  Upon execution of this Agreement, Investor shall be admitted to GEC and GEM as a Member with 50% of the
ownership interest therein, and having the rights and responsibilities set forth here and in the GEC and GEM LLC Agreements, which shall be or have been
amended to the extent necessary to reflect the terms of this Agreement.  Of even date  herewith, the Parties have entered into an Amended and Restated Limited
Liability Company Agreement of GEM, pursuant to this Investor Agreement; in the event of any conflict between the terms of this Investor Agreement and the
provisions contained therein, the terms of this Investor Agreement shall be controlling.
 

Section 2.2  Initial Loan by Investor to Full House.  Immediately upon execution of this agreement, Investor shall loan to Full House the sum of Two Million
Three Hundred Eighty One Thousand Two Hundred Sixty Dollars ($2,381,260) (the “Initial Loan”) pursuant to a promissory note attached as Exhibit C (“Note”),
which Note shall be secured by a Security Agreement attached hereto as Exhibit D (“Security Agreement”).  The Initial Loan shall be paid pursuant to the terms of
the Note and be due and payable one year from receipt by Full House of the full amount of the Initial Loan proceeds.  Notwithstanding the foregoing, in the event
that both of the two events described at subparagraphs (a) and (b) of this Section 2.2 (collectively, the “Investor Contingencies”) occurs prior to that date, then the
Initial Loan shall be deemed to be paid in full, and Investor shall be credited with a capital contribution to GEM in the amount of Two Million Dollars ($2,000,000)
and with the sum of Three Hundred Eighty One Thousand Two Hundred Sixty ($381,260) as part of its Temporary Loan to GEM.
 

Notwithstanding anything contained herein to the contrary, the Parties acknowledge that the capital contribution of Full House shall, as of the date that
Investor is credited with the $2,000,000 capital contribution described in the foregoing sentence, also be deemed to be $2,000,000.
 

(a)                                  Federal approval of the currently-pending fee-to-trust application filed by the Nottawaseppi Huron Band of Potawatomi in Michigan, in connection
with their proposed Site for construction of their Indian Gaming Facility; and

 
(b)           Federal approval of a Class III Management Agreement that has been executed by the Tribe.
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Investor may waive any one or more of the Investor Contingencies.  In the event that both Investor Contingencies fail to occur prior to the due date of the

Initial Loan (which due date, according to its terms, shall be the first anniversary of the execution date of the Note given in connection therewith) or are not waived
by Investor, then the Initial Loan shall be payable in full and Investor shall forfeit its interest in GEM.

 
Notwithstanding anything to the contrary contained herein, the Parties shall, based upon an equitable tax treatment of the transaction, treat the

transaction whereby the Initial Loan is deemed to be paid in full upon the happening (or waiver) of the Investor Contingencies, as
 

(i)                                    an acquisition by Investor of one half of Full House’s interest in GEM, or
 

(ii)                                a capital contribution by Investor to GEM, followed by a distribution of $2 million to Full House,
 
as well as an Investor Loan to GEM in the amount $381,260.
 

Section 2.3  Special Distribution of Profits to Investor.  After the Investor Contingencies have been met, GEM profits shall be divided equally between the
Members except as set forth in Section 5.4 below.  However, a priority distribution of the first $2 million of any distributions from GEM shall be paid out to
Investor, and the second $2 million of distributions from GEM shall be paid out to Full House, as a repayment of their respective capital contributions to GEM. 
Notwithstanding the foregoing, GEM shall not make any distribution or payment to Full House or an affiliate prior to making  the $2,000,000 priority distribution
to Investor.
 

Section 2.4  Management Committee.  The Management Committee will consist of three members. One member appointed by Full House, one member
appointed by Investor, and the third member will be appointed by the Investor so long as the Initial Loan or any Investor Loans remain unpaid; thereafter, the
third member will be appointed jointly by the Members.
 

Section 2.5  Failure of Investor Contingencies.  Notwithstanding provisions herein to the contrary, in the event that both Investor Contingencies fail to
occur within one year from Full House’s receipt of the proceeds of the Initial Loan, and Investor has not waived any unfulfilled Investor Contingency, so that the
Investor is credited with the capital
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contribution as stated above at Section 2.2, then Investor shall cease to be a member of GEM and of GEC.
 

ARTICLE III
PURPOSE AND BUSINESS DEVELOPMENT PROCESS

 
Section 3.1  Purpose.  The Parties agree that they shall, through their participation in GEC and GEM, jointly pursue the Development Opportunities with a

view to develop, finance, and manage Indian Gaming Facilities for the Tribes.
 

Section 3.2  Huron Potawatomi Development Opportunity. The Parties agree that they will develop and operate the Huron Potawatomi Development
Opportunity in accordance with the terms of the GEM LLC Agreement, as amended pursuant to this Agreement. Each Party agrees to devote to GEM such
resources as are reasonably necessary to develop and manage this Development Opportunity. The Parties shall agree upon a timeline documenting target dates
respecting:  (i) the creation of a Project Development Budget (as defined in Article III hereof); (ii) the securing of necessary permits and approvals; and (iii) the
securing of third party financing.  All expenses related to this Development Opportunity shall be incurred in accordance with the Project Development Budget and
borne equally by the Parties, but funded as set forth herein below.  Except as otherwise agreed between the Parties, no Party shall enter into any material third
party agreement without the consent of the Other Party.  The Parties shall work together on this Development Opportunity in accordance with its Project
Development Budget and all related expenses shall be incurred in accordance with the Project Development Budget and paid by GEM.
 

Section 3.3  Licenses.  The Parties acknowledge that the business activities of GEC and GEM will require GEC, GEM and the Parties (and/or their
Affiliates) to obtain various gaming licenses and approvals (the “Licenses”).  Each Party hereby agrees to use its best efforts to obtain such Licenses (and to cause
any of its Affiliates required to obtain License to use its best efforts) in as short a time period as reasonably practicable (but no later than 30 days after receipt of a
written request for submission), including submission of all required applications and response to all requests for information from a licensing agency.  In the event
that a Party is advised that a required license will not be issued to it or its Affiliate(s) or that such license will only be issued upon terms which the Party reasonably
deems unacceptable, such Party (the “Notifying Party”) shall provide immediate notice to the other Party whereupon the Notifying Party shall transfer its
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interest in GEC and GEM to the other party, and shall receive as sole consideration there for, re-payment of its capital account from funds generated by the
operation of the LLC from which it has withdrawn.  Notwithstanding anything to the contrary expressed or implied in this Investor Agreement or in the Amended
Operating Agreement of GEC or GEM, the sale, assignment, transfer, pledge or other disposition of any interest in GEC or GEM after it is licensed by the NIGC is
ineffective unless approved in advance by the NIGC.  If at any time the NIGC finds that a Party which owns any such interest is unsuitable to hold that interest, the
NIGC shall immediately notify the Company of that fact.  The Company shall, within 10 days from the date that it receives the notice from the NIGC, return to the
unsuitable Party the amount of his capital account as reflected on the books of the Company.  Beginning on the date when the NIGC serves notice of determination
of unsuitability, pursuant to the preceding sentence, upon the Company, it is unlawful for the unsuitable Party:  (a) to receive any share of the distribution of profits
or cash or any other property of, or payment upon dissolution of the Company, other than a return of capital as required above; (b) to exercise directly or through
a trustee or nominee, any voting right conferred by such interest; (c) to participate in the management of the business and affairs of the limited-liability Company;
or (d) to receive any remuneration in any form from the Company, for services rendered or otherwise.
 

Section 3.4  Torres Martinez Development Opportunity.  The Parties acknowledge that the Torres Martinez Tribe has sent notification of its intent to
abrogate the Management Agreement with GEC.  The Parties will jointly pursue a recovery of the costs incurred for this project.  In the event that either of the
Parties, or their affiliates, determines to pursue possible re-engagement or a new agreement with this Tribe, then it shall do so through GEC and the financing for
GEC shall be made upon terms reasonably similar to those set forth herein regarding the financing for GEM.  If Investor, in its sole discretion, declines to provide
financing for GEC upon terms reasonably similar to those herein upon which it provides financing to GEM, then  Investor shall cease to be a Member of GEC and
shall transfer its interest in GEC to Full House.
 

ARTICLE IV
BUDGETS & EXPENDITURES

 
Section 4.1  Project Development Budget.  The Parties shall develop a budget for Huron Potawatomi Development Opportunity (the “Project Development

Budget”) for the period commencing immediately and ending
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upon the date that the facility is budgeted to be generating cash flow sufficient to cover its expenses. The Project Development Budget must be approved by both
Parties. The Parties and/or their Affiliates shall be entitled to reimbursement for all costs incurred which are in accordance with the Project Development Budget.
Any reimbursements made pursuant to this Article III shall be made within 30 days after each Party (or each Member) has reviewed and approved supporting
documentation submitted by the Party or Member seeking reimbursement.  Notwithstanding anything contained herein to the contrary, reimbursement to a Party
for the out-of-pocket expenses and costs of In-House and outside Project Personnel must be approved by both Parties.
 

Section 4.2  Personnel.  Unless expressly permitted in the Project Development Budget, each Party and their respective Affiliates shall bear the costs of
their respective executive and/or key personnel, including their travel and related expenses, incurred in connection with the Development Opportunities. It is hereby
agreed by the Parties that each will cause GEM to use its best efforts to so structure the contractual arrangements with the Tribe, in a manner that will permit the
Parties’ out-of-pocket expenses as well as costs of their In-House Project Personnel and Outside Project Personnel, which may be incurred or utilized in accordance
with the Project Development Budget, to be reimbursed.
 

Section 4.3  Variations from Budget.  Any variations (either individually or in the aggregate for related expenses) from an approved Budget will require
further approval from each of the Parties should they be in excess of the lesser of (i) 10% of the originally approved amount, or (ii) $50,000 in excess of the
originally approved amount.
 

Section 4.4  GEM Project Manager.  The salary of the GEM Project Manager shall be bourne by Full House until the Investor Contingencies are met;
thereafter, the salary of the GEM Project Manager shall be bourne by GEM.
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ARTICLE V

FINANCING RESPONSIBILITIES



 
Section 5.1  Funding of GEM.  The Parties agree that it is their intent to cause GEM to develop the Huron Potawatomi Development Opportunity with

non-recourse financing, and they agree that each will use commercially-reasonable efforts to obtain, for GEM, the maximum amount of non-recourse financing for
the project.  In the event that the Management Committee of GEM determines that such financing is either not fully-available or is not fully-available on acceptable
terms (such a determination being hereinafter referred to as “Unavailable Financing”), Full House and Investor shall each be responsible to provide, as loans to
GEM, fifty percent of the additional funds needed to pursue the Development Opportunity in accordance with the approved Project Development Budget. 
Although each of Full House and Investor is responsible to provide to GEM fifty percent of such additional funds, those funds shall be loaned solely by Investor,
upon the terms set forth in the GEM Management Agreements and shall be secured by the assets of GEM.
 

Section 5.2  Investor Loans to GEM.  The Parties intend that, to the extent possible, all expenditures which GEM is required to make in connection with
the Development Opportunity will be made from the proceeds of non-recourse, third party loans to GEM.  To the extent that Unavailable Financing occurs,
Investor shall, commencing upon execution of this Agreement, loan to GEM, upon the terms set forth in the GEM Management Agreements, all costs and expenses
appropriate solely for the purposes of developing the Development Opportunity (the “Investor Loans”).
 

Section 5.3  Repayment of Investor Loans.  The Parties intend that, to the extent possible, all expenditures which GEM is required to make for this project
will be loans from GEM to the Tribe and will be repaid by the Tribe to GEM in accordance with the terms of the Tribal loan documents and Management
Agreements.
 

To the extent that any of the Investor Loans to GEM is included in the Tribal loan documents as a loan from GEM to the Tribe, then GEM shall repay the
Investor Loans upon all of the same terms as the Tribe repays its loan to GEM as provided in the Management Agreements executed between GEM and the Tribe;
and
 

To the extent that any of the Investor Loans to GEM is not included (“Non-included Amount”), then such Non-included Amount shall be repaid to
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the Investor by GEM commencing upon GEM’s receipt of revenues from gaming operations at the Tribe’s Indian Gaming Facility, at an interest rate of Prime plus
1%.
 

Section 5.4  Special Allocation of Profits to Investor.  In the event that, within the earlier of 24 months from the date of the first advance of an Investor
Loan, or 12 months from the date that the Tribe’s Indian Gaming Facility commences receipt of gaming revenue from its patrons, GEM has failed to repay the
Investor Loans then the following shall apply:
 

Investor shall be entitled to receive 22.5% of the profits of GEM which would otherwise be allocable to Full House; provided however, that Investor shall
cease to be entitled to said special allocation at such time as all Investor Loans have been repaid by GEM or at its sole discretion, by Full House.
 

Section 5.5  Additional Limitations on Distributions.  Notwithstanding any provision to the contrary contained in this Agreement, the Company shall not
make any distribution if such distribution would violate federal or state law.
 

Section 5.6  Additional Provisions Regarding Investor Loans.  A default of the Investor Loan shall occur upon the failure of GEM to timely make any
payment to Investor, as set forth herein.
 

The maturity date of the Temporary Loan shall be the earlier of the fourth (4th) anniversary of the date that the Investor Contingencies are satisfied or the
second anniversary of the date that Class III gaming commences at the Indian Gaming Facility.  In the event that the Temporary  Loan is not fully paid to Investor
by the maturity date of the Temporary Loan, then Full House shall unconditionally pay to Investor, within ninety (90) days of written demand by Investor, half of
the outstanding principal balance plus all unpaid interest accrued on half of the outstanding principal.  In the event that (i) a default of any Investor Loan occurs or
(ii) less than all of the Investor Loan is timely paid by GEM, then Full House shall pay to Investor up to fifty percent (50%) of any outstanding principal balance
plus all unpaid interest thereon within ninety (90) days of written demand of Investor.
 

The Temporary Loan shall be secured by the assets of GEM pursuant to the terms of a Security Agreement in form acceptable to Investor’s counsel.
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As an inducement to Investor to loan the funds on behalf of Full House, to develop the Development Project and for other valuable consideration, Full

House personally guarantees the repayment of half of the Investor Loans. The maximum amount which Investor will have to advance under the Temporary Loan
shall be $12,500,000. Investor shall only lend funds as provided in the Budget.
 

If the Temporary Loan has not been fully-repaid to Investor by its maturity date, or any management fees due from Tribe to GEM are in arrears, then
Investor shall not be obligated to lend any further funds pursuant to the Investor or LLC Agreements.
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ARTICLE VI

CONFIDENTIALITY AND PRESS RELEASES
 

Section 6.1  Confidentiality.  The Parties acknowledge that in connection with the performance of their obligations under this Agreement, it may be
necessary and convenient for Investor to disclose and make available to Full House information relating to Investor and/or its business, products and services; and
that it may be necessary and convenient for Full House to disclose and make available to Investor, information relating to Full House and/or its business, products
and services.
 

Except as necessary to perform pursuant to this Agreement, each recipient (the “Recipient”) shall never use or duplicate any Confidential Information, and
shall keep confidential and never disclose any Confidential Information unless the discloser (the “Discloser”) has, in its sole discretion, previously and expressly
consented to such use, duplication or disclosure in writing.  Each Recipient may disclose such Confidential Information to those principals, agents and employees of
Recipient whose knowledge is necessary for the performance by a Party of its obligations under this Agreement provided that all such principals, agents and
employees shall be advised of their obligations to protect Discloser’s interests, which obligations shall be identical to Recipient’s under this Agreement.  The Parties
acknowledge and agree that:
 

(A)          All Confidential Information disclosed by or belonging to Investor is and shall remain the exclusive and valuable property of Investor and all



Confidential Information disclosed by or belonging to Full House is and shall remain the exclusive and valuable property of Full House;
 

(B)          The Recipient does not hereby obtain any license or other interest in or to Confidential Information of the Discloser or the subjects thereof; and
 

(C)          Upon the completion of any dealing between the Parties, each Recipient shall promptly deliver to Discloser all products, components and equipment
provided by Discloser as well as all records or other things in any media containing or embodying Discloser’s Confidential Information within its possession
or control which were delivered or made available to each Recipient during or in connection with any dealing between the Parties, including any copies
thereof.
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The Parties further acknowledge and agree that the restrictions on the use, duplication and disclosure of the other Party’s Confidential Information set

forth herein are reasonable to protect the latter’s business interests.
 

Section 6.2  Press Releases.  The Parties agree not to issue any press or other releases with respect to an LLC without the prior approval of the other
Party.  In the event that upon the advice of securities counsel a Party believes that it must issue a press or other release, such Party shall submit a draft of the
proposal release to the other Party.  The Parties will attempt within two business days to agree on the context of the release before it is issued.
 

ARTICLE VII
CONDITIONS TO THE OBLIGATIONS OF THE PARTIES

 
Section 7.1  Conditions to the obligations of the Parties.  The obligations of the Parties under this Agreement are subject to the satisfaction, on or before the

Closing Date, of the following conditions:
 

(A)          Investor Representations and Warranties.  Representations and warranties by Investor set forth below are true, complete and correct as of the
Closing Date.

 
(B)          Full House Representations and Warranties.  Representations and warranties by Full House set forth below are true, correct and complete as of the
Closing Date.

 
ARTICLE VIII

REPRESENTATIONS AND WARRANTIES
 

Each of the representations and warranties contained in this Article VIII shall survive the admission of Investor to GEM and GEC.
 

Section 8.1 Full House represents and warrants that:
 

(A)          All tribal approvals required to conduct gaming on the Site have already been obtained;
 

(B)          The financial statements of GEM fairly present the condition of GEM and there is no indebtedness or liability of GEM other than as disclosed on
the same attached hereto as Exhibit E; and
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(C)          The GEM and GEC membership interests being acquired by Investor from Full House pursuant to this Agreement are and shall be, at the time of
its admission, free of any claims, liens, security interests and encumbrances, except as provided herein.

 
Section 8.2  Investor represents and warrants that, upon satisfaction of the Investor Contingencies, it will have immediate access to $12.5 million, as well as

access to all other funds necessary for it to comply with its obligations under this Agreement.
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Section 8.3  Full House and Investor each represent and warrant:

 
(A)          It is an entity duly organized, validly existing and in good standing under the laws of the State in which it was formed and has all requisite power
and authority to enter into this Agreement.

 
(B)          All corporate or company actions necessary for it to execute, deliver and perform this Agreement will be duly and properly taken by its respective
Managers and/or board/officers, as appropriate, and all company actions necessary for it to execute, deliver and perform under the GEC LLC and GEM
LLC Agreements will be duly and properly taken by its respective Managers and/or officers, as appropriate.

 
(C)          This Agreement constitutes a valid and binding obligation of the Party making this representation, enforceable in accordance with the respective
terms of such agreement.

 
(D)          Neither its execution, delivery nor performance of this Agreement will violate or breach any term or provision of, or constitute a default under, its
Membership Agreement, Certificate of Incorporation or By- Laws, as amended, or any material agreement to which it is a Party or to which it or any of its
property is subject, and, neither the execution, delivery nor performance of the GEC LLC or GEM LLC Agreement will violate or breach any term or
provision of, or constitute a default under, their respective Membership Agreements, Certificates of Incorporation or By-Laws, as amended, or any material
agreement to which they are a Party or to which they or any of their property is subject.

 
(E)           To the extent that it would prevent performance of this Agreement or the GEC  LLC or GEM LLC Agreements:

 
(i)            there are no actions, suits, claims, proceedings or investigations (whether or not on its behalf) pending or, to its knowledge, threatened
against or affecting it with respect to their businesses, at law or in equity or before or by any governmental court, department, commission, board,
bureau, agency or instrumentality, except as made known in the public domain, set forth in its securities filings or disclosed to the Parties of this
Agreement;
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(ii)           it is not in default with respect to any order, writ, injunction, or decree of any court or governmental department, commission, board,
bureau, agency or instrumentality with respect to their businesses; and

 
(iii)         to the best of its knowledge, has complied in all material respects with all laws, regulations and orders applicable to engaging in its
businesses.

 
(F)           no representation or warranty made by it in this Agreement , in the GEC LLC or GEM LLC Agreement, or in any document, certificate or
schedule required to be furnished pursuant thereto, contains any untrue statement of material fact, or omits to state a material fact necessary to make any
statement contained herein or therein not misleading.

 
ARTICLE IX

MISCELLANEOUS
 

Section 9.1  Notices.  All notices provided for in this Agreement shall be in writing, duly signed by the Party giving such notice, and shall be delivered,
telecopied or mailed by registered or certified mail or by recognized overnight delivery service, as follows:
 

(i)            If given to Full House, in care of the Secretary at 2300 West Sahara Avenue, Suite 450-Box 23, Las Vegas, Nevada 89102, Telecopy:  (702) 221-8101
with a copy to the Full House General Counsel at the same address;

 
(ii)           If given to Investor, in care of the Chief Executive at the address set forth in the first paragraph of this Agreement, with a copy to the General
Counsel at the address set forth above.

 
All such notices shall be deemed to have been given when received

 
Section 9.2  Amendments.  Any amendment to this Agreement shall be adopted and be effective as an amendment hereto if it receives the affirmative vote of

each of the Parties, provided that such amendment be in writing and executed by each of the Parties.
 

Section 9.3  Failure to Pursue Remedies.  The failure of any Party to seek redress for violation of, or to insist upon the strict performance of, any
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provision of this Agreement shall not prevent a subsequent act, which would have originally constituted a violation, from having the effect of an original violation.
 

Section 9.4  Cumulative Remedies.  The rights and remedies provided by this Agreement are cumulative and the use of any one right or remedy by any
Party shall not preclude or waive its right to use any or all other remedies.  Said rights and remedies are given in addition to any other rights the Parties may have
by law, statute, ordinance or otherwise.
 

Section 9.5  Binding Effect.  This Agreement shall be binding upon and inure to the benefit of all of the Parties and, to the extent permitted by this
Agreement, their successors, legal representatives and assigns.
 

Section 9.6  Interpretation.  Throughout this Agreement, nouns, pronouns and verbs shall be construed as masculine, feminine, neuter, singular or plural,
whichever shall be applicable.
 

Section 9.7  Severability.  The invalidity or unenforceability of any particular provision of this Agreement shall not affect the other provisions hereof, and
this Agreement shall be construed in all respects as if such invalid or unenforceable provision were omitted.
 

Section 9.8  Counterparts.  This Agreement may be executed in any number of counterparts with the same effect as if all Parties hereto had signed the
same document.  All counterparts shall be construed together and shall constitute one instrument.
 

Section 9.9  Integration and Future Assurances.  This Agreement constitutes the entire agreement among the Parties hereto pertaining to the subject
matter hereof and supersedes all prior agreements and understandings pertaining thereto, and all exhibits attached hereto shall be incorporated herein.. The
Parties agree to execute any further documents reasonably necessary to effectuate the transactions contemplated by this Agreement.
 

Section 9.10  Governing Law.  This Agreement and the rights of the Parties hereunder shall be interpreted in accordance with the laws of the State of
Delaware, and all rights and remedies shall be governed by such laws without regard to principles of conflict of laws.
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Section 9.11  Alternative Dispute Resolution.  Except as otherwise provided in this Agreement (and specifically excluding any matter to be determined by

the Members or waived in writing by all Parties, any dispute, controversy or claim between the Parties arising out of or related to this Amended Agreement, either
during the existence of the Company or afterwards, between the Parties hereto, their assignees, their Affiliates, their attorneys or agents, shall be resolved in Reno,
Nevada, as set forth in this Section 9, which shall apply, without limitation, to any action against any Member and all actions where the Chancery Court of the State
of Delaware would have subject matter jurisdiction but for this Section 9, except for those actions where the court has exclusive subject matter jurisdiction
expressly under Section 18-305(f) of the Act.  In those actions where that court has that exclusive subject matter jurisdiction, despite the provisions of this
Agreement intended to control over the Act, the Parties hereby submit to the personal jurisdiction and venue of that court, and they agree that the Company or
Members may enforce their rights in that court.
 

(a)           Good Faith Negotiations; Mediation.  The Parties shall first seek to negotiate, in good faith and in a timely fashion, a resolution of their dispute.  If
such negotiations fail to resolve the dispute, then the Parties shall determine if they desire to submit the dispute to mediation, and if they elect to seek a
resolution by mediation, they shall then submit the dispute to mediation by an Alternative Dispute Resolution entity (“ADR Entity”) mutually-agreed to be
the parties under the ADR Entity’s mediation rules and, if the Parties cannot agree on that entity, then by the AAA under the AAA’s Commercial Mediation
Rules then in effect.

 
(b)           Arbitration.  If the Parties have not sought mediation, or if any mediation has failed to resolve the dispute, then the dispute shall be resolved by
arbitration by an ADR Entity mutually-agreed to be the parties under that entity’s arbitration rules and, if the Parties cannot agree on that ADR Entity,
then by the AAA in accordance with the AAA’s Rules for Commercial Arbitration then in force, except as provided in this Section 9.  The arbitration shall
be conducted in Reno, Nevada, before a panel of three (3) arbitrators, all of whom shall possess the necessary expertise about the subject matter of the
dispute to be able to resolve the dispute.  The decision of the arbitration panel shall be final and binding, and the arbitration award may be confirmed by a



court of competent jurisdiction.  The arbitration panel shall not have any power to alter, amend, modify, or change any of the terms of this Agreement or to
grant any remedy
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either prohibited by the terms of this Amended Agreement or not available in a court of law.  The arbitration panel may award reasonable attorneys’ fees
and costs to the prevailing or most-prevailing party.  The provisions of applicable Delaware arbitration law shall govern the arbitration, including the
confirmation of any arbitration award.

 
(c)           Payment.  Each party to the arbitration will pay its pro rata share of the expenses and fees of the arbitrators, together with other expenses of the
arbitration incurred or approved by the arbitrators, together with other expenses of the arbitration incurred or approved by the arbitrators.  Arbitration
may proceed in the absence of any party, if notice under the ADR Entity’s or AAA’s rules and regulations, as applicable, of the proceedings has been given to
such party.

 
(d)           Binding Effect and Enforcement.  The Parties agree to abide by all decisions and awards rendered in such proceedings.  Such decisions and awards
rendered by the arbitrators shall be final and conclusive, and they may be entered in any court having jurisdiction thereof.
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IN WITNESS WHEREOF, the Parties hereto have duly executed this Agreement as of the day and year first written above.

 
FULL HOUSE RESORTS, INC.
 
 
By:

Michael P. Shaunnessy
Executive Vice President

 
RAM ENTERTAINMENT, LLC
 
 
By:

Robert Mathewson
Its:

 
FOR VALUE RECEIVED AND IN CONSIDERATION OF BENEFITS CONFERRED ON GEM BY THIS AGREEMENT, GEM HEREBY AGREES TO
PERFORM SUCH TERMS CONTAINED HEREIN AS THOSE TERMS APPLY TO IT.
 
GAMING ENTERTAINMENT (MICHIGAN) L.L.C.
 
 
By:

Michael P. Shaunnessy
Member
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