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ACGENDA
l. Call to Order

. Approval of mnutes of the Septenber 17, 2013
meet i ng.

L1l Agenda

1. Hearing on proposed distribution
agreenent pursuant to |I.C 4-35-7-18. (Notice of
Heari ng and Pre-Hearing Order issued on or about
Cct ober 3, 2013).

2. Hearing on Renewal Application of
Quarter Horse Racing Association of Indiana for
Approval as a Regi stered Horsenen's Associ ati on
pursuant to 71 I AC 13-1-1 et seq. (Notice of Hearing
and fre-kbaring Order issued on or about Cctober 2,
2013).

3. Hearing on Renewal Application of
| ndi ana Thor oughbred Omers and Breeders Associ ati on
for Approval as a Regi stered Horsenen's Associ ati on
pursuant to 71 1 AC 13-1-1 et seq. (Notice of Hearing
and Pre-Hearing Order issued on or about Cctober 2,
2013).

4. Hearing on Renewal Application of
| ndi ana Horsemen's Benevol ent & Protective Associ ation
for Approval as a Registered Horsenen's Associ ati on
pursuant to 71 I AC 13-1-1 et seq. (Notice of Hearing
and Pre-Hearing Order issued on or about OCctober 2,
2013).

5. Hearing on Renewal Application of
| ndi ana St andar dbred Associ ation for Approval as a
Regi stered Horsenmen's Associ ation Pursuant to 71 | AC
13-1-1 et seq. (pursuant to Notice of Hearing and
Pre-Hearing Order issued on or about Cctober 2, 2013).

6. Consideration of settlenent agreenent
bet ween I HRC Staff and Ruben Serna.

7. Review of Conmm ssion Rulings --
Sept enber 1, 2013 t hrough Septenber 30, 2013.

8. Re-adoption of expiring rules.
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9. Presentati on on | ndi ana Breed
Devel opnent prograns.

10. Consideration of request by Indiana
Downs to nodify formula utilized in distributing
pari-nmutuel and sl ot generated purse noni es between
open and | ndi ana bred races.

11. Consideration of request by
| ndi ana Downs for approval of a contract for
totalizator services pursuant to 71 I AC 12-1-15(a)(3).

12. Consideration of request by Centaur to
renovate the Indiana Downs track surface (estinated
cost $1, 000, 000) and enter into contracts rel ated
thereto with Executive Director approval.

13. Consideration of request by Centaur to
build a new tote board at | ndi ana Downs (esti nmated
costs $1,000,000) with a contract to be approved by
t he Executive Director.

14. Consideration of request by Centaur to
construct a new driver's |ounge at Hoosi er Park,
subj ect to contract approval by the Executive
D rector.
I V. d d Busi ness
V. New Busi ness

VI . Adj our nnment
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CHAI RMAN DIENER: Let's call the neetings and
hearings of the |Indiana Horse Raci ng Conm ssion for
Cctober 29 to order, please. First itemis to
swear in the reporter today.

(Court reporter was sworn in at this tine)

CHAI RMAN DI ENER.  Thank you. You're hereby
appointed as the official reporter to prepare a
true and correct copy of the Conmm ssion's neeting
and a transcript of today's hearings before the
Conmi ssi on.

We have five hearings today. And at this tine
| would ask that all those who know that they're
going to be witnesses pl ease stand, raise your
ri ght hand, and you will be sworn.

(Various witnesses were sworn in at this tine)

CHAI RVAN DI ENER:  Thank you. You're sworn.

And for further individuals who nay be
W t nesses who have not been sworn and when they do
cone in today, it is their counsel's responsibility
to make sure that they are sworn before they submt
t esti nony.

I want to express the Comm ssion's
appreci ation for Doug Gines. Conm ssioner Gines
served two terns here on the Conmm ssion, and he is

now back in Lake County living |life and conti nui ng
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to do public service.

W would |Iike to wel cone a new Comm ssi oner to
us, Comm ssi oner Tom Weat herwax. Tom had a
di sti ngui shed career in our General Assenbly, both
in the House of Representatives and the
State Senate. And just as inportantly, or nmaybe
nore inportantly to us here on the Conm ssion,
Tom s professional business |life has been in the
agri busi ness sector of the state of Indiana. This
is a viewoint that's inportant for horse racing,
and we like to have his input. |It's going to be
very valuable. So wel conme, Tom

COW SSI ONER WEATHERWAX:  Thank you,
M. Chai r man.

CHAI RVAN DI ENER.  The first item on the agenda
today is the approval of the m nutes of the
Sept enber 17 neeting. Conmm ssioners, have you had
an opportunity to review those m nutes?

COW SSI ONER SCHAEFER: Yes. Mbve to accept.

COWMM SSI ONER SCHENKEL:  Second.

CHAI RVAN DI ENER: | woul d ask that there be a
m nor correction to itemMNo. 5 in the m nutes.
Item No. 5 was the approval of the del egation of
authority to make amendnents to line itenms in the

approved horsenen's budget.
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And the transcript and ny notion should have
reflected that, after consultation with the Chair,
be del egated the authority to approve an anendnent
to a specific line itemof a budget of up to
$50,000 -- this is the anendnent -- "as long as the
total of the particul ar budget for that account was
not changed."” The notion as nmade and accepted and
as reflected in the transcript should refl ect that
t here can be a change of up to $50,000 within a
particul ar budget, but in that particul ar budget
t he conmponent cannot change.

WIIl you accept that anmendnent?

COW SSI ONER SCHAEFER:  So noved.

CHAI RVAN DI ENER:.  All in favor.

THE COWM SSI ON: " Aye".

CHAI RVAN DI ENER.  So approved as anended.

The first itemtoday is a hearing on the
proposed di stribution agreenent pursuant to
|.C. 4-35-7-18. And as a matter of information for
those of you in the audi ence, one of the individual
| awyers representing Centaur today is publicly
known to some of you, M. Robin Babbitt.

M. Babbitt and his previous |law firmrepresented
t he Comm ssion and/or the Comm ssion Staff for

approxi mately two decades. During that period
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M. Babbitt and that firmrepresented the
Conm ssion and/or its staff in a nunber of matters.
M. Babbitt has since changed |law firns, and
he will be appearing this nmorning, and the law firm
that he's now with has never represented the
Conm ssion or the Comm ssion Staff, nor did
Robi n Babbitt at any tinme during his representation
wth the Conm ssion or the Conm ssion Staff was he
engaged to di scuss, advise on, conmunicate with the
| egi sl ature about what's called this distribution
agreenent that we'll be considering this norning.
Is there any reason, Mss Ellingwod? You
| ooked through the contents of the prehearing
or der.
MS. ELLINGAOOD: | don't think it's necessary.
The only thing that I want to point out, Chairnan,
is that, as outlined in the prehearing order, |I'm
going to ask that you offer into evidence all of
the applications and everything that was tinely
submtted as well as the staff report.
As a housekeeping item just like to reiterate
your comments that if you do intend to speak
pl ease make sure that you are sworn in before you
do so. There's a sign-in sheet at the back of the

room if you d like to add your nane. Pl ease speak
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slowy and clearly so that the court reporter can
get your nane.

CHAI RVAN DIENER:  1'mgoing to turn this now
over to Centaur. However you want to do it,

M. Bayt, M. Huler, M. Babbitt, the floor is
yours.

MR. BAYT: Thank you, Chairman. | appreciate
that. Good norning. Good norning to the entire
Conmmi ssion and to the staff.

On behal f of nyself, Phil Bayt, and ny
partner, Robin Babbitt, we're here today to present
to you infornmation concerning the initial
di stribution agreenent. Very pleased to be
partnering today wth the Indi ana Horsenen's
Benevol ent & Protecti on Associ ation, the |Indi ana
St andar dbred Associ ation, and the Quarter Horse
Associ ati on of Indiana to present to you in a joint
petition the request for approval of the initial
di stri buti on agreenent.

CHAI RVAN DI ENER: | apol ogi ze for interrupting
you, M. Bayt. Wuld you |like the docunent here
that you're referring to visually to be a part of
the record in this hearing?

MR. BAYT: Yes, M. Chairnman. Thank you for

pointing that out. W'Il|l submt that as part of




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © 0O N o o0 M W N Rk O

10

our record with respect to these proceedi ngs.

CHAI RVAN DI ENER:  Any obj ecti ons?

So done. Thank you. Apol ogi ze.

MR. BAYT: Thank you. Appreciate that.

The | aw all owi ng for ganbling games at
racetracks was enacted in 2007. Since that tine,
in every year, the |aw has either been anended or
attenpted to be anended with respect to how t he
| i censees and the tracks support horsenen. And, in
fact, in '08, in "'09, in "11, and again in '13, the
| aw was, in fact, anended to make changes to that
support nechani sm

The issue as to whether or not horsenen and
horsenen's associ ati ons can be supported has been
in flux and in doubt each and every year since 'O07.
| ndeed, even in the Governor's initial budget for
this past year, there was sone doubt as to the
contenpl ati on of the continui ng support for
hor senmen and horsenen's associ ati ons. However, as
a result of the 2013 anendnents in Senate Bill 609,
we do have a path. W have a path to
predictability and we have a path to stability with
respect to the relationship between the tracks and
t he hor senen.

Cl ose reading of Senate Bill 609 and the | aw
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that was enacted actually is very interesting and
insightful, in that it focuses on the fact that the
support runs fromthe |icensees and the tracks to
the horsenen. This is a relationship between those
two sets of organizations, not a State subsidy.

What we have today is an opportunity to enbody an
agreenent, which we ask for approval today, that
woul d establish a path of predictability and
stability for the organizations.

Thi nk about a Colts game where the rules
change every quarter. That's what we're facing in
the past. W have this opportunity for stability,
for predictability, and we're asking that you focus
on the inportant issues today that results in
mut ual success for the parties and for the
i ndustry.

Two key issues with respect to that anendnent
were: Nunmber one, it renoved the provisions
redirecting funds in excess of the cap to the
general fund, which added to the financi al
stability of the |licensees. Second, nost
importantly, it provided a support nechanismto
flow fromthe tracks to the associ ations through a
di stri buti on agreenent.

That distribution agreenent is to be
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negoti ated by the |icensees and the associ ati ons,
whi ch we' ve done. That mechani smwas t hrough a
negotiating commttee, which was dually appointed
and net. W'Il talk nore about that. And that
agreenent, once finalized, is to be approved by
this body, and we're here today in subm ssion of
t hat .

An interesting fact about Senate Bill 609 and
the | aw that was enacted was Section 16(e) of that
| aw, which provided for what would be required to
be in what's called an initial distribution
agreenent. There is an inportant distinction, we
believe, in the statute focusing on initial
di stribution agreenent. W think there is an
opportunity today to nake sone good progress with
respect to how we bring the parties together in a
way that nakes sense long term

The statute says that the initial distribution
agreenent nust be in witing; it nmust be submitted
to this body by Cctober 1, which both things were
true; it nust be approved by this body before
January 1 of '13; and nost inportantly, it may
contain any terns determ ned to be necessary and
appropriate by the negotiating commttees. You'll

see fromthe recitation of the key terms in a few
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m nutes that there are sone nmeani ngful terms that
we think are very inportant and that as a whole are
critical to the future success of the industry here
i n I ndiana.

In a separate section, 16(f), the provisions
are that at | east 10 percent but not nore than
12 percent of adjusted gross receipts nust be
di stri buted through the support nechani sm

What were the goals of the parties as we got
together? There were four inportant goals. The
first, of course, was to neet the statutory
requi rements. The second was to treat all parties
fairly in this process. Third was to enhance the
opportunities for nutual success. And fourth was
to create the stability and predictability for all
the parties that we've tal ked about.

What are the key terns of the distribution
agreenent? First, the distribution percentage.
That was set at a maxi nrum of 12 percent. Wat is
the length of the tern? The initial termis for
one year, but the docunent and the agreenent can
extend in two different ways beyond that one-year
period. First, year to year with the agreenent of
the parties, but then nost inportantly, the

agreenent can extend for seven nore years if
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certain conditions are satisfied. And I'll go into
those in just a mnute.

Upon t he approval of the agreenent, the
i censees are prepared to put $5 nmillion of capital
i mprovenents into the racing side of their
operations. The testinony will indicate what sone
of the details are of that. The distribution
waterfall that's in the statute and the regul ati ons
will be foll owed under the terns of the
di stri bution agreenent, and this Conm ssion retains
all enforcenent rights and all the tools that are
built into the statute.

So what is it that takes place that gets this
to a seven-year deal? |If the licensees are able to
refinance their current debt and obtain regul atory
approvals for that refinancing, then certain
conditions, if they're satisfied, will trigger a
seven-year deal.

The first is that the |icensees have got to
provi de projections showing $27.5 mllion of cash
on hand at the end of each year of financing.
That's about half of the annual support anount that
has historically been flowing. A nmajority of the
associ ations conmmttee has to find those

projections to be reasonably satisfactory. That's
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saf eguard nunber one.

Next, the associations would, if they found
that to be reasonably satisfactory, enter into a
subordi nati on agreenent with respect to the
| enders. If that takes place, and if this
Conmi ssion and the Gam ng Conmi ssi on approve the
financing at that tine, then we go into a
seven-year deal.

In the course of that seven-year deal, the
associ ations would agree to abide by the terns of
t he subordi nati on agreenent. The |icensees woul d
agree to nake up to an additional $31.5 mllion,
for a total of $36.5 mllion for the racing side
capital expenditures. The licensees and the
associ ations would agree to inplenent a nunber of
beneficial operational changes. And in the
unli kely event that there would be a default, the
| i censees would agree to catch up any paynents that
were deferred, with interest, once the default was
cur ed.

You m ght ask the question why a
subordination. First is that this is the
opportunity, because of the initial distribution
agreenent, where any terns that are determined to

be necessary and appropriate would be put into a

15
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distribution agreenent. This is the tine when it's
appropriate to tal k about that.

This distribution agreenment w th subordi nation
woul d position the licensees for a favorable
refi nancing and capital restructuring. It would
provi de an opportunity for significant racing side
capital inprovenents. It creates the potential for
a long-termagreenent that's beneficial to all of
the parties. And it aligns the interest of the
| i censees and the associ ations to achi eve success
t oget her.

You m ght ask the question why subordi nation
now. The key is that there are very few | enders
that play now in the gam ng space, but there are
very, very many borrowers seeking opportunities in
t he sane space. Just |like you have a situation in
a hone nortgage where if you want a hone nort gage,
yeah, a |l ender mght talk to you, but a | ender
isn't going to get serious with you unl ess you own

your own hone or you at | east have that hone under

contract.

We're in the sane position. Lenders will talk
with us, but they will certainly not get serious
wth us unless and until we have in a contract an

under st andi ng and an agreenent and a franmework for
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underwiting that works for these |l enders. This
gives us an opportunity to put our ducks in a row,
to have our contracts in place, in order to have

| enders take us seriously with respect to a
financing that would be extrenely beneficial to the
| i censees and extrenely beneficial to the industry.

Concept of subordination is newto the
Commission. |It's newto the horsenen. There's a
| ot of focus on that in the course of the
negoti ations, and we'll hear testinony about that.
But we wanted to make sure that the Comm ssion
nmenbers and the staff understood what will not
happen in a subordi nati on.

First, there's no change in the statutory
distribution waterfall. Second, there's no return
or cl awback of any paynents once the |icensees have
actual ly nade those paynents. The associations are
not -- not -- granting any security interest in any
of the paynents that they receive or are about to
receive. There's no liability to return any
paynment that has al ready been received. There's no
adm ni strati ve changes requested of the State.
There's no assunption of any liability by the
State. There's no change in the State's

enforcenent rights; this body wll continue to have
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all the enforcenent rights and all the tools that
it has today.

W'd like to at this point admt into evidence
and present witnesses that will anmplify the
di scussi ons that have occurred and provi de sone
factual background for how we got to this point.

M. Babbitt.

MR. BABBI TT: Thank you, Chair D ener, Menbers
of the Comm ssi on, Counsel, and Executive Director
W will be presenting witnesses today. W'IlIl start
wth witnesses on behalf of Centaur. John Keeler
will testify.

Sort of by way of housekeeping, I"'mgoing to
be alittle bit to the side and behind the
W t nesses. Obviously |I'm hopeful that to the
extent that they think about it, they can answer
t he questions and direct those comments to the
Conmm ssion. W'I|l|l go through. | have been
desi gnat ed and deputi zed on behal f of all
petitioners, both Centaur and horsenen's
associ ations, to ask the questions. Then I'lIl pass
t hose witnesses to the Conm ssion, Counsel, the
Executive Director for any foll owup that they
m ght have.

And 1'11l apol ogize in advance. | don't think
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| ' ve ever exam ned anyone with a hand-held
m crophone, so as | do that, to the extent | funble
for docunents, | apol ogize in advance.

CHAI RVAN DI ENER:  For the benefit of the court
reporter, if each witness would pl ease state and
spell their nanes for the court reporter, please.

MR. KEELER: My nane is John Keeler, J-o-h-n,
K-e-e-l-e-r, and |I'mthe general counsel of
Cent aur .

JOHN KEELER, havi ng been previously duly sworn

by the Chairman, took the stand and testified as

foll ows:

DI RECT EXAM NATI ON

BY MR BABBI TT:

Q M. Keeler, for purposes of this hearing, as we
tal k about Centaur, that's going to be
Cent aur Hol di ngs and then Centaur Acqui sitions,
etc., all of the parent and subsidiary
corporations; correct?

A That's correct.

Q Al right. | understand that you've issued a sworn
affidavit with respect to this matter. |Is that
correct?

A | have.

Q Let ne hand you what has been marked Petitioner's
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Exhibit 12, if you' d be kind enough to take a | ook
at that. Does it contain your signature?

It does.

Is this your statenent?

It is.

Did you make the statenment under oath?

| did.

Did you submt this statenent freely and
voluntarily?

Yes, sir.

Do you affirmthat all of the statenents that
appear in this affidavit are true and correct as if
you had nmade them under oath today?

| do.

MR. BABBITT: | request at this tinme that the
Cctober 14 affidavit under oath of John Keel er be
admtted into and nade a part of the record as
Petitioner's Exhibit 12.

CHAI RVAN DI ENER  So adm tted.

MR. BABBI TT: Thank you.

For purposes of the proceeding, I'll coll ect
these and nake sure that they're all delivered to
the court reporter at the appropriate tine, if
that's okay with the Chair.

CHAl RVAN DI ENER:  Thank you, M. Babbitt.

20
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Now, M. Keeler, did you draft the Septenber 27
petition with the attached and executed initial

di stri buti on agreenent ?

| did.

Let ne hand you what's been marked Petitioner's
Exhibit 1 and ask if you can identify that

docunent .

| can. It is the Initial D stribution Agreenent.
And does it contain your signature?

It does.

Is it a true and correct copy of the fully-executed
Initial Distribution Agreenent with attachnents?

It is.

And it's your understanding that this Agreenment was
entered into by the negotiating comm ttees both of
the licensees, the tracks, and the associ ati ons;
correct?

That's correct.

MR. BABBITT: At this tinme, Chair D ener, we
woul d offer this into evidence, subject to
affirmng the signatures of the other participants
to the Initial Distribution Agreenent.

CHAI RVAN DI ENER:  So admitted with the caveats
you nenti oned.

MR, BABBI TT: Thank you.
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You were a nenber of the negotiations commttee,
were you not, M. Keeler?

Yes, sir.

And you were the designated representative of

Cent aur Acquisition; correct?

That's correct.

Were you el ected chairman and secretary of the
negoti ati ng commttee?

Yes, sir.

Tell the Conmission a little bit about how the
Conmmi ssion was constituted, what happened, and what
happened prior to the actual official neetings that
started August 5 and then ran through Cctober 10.

| think it really goes back to during the

22

| egi sl ati ve process. The tracks and the horsenen's

associ ations were collaborators in terns of
supporting the provisions of Senate Bill 609.

After that passed, there continued to be dial ogue
and conversations before any prior neetings, and it
was sort of a feeling out process to find out what
the interests were of each party. And that
continued along until the bill becane effective on
July 1, at which tine the conmttee began
officially neeting.

The horsenen's associ ations, as required by
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statute, and the tracks appointed their respective
conmmttee nenbers. And | solicited an opinion from
t he Public Access Counselor to find out whether or
not the nmeetings were thought to be subject to the
open door |law, and he determ ned that they were and
we foll owed the open door |law in those neetings.

So there were sone neetings while that request for
a deci sion was pending that were just sort of
prelimnary; is that correct?

Very informal, yes, sir.

All right. And then the formal neetings started
after the decision, and the first was on August 15.
Do | understand that properly?

August 5.

O August 5. And there were, then, four neetings

t hrough COct ober 107

Yes, sir.

Was each neeting orderly?

Yes, sir.

WAs each neeting civil?

Yes, sir.

Did each of these first three neetings involve open
and frank discussions?

Yes, sir.

The statenent is made in your affidavit, "The
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Di stribution Agreenent was the product of intense
negoti ati on, give and take, and coll aborati on which
t ook place over a period of approximtely

ei ght weeks."

That's true.

Whay do you say that? Pl ease describe the process
of negotiations through the formal neetings for the
Comm ssi on.

The initial nmeeting of the 609 conm ttee went

t hrough the prelimnary formalities of establishing
the commttee, electing its officers. Again, we
weren't starting fromscratch because there had
been di scussions. And at that point in time, the
parties formally indicated what was of interest to
them what they wanted to see in the agreenent.

And | believe that we left that neeting with the
task that soneone should come up with a draft of an
initial distribution agreenent, which was done and
then presented at the second neeti ng.

Now, at the first neeting on August 5, was

subordi nati on di scussed at that neeting?

Yes, sir, it was.

| understand that it's nore fully described in the
m nutes that are attached to your affidavit, but

just tell the Conm ssion what your nenory is of
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what was di scussed at that first neeting on

August 5.

Well, it was discussed that an opportunity to fund
a nunber of the capital inprovenents that the
horsenmen were interested in and for the conpany to
be able to agree to a | onger-term agreenent m ght
be possible if the conpany could refinance, and a
key el ement of that refinance woul d be the

subordi nati on of the paynents that were to be nade
to the horsenen's associ ati ons.

| understand that you tal ked about sone of the
benefits that would result by refinancing and
subordi nation. Wre potential risks of

subordi nati on di scussed as wel |l ?

Yes, sir, they were.

All right. You then noved forward into a neeting
on Septenber 12; is that correct?

That's correct.

And was there a draft of an agreenent that had been
circul ated for consideration of the various nenbers
of the negotiating commttee at that tinme?

There was.

And was the agreenent discussed at the neeting on
Sept enber 12, and what generally was di scussed at

t he neeti ng?
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Well, the agreenent and the exhibits to the
agreenent, and the exhibits were very inportant to
all parties because they described the inprovenents
to be made and the general operating principles.

But at that neeting |I think the highlight of it was
t he | ndi ana St andardbred Association, through its
counsel there, indicated that he had sone issues
wth the | anguage in the agreenent and they thought
it would be productive to neet privately after the
neeting. So the neeting was adj ourned, and
subsequently representatives of Centaur and the

| ndi ana St andar dbred Association net privately.

And you were one of those representatives; is that
correct?

| was.

And you net with both their counsel, Roger Young,
Nat HIl, and Jack Ki eninger on the 13th of
Septenber; is that correct?

That 1s correct.

And were there extensive di scussions about their
concerns and desires with respect to a change and a
negoti ation of various terms of that agreenent?
There were.

And were accommpdati ons made to address those

concer ns?
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There were.

Was one of those concerns to anmend the agreenent to
make clear that the only group that could
potentially be a beneficiary of the subordi nation
to the horsenen’'s associati on woul d be the senior

| ender s?

That's correct.

So they would be the sole entity that could benefit
from any subordi nation?

Yes, sir.

And was there discussion about the potenti al
interest rate that would be assessed to the extent
that a subordination right was exercised and a
paynent was not tinely nade?

My recollection is the initial draft of the
agreenent had a base rate -- | can't renenber

whet her it was LIBOR or sonme other rate -- plus

.5 percent in the event of default, and that the

| SA insisted on the base rate plus 2.5 percent.

And there were other changes that were nade as a
result of those discussions; is that correct?
There were. The primary other one that | recall is
that the agreement was firnmed up to reflect that if
there was going to be not only a subordi nation but

other activities that required approval of the
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committee that it was narrowed down that that had
to be a mpjority of the associations commttee or
the |icensees conmttee, depending on what the
action was. That had been sonmewhat uncl ear before.
All right. Wre acconmmodati ons made wi th respect
to the concerns of the I SA and were those
incorporated in the next draft of the agreenent?
Yes, sir, they were.

And were those changes, then, presented to the full
negotiating conmmttee prior to the next neeting of
t he negoti ation conm ttee on Septenber 197

They were. They were distributed by e-mail.

And when you arrived at that neeting, was there
further discussion and negoti ati on between any of

t he horsenen's representatives at that neeting?
There was. The Standardbred Association indicated
that the changes to the draft that had been namde in
response to their comments were acceptable. And

i mMmedi ately prior to that neeting, the | HBPA

i ndicated that they'd taken a draft by their
attorney and had a nunber of comments to the draft
that were in red-line formpresented to ne just
several mnutes before the neeting. The decision
was nmade to go ahead and hold the neeting, discuss

what was on the table, but then try and accommobdat e
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t he concerns of the | HBPA

Let ne back you up a mnute, because | neglected to
ask you about the insertion of extension condition
5(b) in the Initial Distribution Agreenent. 5(b)
is a provision that was requested by the I SA and
can you expl ain your understanding of that part of
t he di scussi on and why those provisions were

I nserted?

Just to save tine, since | don't have it open. |Is
that the year-over-year roll over?

That is the increase in fully diluted nenbership

i nterest of the nanagenent.

Right. At the neeting that was previously

descri bed wth the |Indiana Standardbred
Associ ati on, the conversation revol ved around that
t he ot her breeds that race at |Indiana Downs were
receiving a |l ot of the capital that was going to be
commtted and that because of the condition of
Hoosi er Park, in essence, the | SA was not getting a
lot. And they indicated through its
representatives that they were prepared to go ahead
with the subordination, with the changes they'd

i nsi sted upon, but only if they were assured who

t he managenent would be and that there would cone a

time during this seven-year period if the existing
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people that controll ed Centaur would sell out that
t he exi sting managenent woul d have an opportunity
to perhaps acquire that.

I would characterize it this way. That if
they were going to subordinate, they wanted to know
who they were getting married to and wanted to be
assured that the bride would be the sanme within
t hat seven-year peri od.

Now, after the Indiana HBPA cane back wth
suggested revi sions and nodi fications, were certain
of those concerns and thoughts incorporated into
the next draft of the agreenent?

Yes, sir, they were.

And at sonme point, then, all of the parties agreed
that they believed that the Initial D stribution
Agreenent, which is represented in Petitioner's
Exhibit 1, was appropriate and shoul d be presented
to the Conmm ssion?

That's correct.

All right. Do you believe it is appropriate for
one to conclude that track ownership pressured or
coerced any of the associations into entering any
agreenent to subordi nate?

| don't. | believe such an assertion would be

total |l y unfounded.
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I s Centaur asking the Comm ssion to approve a
potential refinance at this tine?

No, sir.

And are there safeguards in place in the agreenent
that would cone into play as an additional
protection to the associations prior to the tine
that any refinance woul d be presented to the
Comm ssi on?

There are.

Do you as counsel for Centaur have any concerns
about not including the concept of subordination
into the Initial D stribution Agreenent?

| do.

And what are those concerns?

Well, ny primary concern goes to the | anguage
that's in I.C 4-35-7-16(e). And that particul ar
provi sion tal ks about what has to be in an initial
di stribution agreenent, and | would underline the
word initial and put enphasis on that. Because
that's the only place, | believe, in the statute,
maybe one ot her place, where that termis used.
And ny reading of that is the |egislature nust have
wanted that to have sone neani ng; otherw se, it
woul dn't have used the word initial.

Is there anything else you would like to address to
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the Comm ssion at this tinme, M. Keeler?
Well, the only thing | would say is that both the
tracks and the associ ati ons worked together to
develop this | egislation and worked toget her
t hroughout this process. Wat becane very obvi ous
early on is that this bill cast all our |ot
together, and if any of us were going to succeed,
we'd all succeed, and vice versa. So, you know,
with that thought in mnd, the negotiations were
conducted in a fair, open nmanner, and | think that
process |l ed to an agreenent whi ch everyone can
support.

MR. BABBI TT: The petitioners would pass the
wtness at this tinme, M. Chair.

CHAI RVAN DI ENER: Thank you, M. Babbitt,
M. Keeler.

Questions from Conmm ssi on counsel ?

MR. BABBI TT: None.

CHAI RVAN DI ENER:  Questions from a
Conm ssi oner or Conmm ssi oners?

Thank you, M. Keeler.

MR. KEELER: Thank you, M. Chairnman.

CHAI RVAN DI ENER: Next w tness?

MR. BABBI TT: Qur next w tness woul d be

Brian Elnore. And with your perm ssion, |'lI
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continue to question as |I sit, M. Chair.

MR. ELMORE: Brian Elnore, B-r-i-a-n,
E-l-mo-r-e. | serve as vice president of racing
for Centaur.

BRI AN ELMORE, havi ng been previously duly

sworn by the Chairman, took the stand and testified as

foll ows:

DI RECT EXAM NATI ON

BY MR BABBI TT:

Q

O » O » O » O >

M. Elnmore, |'mgoing to hand you the Affidavit of
Brian El nore dated Cctober 14, 2013. This is
Petitioner's Exhibit 5. | will ask you to review
that docunent. Does it contain your signature?
Yes, sir, it does.
Is this your statenent?
It is.
Did you nmake this witten statenent under oath?
| did.
Did you submt it freely and voluntarily?
Yes, sir.
Do you affirmthat all of the statenents that
appear in this affidavit are true and correct as if
you had nmade them under oath today?
| do.

MR. BABBITT: | request that the October 14
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affidavit, Exhibit 5, of Brian El nore be admtted
into and nade part of the adm nistrative record.
CHAI RVAN DI ENER: Exhibit 5 is so admtted.
MR. BABBI TT: Thank you.
Now, ny understanding, M. Elnore, is that you' ve
been involved in the horse racing industry for over
thirty-six years. |Is there anything of note that
you would lIi ke to enphasize for the Comm ssion
relative to your background or involvenent in
raci ng?
Yes. |'ve had the pleasure to serve in many
managenent situations, in many jurisdictions. As
Robi n says, |'ve been in the industry for over
thirty-six years.
But besi des ny management experience, |'ve
al so owned about 40 head of horses, thoroughbreds
and quarter horses, of which at tines |I've trained
nyself. | think that's been very hel pful in ny
managenent career. It hel ps nme understand the
needs and the concerns of the horsenen, and at
times it can help ne separate fact fromfiction,
whet her it be fromthe horsemen standpoint or from
the |licensee standpoint.
So wwth thirty-six years of history behind ne,

of all the different categories and varieties that
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|'ve served this industry, | feel I'mas suited as
anyone to review this docunment and to nake a
reconmendati on.

And do you believe that the Initial D stribution
Agreenent, after review, should be approved by the
Comm ssi on?

Yes, sir, | do.

And do you believe that it's in the best interest
of pari-nmutuel racing?

| do.

And why do you say that?

What it does is it provides the nmaxi num statutory
distribution of 12 percent. The higher the anount,
the nore noney that goes to purse and breed

devel opnent. It al so encourages investnent of
owners to inprove the quality of the race stock

It also fosters new and first-time investors the
opportunity to get into racing.

The hi gher the breed devel opnent dollars, the
nore chances that owners, breeders, and trainers
w Il even relocate their operations from ot her
jurisdictions to Indiana. The statutory
elimnation of the cap payable to the State general
fund neans that the horsenen will be true partners

wth the tracks and wll participate if there's any
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i ssues that exist wth gross revenues.

The proposed | DA provi des certainty and
stability. The IDA automatically renews year to
year, unless term nated by the tracks or the
horsenmen. In the event of future refinance and the
sati sfaction of the extension conditions, the

agreenent extends for a seven-year period. Harnony

and unity between tracks and horsenen wll be
pr onot ed because an annual renegotiation will be
avoi ded.

| do appreciate the tine that nmany of these
folks took to participate in this, because it is
quite tine-consum ng and expensive and it takes
time away fromtheir regular duties.

Wiy is certainty and stability inportant?
You'll renenmber, the start of this year in the
| egi sl ature, there was a proposal to take the
anount commtted to horse racing to zero, take al
t he noney away fromthe horsenen. For years
participants in the horse racing industry have sat
around the dinner table with their famly and had
to dissuade their children from a career
opportunity in horse racing, just because the
certainty and stability, it just wasn't there.

They persuaded themto pursue opportunities |ike
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nurses and doctors, |awers, dentists, things of
that nature that there's nore stabl e econom c way
of |iving.

H ndsight that it is to now, participants in
the industry to be able to encourage their children
of opportunity in the Indiana horse racing industry
as we nove forward with this I DA Trai ning horses
is askill, atrade, an art, and it's often passed
fromparents to children, nmale and female. And to
t hese horsenen participating in the |Indi ana horse
racing, it's not a job; it's a way of life.

The |1 DA provides a clear and orderly path for
I nprovenents at Hoosier Park and | ndi ana Downs.
There are four items I'd like to nention today that
we' re asking the Conmm ssion, of which they are all
on the agenda later in today's neeting, to nove
forward wth.

They are: At Indiana Downs, the conplete dirt
track renovation. This past season we had a good
dirt track. W want to nmake it better. At
| ndi ana Downs we'd |like to construct an in-field
video board, simlar to what is at Hoosi er Park,

w th an approxi mate 18x32-foot video portion of
t hat board, which enhances the view ng experience

for the patrons and the fans that canme out. At
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Hoosi er Park we would like to do a track renovati on
as well. Like to get started on that as soon as
the neet's over. At Hoosier Park al so, we would
ask perm ssion to nove forward with a new driver's
| ounge and recreation building for drivers and our
backsi de groons that participate.

Exhi bit B of this document points out
23 points of agreenent to enhance racing. Several
of those have no nonetary value, but | think it
speaks to the cooperation between the |icensees and
associ ations. The investnent of new capital in
this type and this anpbunt is unprecedented across
t he nati on today.

The | DA encour ages the mai nt enance of the
hi ghest of standards and the greatest |evel of
integrity in pari-nutuel racing. Integrity in the
sport will be enhanced.

The positive and stabl e econom c situation
created by SB 609 and the | DA should all ow horsenen
to earn a reasonable |living and have confidence it
wll continue in the future. M/ experience, nobst
peopl e, not just horsenen, are less inclined to cut
corners or bend rules in a stable econony because
t hey have too nuch to | ose.

"Il give you a quick analogy. [|'Ill give you
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a golf analogy. There m ght be a group of fellows
go out and tee it up and play a round, and during
the playing of the round, they'll play w nner
rules. Got the ability to take the club, nove that
ball around little bit left or right, get alittle
bit better line, and that's acceptable. But once
the noney is down and you're playing for the gane
and people are watching, there's no nore w nner
rules. You play the ball down.

If the club head of that sand wedge touches
the trap before you swing at the ball, it's going
to cost you. |If your putter, upon addressing the
ball on the green, inadvertently touches that ball,
it's going to cost you. So what this does is, as
in horse racing, it will lead to the detection of
unet hi cal behavi or and peer pressure of others for
the participants to conform

The DA is fair to all parties. | cannot
stress enough the certainty and stability the | DA
provides to the Indiana horse racing industry.

In 1969 a brash quarterback by the nane of
Joe Nanmath nmade the guarantee -- and | know t hat
subordination is not in front of this Conm ssion
today, but it has been nentioned by M. Bayt and

M. Keeler -- and | have ny own guarantee, which

39
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" mnore confident in than Joe Namath was. And
that is this: Wen conparing the risk relevant to
subordi nati on, SB 609, the IDA, and subordination
conpared to an annual review of the industry at the
| egi sl ature, the worst-case scenario regarding the
subordination is tenporary disruption with mnina
financial risk with recourse for catch-up. The
nost |ikely scenario with an annual review of the
i ndustry by the | egislature eventually woul d be
per manent wi th catastrophic financial inplications.

| respectfully urge this Comm ssion to approve
the Initial Distribution Agreenent before you
today. Thank you very much.
Thank you.

MR BABBITT: | would pass the witness at this
time, M. Chair.

MS. ELLI NGADOD: No questi ons.

CHAI RVAN DI ENER:  Questions fromthe
Conm ssi on?

Thank you, M. Elnore.

MR. ELMORE: Thank you.

MR. BABBI TT: The petitioners would call
Tanmmy Schaeffer.

MS. SCHAEFFER: Good nor ni ng.

MR. BABBI TT: You need to state your nane and
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position with Centaur for the adm nistrative
record, please.

M5. SCHAEFFER M nane is Tamy, T-a-mmy,

Schaeffer, S-c-h-a-e-f-f-e-r. |1'mthe CFO of
Cent aur .

TAMWY SCHAEFFER, havi ng been previously duly
sworn by the Chairman, took the stand and testified as
foll ows:

DI RECT EXAM NATI ON

BY MR BABBI TT:

Q | have handed you your pre-filed testinony dated
Cct ober 14, 2013. It's identified as Petitioner's

Exhi bit 13. And does this contain your signature?

A Yes, it does.

Q Is this your statenent?

A Yes, it is.

Q D dyou nmake this witten statenent under oath and
under penalties of perjury?

A Yes, | did.

Q Ddyou submt this statenent freely and
voluntarily?

A Yes.

Q Do you affirmthat all of the statenents that
appear in this sworn testinony are true and correct

as if you' d made t hem under oath today?
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Yes, | do.

MR. BABBITT: | request that the pre-filed
testi nony of Tammy Schaeffer identified as
Petitioner's Exhibit 13 be admtted into and nade
part of the adm nistrative record.

CHAI RVAN DI ENER  So adm tted.

MR. BABBI TT: Thank you.
| would appreciate it, Mss Schaeffer, if you could
gi ve the Conmm ssion a summary of your background
and credenti al s.
|"ma certified public accountant and a certified
fraud examner. | have over twenty-five years'
experience in accounting and tax and fi nance.
Fourteen of those years were with national and
regi onal public accounting firns.

You prepared the financial projections relating to
Cent aur's proposed acqui sition of Indiana Downs and
Grand's asset in 2012, did you not?

| did.

WAs one of the prinmary assunptions for those
financial projections that the | ocation of

Hoosi er Park and | ndi ana Downs wer e advant ageous
wthin the state of |ndiana?

Yes. The locations were an inportant factor in the

devel opnent of our revenue assunptions. W thought
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that their locations within Central |ndiana and not
on the borders gave us nore resilience to

out - of -state conpetition.

Has Centaur's actual experience in 2013 proven that
to be true?

It has. The 2013 ganing nmarket in |Indiana has been
choppy. |In year to date, the state's down about

8 percent. W have not seen the econonic recovery
be as pervasive as what was predicted in the market
for 2013. However, when you | ook at our
properties, Indiana Gand through Septenber is
actually the only property in the state whi ch has
positive growh. Hoosier Park is very respectable
at nunber four and is down only 2.9 percent. W do
have properties in the southeastern corner which
are down 20 to 30 percent.

Is Centaur in a strong cash position for 2013?

Yes. We're currently expecting in excess of

$40 mllion excess cash to finish up this current
year, and that's over and above our operating
capital |evels.

Do expense reductions that are now available to
Cent aur that were not avail abl e when the 2012

proj ections were nade benefit Centaur?

Ch, absol utely.
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And what are they?

Senate Bill 609 that we're discussing today gave us
a reduction in the horsenen allocation from 15 to
12 percent at a maxi mum |l evel. That reduction

based on our horse ganm ng revenues, net of sone

expenses that we picked up in the bill, put about
$13 mllion additional down on the bottom|line
2014.

And how about any other benefits that cane through
by way of |egislation? How about Senate Bill 529?
That bill allowed for a deduction in pronotional
coi n agai nst our gross gam ng revenue state tax
base. So for the 2013 fiscal year, we had

$2.5 million per property; for the 2014 year we had
$5 mllion; and then we had $5 million for each
property for the next two years. To put that nore
on a cal endar-year basis for you, in 2014 we woul d
anticipate a $10 nmllion reduction agai nst our
gross gam ng revenues. That's about a

$2 mllion-plus savings in state tax. And that
woul d al so be avail able in 2015.

Now, the Initial Distribution Agreenent provi des at
Paragraph 5 that prior to any refinance, Centaur
must denonstrate to a majority of the associations

negotiating commttee that the tracks wll have
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aggregate cash on hand in excess of $27.5 mllion
in addition to operating and cage cash of at | east
$30 mllion.

Based upon your know edge and experience, are
t hese conservative and achi evabl e projections?
Absolutely. As | said, we're at this point
expecting in excess of $40 nmillion this year-end.
What is the significance of this provision to the
hor senen?
Vell, in ny opinion, the $27.5 mllion represents
50 percent of a single year's annual all ocati on.
So what that does is actually put a cash cushi on
bet ween any i ssue that m ght arise froma shortfal
of the paynent and the horsenen doll ars.
And currently, how would you assess the ability of
Centaur to service its debt?
Well, strong cash flows put you in a strong
position to pay down debt, and that's certainly
where we are.
Do you have an opinion as to whether the
Comm ssion's approval of the Initial Distribution
Agreenent woul d adversely inpact Centaur's
financial stability?
Ch, no. | think it does not adversely affect. 1In

fact, the approval would be positive for Centaur;
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it would be positive for the horsenen; and it woul d
be positive for racing in Indiana, in ny opinion.
So you have an opinion, and that opinion is that it
woul d not adversely affect Centaur's financial
stability?

That is true.

I n your opinion, would Comm ssion approval of the

| DA provide an opportunity for Centaur to

i nvestigate and qualify for favorable financing
options that would ot herw se not be available to
it?

Yes. | think market consideration of the

subordi nation of cash fl ow woul d i nprove our

| everage, and those | ower |everages afford you
better pricing.

Under st andi ng that a refinance is not before the
Commission at this tine. But if the details of a
refinance could be worked out, approved by the
horsenen's associ ati ons, and presented to the

Conm ssion, would a prospective refinance be in the
best interest of the tracks and the horsenen?

| would say that we would only proceed down the
path of a refinancing if it were in the best

i nterest of our conpany and the horsenen. W need

to know i f the subordination is avail able as a t ool
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as we go to market. W have nuch nore work to do
to put details around this package.

If after we | ooked at the details of this
package and we felt it was a prudent step for our
conmpany and for the horsenen, then we woul d be back
in front of the horsenen associati on conmmttees,
we' d be back in front of this Comm ssion, we'd be
back in front of the Gam ng Conm ssion to ask for
approval of that refinancing.

Let nme ask you one nore question. |Is the current
interest rate environnent a favorable one for
potential finance/refinance options?

Every indication that we have is that certainly it
is. You know, there was sone bunp in the rates
over the summer, but that has been negat ed.

MR. BABBITT: No further questions at this
time, M. Chair.

CHAI RMVAN DI ENER:  Thank you. Thank you,

M ss Schaeffer.

Conmm ssi on counsel ?

MS. ELLI NGADOD: No questi ons.

CHAI RVAN DI ENER: Before | ask the individual
Commi ssioners . . . As the chief financial officer
of Centaur, M ss Schaeffer, |I'mgoing to assune

you're generally famliar wth the percentage of
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ACGR that cones from slot revenues and how that gets
parcel ed out anong the vari ous conponents of the
horse racing industry. |Is that a fair assunption?

M5. SCHAEFFER:  That's a fair assunption.

CHAI RVAN DI ENER:  Now, both the pre-hearing
brief, M. Elnore's testinony, Comm ssion Staff
report, which has not been entered into evidence
yet, use a figure of about -- these are ballpark
figures -- $56 million for |ast year's percentage
of AGR fromslots that went to the horse racing
conmponents. Does that sound about right to you?

MS. SCHAEFFER: That's in the ball park.

CHAI RMVAN DI ENER:  Now, |'m going to ask you,
and I"'mnot trying to surprise you. |If you don't
like ny figures, that's okay. | just ask you to
assune them if you would, please. O that
$56 mllion, ny calculations are that about
$30 nmillion would go to purses, about $24 million
woul d go for breed devel opnent, and about
$2 mlIlion for backsi de benevol ence, equine
pronoti on, and operations of the horsenen's
associ ati on.

Wul d you be willing to accept those figures
for further hypothetical questions?

MS. SCHAEFFER: Sure. The benevol ence bei ng
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3 percent and ny understandi ng i s about 52 percent
of the remaining go to purses, | think that's
proper.

CHAI RVAN DI ENER:  Now purses. O this
12 percent that the two track |icensees woul d get
for purse noney, am| correct that those funds are
put into three separate horse trust purse accounts,
dependi ng upon which breed there is?

M5. SCHAEFFER Yes. On the 15th of the
nmont h fol | ow ng.

CHAI RVAN DI ENER:  You do that every nonth?

MS. SCHAEFFER:  Yes.

CHAI RVAN DI ENER. And by Conm ssi on
regul ati on, those three accounts are kept separate
fromthe general operations of the two track
i censees?

MS. SCHAEFFER: That is true. And they also
have no control agreenments on themas far as our
| oan docunents.

CHAI RVAN DI ENER:  And there's no conmm ngling
of those funds?

MS. SCHAEFFER:  There's no comm ngling after
the 15th of the nonth.

CHAI RMVAN DI ENER:  And t hese purse nonies from

sl ot revenues, along with the purse nonies from
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pari - nmutuel wagering, these are distributed to the
i ndi vi dual owners and trainers depending on the
out cone of the various races at the two tracks?

M5. SCHAEFFER:  Yes.

CHAI RVAN DI ENER:  Mbving on to breed
devel opnent. Is it true that each nonth the two
track |licensees send the portion of slot revenues
for breed devel opnment to the State Treasurer?

MS. SCHAEFFER: W do.

CHAI RVAN DI ENER:  And that's done each nont h?

M5. SCHAEFFER:  Yes.

CHAI RVAN DI ENER:  And then these funds are
al | ocated, again, anongst the three breeds or three
separate funds?

M5. SCHAEFFER:  Yes.

CHAI RVAN DI ENER:  And do you know whet her or
not the State Treasurer invests those nonies, just
as they do other "public funds" as required by
statute?

MS. SCHAEFFER:  You know, | don't know that.
That woul d be ny assunpti on.

CHAI RVAN DI ENER.  That's fi ne.

When the Conm ssion adm ni sters these funds
and they cone back, do you, dependi ng upon your

records to the Conm ssion, on how they cane out and
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who won and who | ost and what have you?

MS. SCHAEFFER: As we bill, we develop the
purses, Yyes.

CHAI RVAN DI ENER.  And then you pay out as far
as purse supplenents, awards to I ndi ana breeders,
stal li ons, whatever, dependi ng upon the --

MS. SCHAEFFER:  Yeah. W do that at the tine
of the race and then are reinbursed.

CHAI RVAN DI ENER:  Ckay. And then the third
conmponent, you do send the specified percentages to
the three horsenen's associations that are
regi stered here?

MS. SCHAEFFER:  Yes.

CHAI RMVAN DI ENER:  The renmi ni ng percentage for
their equi ne pronotion and wel fare, backside
benevol ence, and al so their own operating expenses.

M5. SCHAEFFER: Yes, | believe that's
3 percent.

CHAI RVAN DI ENER:  And each horsenen's
association, if you know, has to maintain three
separate accounts, dependi ng upon how t hose noni es
are all ocat ed?

M5. SCHAEFFER: | don't know that.

CHAI RVAN DIENER:  So to the best of your

know edge, | want to ask you: Are any purse nonies
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associ ati on?

M5. SCHAEFFER Ch, no.

CHAI RVAN DI ENER.  To the best of your
know edge, are any breed devel opnent funds from
sl ot revenues paid to a horsenen's associ ati on?

MS. SCHAEFFER: Not to ny know edge.

CHAI RVAN DI ENER: Wbuld it, in fact, be true
that the only funds from sl ot revenues that are
payabl e to horsenen's associ ati ons are those that
are distributed for equine pronotion and wel fare,
backsi de benevol ence, and their own operating
expenses.

MS. SCHAEFFER: To ny know edge. Qur purse
doll ars all undergo the agreed-upon procedures
presented by the Raci ng Conmi ssi on.

CHAI RVAN DI ENER:  Goi ng back to this
$56 mllion, which is a ball park estimte of what

t he percentage of AGR from sl ot revenues woul d go

52

to the horse racing industry. The 12 percent would

be about the sanme anount based upon your estinmate?
MS. SCHAEFFER: It is very close.
CHAI RVAN DI ENER.  Cl ose enough for our

di scussion this norning. The purses represent

about $30 mlIlion, breed devel opnent about
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$24 mllion. So | think those two figures together
account for $54 mllion of the $56 nillion, and

t hat woul d represent about 96 percent of all the

sl ot revenues going to the horse industry. The
only remaining 3 or 4 percent would be that that
goes to the associations. |s that correct?

MS. SCHAEFFER: That's ny understandi ng of the
di stri bution.

CHAI RVAN DI ENER: Now, you tal ked, and
M. Keeler did al so, about the necessity -- |
believe it's in Section 5(c) of the Initial
Di stribution Agreenent -- about the subordination
that the horsenen's associ ati ons have agreed to.

MS. SCHAEFFER: Ri ght.

CHAI RVAN DI ENER:  What rights does a horsenen
associ ati on have to subordi nate purse noni es or
breed devel opnent noni es?

MS. SCHAEFFER: | would tell you,

Conm ssioner, that |I'm probably not the one to
speak to | egal rights.

CHAI RVAN DI ENER: Wwell, if you're not, who is?

MR. BABBI TT: Counsel would be. M. Keeler
woul d.

CHAI RVAN DI ENER:  Okay. Well, M. Keeler, is

that who? 1'Il ask a question when |I'm done wth
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You don't know?

MS. SCHAEFFER: Not legally, sir.

CHAI RVAN DI ENER. Wl |, of the 12 percent of
AGR that the horsenen's associ ations are going to
subordi nate, how nuch noney did you put in your
projections there for that subordination for those
horsenen's associ ations? $56 mllion?

M5. SCHAEFFER: | nmean, at this point, as
we' ve said, we've cone to understand that
subordi nation is possible, and then we woul d put
the details to the plan. | nean, we really have
not vetted those details to the degree that you're
asking ne right now.

CHAI RVAN DI ENER:  But are you assuni ng that
all of --

M5. SCHAEFFER:  Yes.

CHAI RMVAN DI ENER:  You're assuming all of that
woul d be subordi nat ed?

MS. SCHAEFFER:  Yes.

CHAI RVAN DI ENER:  When | say all of that --
|"msorry -- the entire $56 mllion.

MS. SCHAEFFER Ri ght, exactly.

CHAI RMAN DI ENER:  You al so testified in your

testinony your famliarity with SB 609, or
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MS. SCHAEFFER: Yes, sir.

CHAI RVAN DI ENER:  To the best of your
know edge, was there or has there been any change
to the mandatory distribution and all ocation of
sl ot revenues received for horse raci ng?

MS. SCHAEFFER: Not to ny know edge.

CHAI RVAN DI ENER:  Thank you. No further
questi ons.

M5. SCHAEFFER: But | would tell you,
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Conmmi ssioner, I'mcertainly not the expert on the
| anguage.
CHAI RVAN DI ENER: | under st and.
Questions from other Conm ssioners? |'msorry

| preenpted peopl e.

COW SSI ONER SCHAEFER: M ss Schaeffer, ask
you this: |If the $56 mlIlion were taken out, what
are your projections what is the inpact on your
borrow ng capacity if you do not subordinate the
$56 mllion?

MS. SCHAEFFER I f we did not subordinate?

COW SSI ONER SCHAEFER: Did not subordinate.

MS. SCHAEFFER: Well, | nean, really through

the 2nd right now, | would tell you the narket is

about 5 to 5 1/2 tinmes of EBI TDA. So that woul d be
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the sane on our existing EBI TDA would be 5 to 5 1/2
times on the initial subordination. Not conpletely
all of that 5 to 5 1/2 tinmes because it's really
just a cash flow subordi nati on.

COW SSI ONER SCHAEFER: But the $56 mllion
woul d not be in your EBITDA unl ess they
subor di nat e?

MS. SCHAEFFER: Exactly, yes, uh-huh

COW SSI ONER SCHAEFER: So wi t hout the
$56 mllion in there, you think that's going to
reduce your borrowi ng capacity by $250 million?

MS. SCHAEFFER: Well, | don't think it'll be a
full 5 times turn on that subordination, no. | do
think that you'll get sone credit in the market on
subordi nati on of cash flow.

COW SSI ONER SCHAEFER: One question | was
going to ask earlier, and it didn't cone up on your

resune. How | ong have you been wth Centaur?

MS. SCHAEFFER: | worked with Huth Thonpson in
Laf ayette. |'ve been doing Centaur's work for over
ten years.

COW SSI ONER SCHAEFER:  Thank you.
CHAI RVAN DI ENER:  Any ot her further questions
fromthe Conm ssioners?

Thank you, M ss Schaeffer. You're excused.
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And | hate to go out of order, M. Babbitt.
Wuld it be appropriate for ne to address ny
questi on?

MR. BABBITT: Chair Diener, it's appropriate
for you to take anyone in any order you want to
take them So we woul d be nore than happy. Wuld
you like to call M. Keel er back?

CHAI RMVAN DIENER:  |I's he the one you
desi gnat ed?

MR BABBI TT: Yes.

CHAI RVAN DI ENER:  Ckay. That's fi ne.

Have to remind you, M. Keeler, you're stil
under oat h.

MR, KEELER Ckay.

CHAI RVAN DI ENER:  Now |'ve forgotten ny
question. The $56 mllion we were tal king about,
whi ch was an approxi mation, | asked the question, |
bel i eve, sonething to the effect that in the
subordi nation agreenent -- | believe in
Section 5(c) -- the horsenen's associ ati ons have
agreed to subordinate their rights to receive the
full required distribution in the event of default.
My question to Mss Schaeffer is: Wat are the
rights to receive that the horsenen's associ ati ons

have agreed to subordinate? And that question is
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based upon M ss Schaeffer's testinony, and ny own
under st andi ng, that the horsenen's associations
receive no nonies for purses or breed devel opnent.

That's the gist of it. 1Is that clear or do |
need to try to --

MR. KEELER: No. | think |I understand where
you're going. And let ne tell you where | cone
fromin terms of not so much their right to receive
but ny interpretation of statute. That is that the
new code sections that previously have been
referred to that were enacted by Senate Bill 609
give the horsenen and the licensees in the initial
di stribution agreenent the right to agree upon
anything else that they believe to be inportant in
addition to the 10 to 12 percent of AGR The
product of that negotiation, | believe, then flows
into Section 12, which was also in the Senate bill
enacted, which is the section of the code that
makes the distributions you referred to.

So it's ny judgnent, M. Chairnman, that
Senate Rule 609 gives the |icensees and
associ ations the right to nake any deci sion they
want to, subject to Comm ssion approval, and the
product of that negotiation then flows over to

Section 12 and is distributed in accordance wth
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its provisions, which are all percentages, not
fixed dol | ar anpunts.

And | can tell you that as the bill made its
way through the General Assenbly, one thing that
both the associ ations and |icensees were very
careful of was not to adjust or interfere with that
exi sting distribution fornula which had been
negoti ated years ago and everybody had a vested
i nterest in.

CHAI RVAN DI ENER.  This nmay be | ess of a
question and nore of just so you understand where
I'"mcomng fromon this, M. Keeler. Wen | |oo0k
at purse nonies or breed devel opnent nonies, those
are for individual owners and trainers racing their
horses on the track. Horsenen's associ ati ons, as
such, have no authority, no control over those
funds. They never have had.

And this is what's causing ne heartburn about
this, 1s having an association agree in the event
of default to subordi nate noni es which heretofore
t hey' ve had no authority, no rights to receive
what soever. Those are for the benefit of the
i ndi vi dual participants in horse racing. |If you
just want to say you disagree with ne, that's fine.

| just want to make sure you understand ny probl em
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as a matter of |law where I'"'mcomng fromon this.

MR, KEELER: | do, M. Chairman. And | do
di sagree with you. But if |I mght just |ayer a
little bit nore on. And that is, it seens to nme in
609 the CGeneral Assenbly in essence appointed those
associations with contracts to be representati ves
of those individual horsenmen and gave those
i ndi vidual s and that conmttee created by 609 great
powers and great authority. You know, it subjected
everything they did to the audit by the State Board
of Accounts. Wile the legislature, | don't think,
contenplated it, the Public Access Counsel or
deci ded these neetings were nuch like the city
council and this body, needed to be open to the
publ i c because was noni es were bei ng spent.

And | would go on. | think the point that it
didn't go directly to subordination, but | think
proves the point that the |l egislature intended to
give these commttees that power, to represent the
i ndi vi dual horsenen, goes to the fact that they
coul d negotiate that range between 10 and
12 percent. So in essence this commttee was
enpowered to take away i n essence 2 percent from
every individual horsenman wi thout himor her having

their 1 ndividual voice heard but through their
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representation.

Sol firmy believe that the | egislature
enpowered this conmttee and its nenbers to make
t hese deci si ons.

CHAI RVAN DI ENER:  But you said earlier -- and
| think it still shows -- that the mandatory
di stribution and allocation section, -12, was never
nodi fi ed one iota by the 2013 anendnments. |t
stands as is.

VR. KEELER: | nmean, just for clarity,
Section 12 was anended, but the provisions we're
tal ki ng about were not. It does stand as is. But
| think it's really inportant if you read the two
sections together, what 609 did was take new
sections, the product of the negotiating commttee,
the I DA, and fund Section 12 distributions.

CHAI RVAN DI ENER:  Thank you.

MR. KEELER: You're wel cone.

CHAI RMVAN DI ENER W'l | agree to di sagree, but
that's all right. Appreciate it. Thank you.

MR. KEELER: You're the wong guy to be
di sagreeing wth.

CHAI RVAN DI ENER: M. Babbitt, next w tness?

MR. BABBI TT: Thank you. We'Il call Tom

Mosl ey.
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TOM MOSLEY, havi ng been previously duly sworn
by the Chairman, took the stand and testified as

foll ows:

DI RECT EXAM NATI ON

BY MR BABBI TT:

Q Wuuld you state your name for the Comm ssi on,
pl ease.

A M nane's Tom Mosl ey, and |I'mthe director of
i ndustry relations for the Quarter Horse Racing
Associ ati on of | ndi ana.

Q And for the benefit of sone of the newer Comm ssion
menbers, please give thema brief -- and |
hi ghlight the word brief -- history of your
participation in the horse racing industry.

A 1'ma horsenmen and the horsenen like to talk, and
that's the joke he's making, |I'massumng. |'ve
spent ny entire life around racing, specifically
quarter horse racing. And believe it or not, | can
actually show you a picture when I was seven or
eight years old that | was a jockey on one of ny
dad's horses at a little county fair.

| made ny living for a very long tinme shoei ng
horses, primarily racehorses, and had sone
significant health issues a few years ago and

started training full-time. And for the last two
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or three years, |'ve had a very successful training
career racing quarter horses.

|'ve been involved with the QHRAI for the past

several years in just about every aspect. |If
sonebody didn't want a job, | would get the job.
But nore specifically, | was a representative of

the coalition for the Quarter Horse Racing
Associ ation that negotiated the horsenen's split
from4 percent to 8 percent, and fromthere all the
way to the initial application process.

One of ny proudest things that |I'm hopeful
that ny kids are going to care soneday, but the
very first application that was presented, there
was no revenue and we were asked to put together
budget s and revenue projections -- and we do things
i n-house, which neans there's two or three of us
that do nost of it -- and after everything was said
and done, the revenue projections that we nade were
very, very, very accurate. |In fact, nore accurate
than the Comm ssion or anybody else, just for the
record. And | don't know if that's sad or not that
that's one of the highlights of ny involvenment wth
t he associ ati on or not.
Let ne nove you a couple areas | hadn't thought

about. As a nmenber of the quarter horse group,
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does the Indiana Quarter Horse Associ ation
negotiate wth the tracks? Aside fromthe |IDA, do
they negotiate an agreenment that's for the benefit
of the horsenen?

Yes.

And what sort of things are they negotiating as

t hey negotiate on the horsenen's behal f?

Yes. What | would tell you is very specifically
keep in mnd I'ma horseman, and ny role w th our
board is to conmmuni cate i ssues to our horsenen and
bring their input and feedback to our board and
interact with the Conm ssion. And we have nore
horsenen's neetings than any group, maybe all the
groups all put together.

And we have two significant horsenen's
neetings in the fall that are planning neetings for
the followi ng year. And the exact thing that we
put on a big white board -- we're not to the
Power Poi nt yet, we use white board -- there's not
one single aspect of our program fromthe breed
devel opnent to the percentages paid out in owner's
awards, to the purse levels, to the anount of races
that are run, to the amount of total purse nbney
distributed the follow ng year that you can't have

I nput on.
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So basically what that would nean is if for
some reason our purse account was getting too
di l uted, our horsenen could voice that concern to
us. And then when we go to the tracks and breed
devel opnent advisory conmmttee and start
negoti ating for the next year, we bring that
concern to whoever it would be we're neeting with
that we don't want to use the purse noney that way
this year
So in essence, when you're negotiating those
agreenents with the tracks, you're taking into
account not only what the horsenen are telling you
on the backside but purse nonies that they would be
entitled to, sone breed devel opnent, race dates,
t hose sort of things?
Absol utely. | nean, our board of directors -- and
I'mnot real famliar with the other boards -- we
are owners. That's who we are; we're owners and
trainers. W're not a corporate board of people.
In fact, nost of our directors don't have tine to
be directors. W nmake our living in the racehorse
busi ness, and this is what we do.
And | hesitate to get into this, but because of the
questions, | think it's inportant to do that. Let

me ask you: | know this is a way-down-the-road
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sort of question. But if there was approval by the
Conmm ssions of the IDA and if there was approval of
the refinance and if there was subordi nati on and
all those sort of things, if you got to a point
where a senior | ender would subordi nate, do you
have a concern that purses wouldn't be able to be
paid i nmediately? Are you followng ne? 1Is there
a reserve in the purse funds that are avail abl e
now?

Yes. Qur directors and the commttee that
represented our horsenen at these neetings, we've
actually went through the specific history posted
on the Conm ssion website of the account bal ance on
our purses.

And barring what we would consider -- we've
heard this phrase thrown around -- a worst-case
scenari o, we don't believe that one m ssed paynent
woul d affect our purse levels at all. And again,
this is worst-case scenario. |In fact, the scenario
we used in a horsenen's neeting was it's kind of
li ke did the tornado go through our house or
t hrough the next door nei ghbor's house as far as
wor st - case scenari os.

Two paynents m ssed, depending on the tine of

the year, would start to affect the actual purse
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| evel s.

Now, you were not a designated nenber of the
negoti ati ons conmittee; correct?

Each associ ati on had one person to vote, and |
wasn't that. President, Chris Duke, was.

So you didn't sign the I DA, correct?

No.

But M. Duke did?

Yes.

And ny understanding is that you participated in
all the public neetings of the negotiations
committee. |Is that correct?

Yes.

And then other than those public neetings where the
| DA was negoti ated, did you have backsi de neeti ngs
with the horsenen to tal k about what the

di scussions were and the negoti ati ons were?

Yes. And prinarily it was coi ncidence. W neet

al nost weekly, at |east every two weeks, wth our
horsenen at the racetrack. And this would be
simlar to a legislator com ng out on the steps and
not asking for nenbers of his party to cone. Just
anybody that wants to cone. They're announced on
the backside, and literally dozens, if not close to

100 people, wll show up and we di scuss these
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t hi ngs openly.

We kept our horsemen in the |oop wth what we
knew at a given tine. And the way that the
meeti ngs were conducted, we didn't speak out of
turn; but as information becane available to us, we
shared that w th our horsenen.
The m nutes of the Cctober 10 public neeting
reflect that you nade a statenent to the effect
that the tracks and horsenmen's ability to
unani nously agree to support the initial
di stribution agreenent proved that they were truly
unified as one industry. D d you say that?
| ' m guessing | did.
Do you believe that the unani nous support for the
initial distribution agreenment marks an inportant
m |l estone in the history of |Indiana horse racing?
| really, really, truly do. And | think our
horsenmen do. And | don't just think that this is
going to be a mlestone just in Indiana, but I
think down the road that this wll be | ooked at
nationally as an alignnent between not one horse
associ ation but three horse associ ati ons
representing three different groups of horsenen,
three different breeds, and ownership of a track

wth all the sane conmmpn goal. | nean, there's
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tracks around that only want you to use 40-watt

i ghtbul bs, and here we're going to put a

$35 million capital inprovenent on the front side.

| nean, it's just mnd boggling.

Describe, if you would, to the Conm ssion froma
rubber neets the road standpoint, what's the

relati onship of the Quarter Horse Association with
Centaur and its nanagenent team

We're the small est group, and we self-represent,

whi ch neans Chris and | go to a | ot of neetings.
And if it wasn't for the way that the neetings were
conducted and the way that everyone -- Rod,
JimBrown, Brian El nore, John Schuster, everybody

i nvol ved. Tammy Schaeffer, | nean, the stupid
questions that | would ask Tanny Schaeffer. And,
you know, there's a saying that there's no question
stupid, but it was inportant to ne to really
understand sone of this. Not that | understand to
the details | want to be questioned I|ike

M ss Schaeffer did.

But | knew it was going to be inportant for ne
to try to explain this to our horsenen so we could
get honest feedback fromthem did they feel |ike
this was the right thing to do. And if it wouldn't

have been for the environnent of the neetings and




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © 0O N o o0 M W N Rk O

70

the environnent, it certainly appeared to ne the
earnest intent to get true feedback fromthe

hor semen just coul dn't have happened.

Al'l right. Based upon your observations was the

| DA entered into freely and voluntarily by the
parties after extended good-faith, give-and-take
negoti ati ons?

Very nuch so.

And have you reviewed the proposed | DA? |
understand you didn't sign it. The one that's now
bef ore the Conm ssion, are you famliar with its
terns?

Yes, | am

Did the Quarter Horse Racing Associ ation of

| ndi ana' s board of directors discuss and consi der

t he provi sions of the | DA?

Yes. We kept our directors in the |loop on, it
seened like it was, a weekly neeting ongoing. And
t hen when the final draft canme out, the board -- it
was actually part of a |l engthy neeting -- voted on
it unanimously to support this.

And do you believe that the Quarter Horse Racing
Associ ati on board of directors understood the risks
i nvol ved as they were expl ai ned?

Yes. | know | mght not be brief here. But that
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was the thing that we probably tal ked about as nuch
w th our horsenen and our horsenen tal ked to us
about. For ne to go in front of our horsenen as a
group, | take that role real seriously, as does
Chris, and to tal k about this subordination.

And we started tal king about the risks and the
possi bl e benefits of this, and | think the
horsenen's feedback to us is sonething I wsh there
was a way for you to hear. But risk is a nan
taki ng a second nortgage on his farmto breed
horses that won't race for three years. That's
risk.

And, you know, we've been racing here for
close to twenty years, and when we first started
racing, we only had one or two races here. There
was no quarter horse racing industry. And we grew.
And it becane apparent early on that we needed
raci nos, and | got involved and ot her nenbers on
our board, that's when we started getting invol ved
and getting involved | egislatively.

And when | ndi ana Downs cane online, purses got
cut in half, and we had to get racinos. W had to.
And then we got racinos. And there was naybe about
twenty-two seconds of total relief to all the

horsenen. We had the noney. This was what we all
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wanted forever. And then we started heari ng about
what was goi ng to happen at the State House.

And risk is the State House, especially to us,
who we don't have | awers representing us at the
State House, risk is a man that has a pasture ful
of horses and has absolutely no control of what
happens at the State House and going to take all of
our noney. To have sone of the npbst respected
| egi sl ators, apparently for just political reasons,
tell the newspaper or tell a TV canmera that we're
just going to elimnate that. W don't need that.
That's ri sk.

And so when | and Chris was trying to explain
to our horsenen about the worst-case scenario or
the risk involved, it was out of context. It
al nost was hard to explain. There was no oversi ght
w th what was happening at the State House. You
know, we kept hearing about this haircut. | heard
the termhaircut nore than ny little boy hears
about haircuts. There wasn't going to be oversi ght
in what was going to happen with the noney that the
State took from us.

And the thought of going into a future with
stability, a seven-year contract, it's just

unbel i evable. | wish there was a way that | could
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better share our horsenen's ent husiasm about novi ng
forward.
Thank you.
And | know that wasn't brief.
| appreciate that. You, | think, touched well on
the certainty and stability, the inportance of
that. Let's talk a little bit about benefits of
potential inprovenents at |Indiana Downs to the
extent there's a refinance particularly. How does
t hat i npact the horsenen that you represent?
Well, first of all, the stability, | just don't
know how to enphasi ze that enough. The anount of
noney t hat horsenen are spendi ng what we woul d cal
in the dark. Inmagine going to a bank and telling
the |l oan officer, "WlIl, I'"mgoing to have sone
senen shi pped here to breed sone horses for sone
races we're going to have in three years."” | nean,
it's a rough deal.

But the benefits beyond that, you know, ny
ki ds when they're not in school and not in sports,
this is where | work. It's where | spend every
day. And for themto cone to the racetrack and see
what's goi ng on and new barns and all of the
t hi ngs, you know. The grandstand i nprovenent, |

mean, it's just unbelievabl e.
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In fact, one of the things, you know, | really
struggle sonetines to figure out different things
' mgoing to share with ny kids why | mss so many
things. And | shared the story -- and | think it
was | ast year -- that Chairman D ener said about
our quarter horse day. It was a very proud nonent,
whet her you knew it or not. W still brag about
that. Especially if other people are |listening, we
tal k about how Chairnman Di ener |iked that.

But the point that I'mtrying to make is we
all need to get people on the apron of the
racetrack. W need to create horse racing fans.
It's probably the biggest downfall of entire racing
industry in the United States. And the fact that
Centaur is going to nake $25 nmillion or $30 mllion
worth of capital inprovenents, that's our
wor kpl ace. | magine -- not you so nmuch, because |
bet you have pretty a nice office --

You m ght be surprised.

-- but inagine for no particular reason that the
conmpany you worked for was just going to double the
i mprovenents, nake it a state-of-the-art facility
that we could be proud of everywhere in the

United States. It's just unbelievable. It's

really exciting. |It's great thing.
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Based upon both the benefits and the risks
presented by the initial distribution agreenent, do
you believe that the initial distribution agreenent
shoul d be approved by the Comm ssion?

Very nuch so.

And for the reasons that you' ve stated?

Yes. Yes, very nuch so.

Anyt hing el se you'd |i ke to add?

Does this fall under the brief?

The one thing that | do want to nention. You
know, | don't this professionally. | speak in
front of one group once a year, and it's this
group. In fact, I'"mgoing to do a | ot of speaking
today, | guess, with our application.

You know, truly, our board, which is nade up
of horsenen, and the horsenen that we've talked to
feel like that we understand there is risk that
sonething could go terribly wong for Centaur
unf oreseen and there could be disruption, but we
al so feel as though that there's safeguards in
pl ace. The way that we explained it to our
horsenen -- and | believe | would be corrected if
this wasn't correct -- is that any refinancing' s
going to be brought back before this Comm ssion to

be approved. The details of subordination are
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going to be brought back before this Comm ssion.

And sonet hing that cane up at one of the very
| ast neetings that we had was this, and it really,
| think, hel ps understand the perspective of the
horsenmen. The people that we're entering the
contract with, this isn't an investnent group from
Las Vegas. This is a group of people that have
been involved in horse racing since we first raced
a horse in Indiana. And | think no matter what
ki nd of business agreenent you're going into, to be
able to do business, to kind of feel each other out
for twenty years before you step into a big
contract, tonme it's a really perfect scenario.

MR. BABBI TT: | have no further questions.

CHAI RVAN DI ENER: Do you have any further
testi nony yourself, M. Babbitt?

MR. BABBITT: Not with this w tness.

CHAI RVAN DI ENER: M. Mbsl ey, does the
Quarter Horse Racing Associ ation receive purse
nmoney?

MR, MOSLEY: No.

CHAI RVAN DI ENER: Does the Quarter Horse
Raci ng Associ ation receive breed devel opnent noney?

MR, MOSLEY: No.

CHAI RVAN DI ENER:  Now, | do want to reaffirm




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © 0O N o o0 M W N Rk O

77

what Tom said, without any criticismof harness
raci ng or thoroughbred racing. |If you haven't had
a chance, go see an all quarter horse day because,
one, it's a lot of fun, and two, the quarter horse
peopl e are really good peopl e.

COMM SSI ONER SCHAEFER: |'d second that, Tom
| al so second what you said about the | ocal
owner shi p.

My question to you is: You testified that if
you m ss one paynent, it's not going to hurt; if
you m ss two paynents, it's going to sting alittle
bit. What happens if you m ssed a year or two?

MR. MOSLEY: A year or two?

COW SSI ONER SCHAEFER:  Year or two.

MR, MOSLEY: Well, it'd be catastrophic. W
couldn't afford to mss a year or two of deposits.

COWM SSI ONER SCHAEFER:  You understand that's
a possibility?

MR. MOSLEY: Absolutely.

COW SSI ONER SCHAEFER: And t he guys you told
us that are going out and buying the senen and all
that type of thing, two years down the road they're
going to be ready to race and they're not going to
be able to do that.

MR. MOSLEY: Yes. | nean, froma |ayman's
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poi nt of view, what you're saying would be this is
the way we would ook at it. Maybe this is
incorrect. So we look at it if a man has a good
job and he mght lose his job if he gets shot. |
nmean, the scenario that would have to happen to
stop purse deposits for two years, at |east the way
that the people we've tal ked to and asked
questions, sonething very catastrophi c would have
happened.

But it's possible. Anything s possible.

COW SSI ONER SCHAEFER:  Anyt hi ng' s possi bl e.

MR, MOSLEY: Yes.

COW SSI ONER SCHAEFER:  Never say never.

MR, MOSLEY: Never say never, that's correct.

COW SSI ONER SCHAEFER:  Thank you.

MR. MOSLEY: Thank you.

CHAI RVAN DI ENER:  Any questions fromthe
Conm ssion Staff?

MS. ELLI NGWOOD: | have no questions.

CHAI RVAN DI ENER:  Thank you.

MR. MOSLEY: Ckay. See you in alittle while.

MR. BABBI TT: Qur next w tness would be
Nat HiI1.

CHAI RMVAN DI ENER  Good norning, M. HIIl.

MR. HI LL: Morning.
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NAT HI LL, havi ng been previously duly sworn by
t he Chairman, took the stand and testified as foll ows:
DI RECT EXAM NATI ON
BY MR BABBI TT:
Q Good norning, Nat.
A Morni ng, Robin.
Q | have handed you what has been narked Petitioner's

Exhibit 7. 1It's your affidavit dated October 15,

2013. Is that your signature?

A Sure is.

Q Is that your statenent?

A Yes.

Q D d you nmake this affidavit under oath?

A Yes.

Q D dyou submt this affidavit freely and
voluntarily?

A Yeah.

Q Do you affirmthat all of the statenents that
appear in this affidavit are true and correct as if
you'd nmade t hem under oath today?

A Yes.

MR. BABBITT: | request that Exhibit 7, the
Cctober 15 Affidavit of Nat HlIl, be admtted into
and made part of the adm nistrative record,

M. Chair.
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You were not a designated nenber of the

negoti ations commttee; is that correct?

That's correct. M good friend, Jack Kieni nger,
put me on there.

And you will be eternally in his debt for that one.
(The w tness | aughed.)

You did, however, participate in all but one of the
public nmeetings of the negotiations conmttee;
isn't that true?

Yeah. Keeler didn't e-nmail nme a message about the
| ast one. | think he heard enough probably.

So you nade all of thembut the | ast?

Al'l but the | ast.

In addition, you did attend the Septenber 13
nmeeting with Jack Kieninger, Roger Young, nyself,
and John Keeler, did you not?

Yes, | did.

At that neeting did those present engage in a
detai | ed di scussion invol ving the concept of
subordi nation in the event of default under the
current financing Centaur has in place and the

| SA's willingness to take on the risk of

subordi nation as | ong as the current nanagenent
team remai ns i nvol ved?

Yeah, current nmanagenent team
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Q And explain to the Conmm ssion why that's i nportant.

A Well, we devel oped trenendous trust and respect of

Centaur. |If Centaur's not going to run this show,
t hen subordi nation's out the wi ndow and any nunber
of things are out the window. W brought it up.

It was our main concern. Look, we're not going to
subordi nate this noney unless and until we can be
assured that Rod Ratcliff and Centaur are running
this boat. It would nake no sense. And I'IIl Ilet
my friend, Jack, elaborate on that in a bit because
he's going to testify.

Well, | mght forget to ask him Just in case

do, why don't you el aborate.

Well, you just have to go to other states and see
how horsenen's groups operate with tracks. It's
unbel i evabl e. They never talk to each other.
They're isolated. The guy that runs the place has
got sonme office way in the back and sone guy that
stands outside and won't let you in. |It's totally
unbel i evabl e.

You go to Hoosier Park, and the big guy is
maki ng book in the back where if you get four races
ri ght and he doesn't then you get a hot dog or
sonething. | don't know. He's in his box. You

can go talk to him He's as open as a book. It's
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just a whole different deal. Wen we go in and
want to tal k, hey, what do you want to tal k about,
what do you need. Just | can't stress that enough.
It's a unique relationship.

Now, as a result of this nmeeting on Septenber 13,
there were concerns that you and your counsel,

M. Young, and Jack addressed that were actually

i ncorporated into the next draft of the agreenent,

were there not?

Yeah. W didn't negotiate very well. W should
have asked for nore. | think we would have
probably gotten it. It was a great neeting.

There was a concern you had about nmking certain
that the subordination would only apply to | enders
and no one el se; correct?

The exanple | used was are we going to get paid
ahead of the Beach Boys.

And you are?

And | was assured that we're first on the pecking
order behind the big noney that's going to
refinance this deal.

And there was sone di scussion as well about you
wanting an increase in a rate? To the extent a
paynent was m ssed, understanding it has to be made

up, you wanted it to be nade up not only at prine
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but at prine plus and you had a bigger figure;
correct?

Yeah. W went froma half to 2 1/2, and we shoul d
have asked 5.

But you're still comendi ng the agreenent in front
of this Comm ssion?

Ch, yeah.

Just checking. Based upon your observations was
the initial distribution agreenent entered into
freely and voluntarily by the parties after

ext ensi ve good-faith, give-and-take negoti ati ons?

Yes. And | know you told nme not to filibuster.
But | have to say, M. Diener, if you' d been at
these neetings . . . | about threw nyself at the

first neeting, and | said, "W have no authority to
sign this. Wo are you kidding? W're here to go
10, 11, and 12 and that's it." | said, "That's al
there is. | don't want to have 18 neeti ngs tal king
about sone great idea to do sonething different."

Ckay. As tine marched on, | becane convi nced
of one thing. The biggest fear we have is
bankruptcy, and the best way to avoid bankruptcy is
|l et the guy that runs the place renegotiate at a
nore favorable rate and save noney. Now, | ust

bet ween you, ne, and the fence post, the capital
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just stuff in there is okay and I'mglad it's gonna

happen.
The mai n reason the standardbred peopl e want

this to happen is to keep Centaur solvent, up and

running, and in a position to conti nue managi ng the

track. Because all we need is for this place to be

sold to Penn National or Harrah's or sonething, and

then | ook out, Jack. The next neeting wll be
10 percent in front of you. That wll be the
negotiation. That's howit'll work. | nean,
that's howit'll work.

Was the certainty and stability of a long-term

agreenent inportant to the | SA?

Wth all due respect to the United States

| egi sl ature, started out this year at zero. Zero?

How s that working for you? | got mares and a

pasture full of babies gonna race in two years.
Wll, then the next thing | see, $10 mllion.

Well, nmuch better. Yeah, that's very good. CQut of

56, we're gonna get 10.

I think it was the nagic of Centaur and the
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magi ¢ of our people at the State House and the fact
that we finally reached sone folk that it's an
agricultural industry.

Now it's off the table, as | understand it.
It's a contract between the two of us, and |
believe it's much nore stable. | feel a |ot better
about it. | don't know that we're going to get any
nore noney. M figures show that we got
12. 08 percent | ast year and we're going to get
12 percent this year. Well, | can live with that
because that's a lot better than zero or
$10 mllion.
Have you revi ewed the proposed |IDA that's now
bef ore the Comm ssi on?
Yes.
And you're famliar with its terms; correct?
Correct.
Did the | SA board of directors discuss and consi der
t he provi sions?
Yeah. It took about five m nutes, because they've
all fallen in love with Centaur and they don't want
anything to happen to Centaur. And if this hel ps
Centaur, they're good with it. And in their m nd,
bankruptcy's the last thing we want to have happen,

and we think that a better termin terns of this
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negoti ations will help prevent that.

Based upon your | engthy and extensive

i nvol verrent -- And | know that to be true.

| remenber when he sat there and you sat there.

Ri ght there's where you sat (indicating).

Based upon your | engthy and extensive invol venent
wth pari-mutuel racing in the state of |Indiana, do
you believe that the proposed IDAis in the best

i nterest of pari-mutuel racing?

Well, | certainly believe this one is. And | would
quote Phil Borchek (sp.) and call himKing Sol onon,
but he told ne never to do that.

And do you want to expound on that any nore?

Hi s recommendation quite clearly states -- and |
wish I'd brought it up here -- what you're
approving today is one year rolled into seven if
subordi nati on can be reached. But you're not
really approving subordination, as |I understand it
here. You're approving the contract that all ows us
to get into it.

And | gotta tell you, of the 12 people, I'l
probably be the hardest one when the noney cones
back fromWwall Street to |look at it the hardest.

But if it's a substantial reduction in interest

rates on a | oan of that size, nan, that's pretty
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hard to turn down for us as an industry. And we're

in this thing together, unli ke any other state in
t he Uni on.

| appreciate that. Based upon both the benefits

and the risks presented by the initial distribution

agreenent, do you believe that it should be
approved by the Conm ssi on?

Yeah.

s there anything else you'd |ike to add?
No.

MR. BABBI TT: | pass the witness, M. Chair,
at this tine.

CHAI RVAN DI ENER:  Commi ssi on counsel ?

MS. ELLI NGWOOD: No questi ons.

CHAI RVAN DI ENER:  Menbers of the Conmmi ssi on,
questions for M. HIIl?

COW SSI ONER SCHAEFER: M. HIl, I see that
you are treasurer. |'ll ask you the sane question
| asked Tom Mosl ey. What happens if over a year
you lose your $4.5 mllion contribution? Wat
happens to the associati on and your purses?

MR HILL: Well, due to continued uncertainty

about fundi ng, the Indiana Standardbred Associ ati on

has saved quite a bit of npbney over the years,

because we never knew where that check was com ng
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fromor if it was com ng. The purse account is a
signed wave. It's kind of an unusual thing. At
the start of the neet, there's a huge anount of
purse account. Towards the end it's close to zero.
It woul d depend when things bl ew up.

Yeah, it could be bad. But | guess ny initial
response would be if the track goes bankrupt and
t he doors are closed, what difference does it nake
whet her we subordi nated or not.

COW SSI ONER SCHAEFER:  Under st ood. Thank
you.

MR. HI LL: Thank you.

CHAI RVAN DI ENER: | have to thank M. HII,
because probably twenty years ago when | was j ust
getting ny feet wet, he was one of ny teachers to
hel p | earn about horse racing and |I've al ways had
the utnost respect for M. Hill and his integrity.
Thank you.

MR. HI LL: Thank you.

MR. BABBITT: Well said.

CHAI RVAN DI ENER:  We're taking a break. The
reporter needs a little break and naybe peopl e's
ki dneys need a break. So 11:00 we start again.

MR. BABBI TT: Ckay. Thank you.

CHAI RMVAN DIENER. | would rem nd everybody the
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Conmi ssioners are sitting as admnistrative | aw
j udges, so keep any comments to yoursel ves.

(A brief recess was taken.)

CHAI RVAN DI ENER:  We' Il reconvene the hearing.
M. Babbitt.

MR. BABBI TT: Thank you. The petitioners
woul d call Jack Ki eni nger.

MR. KIENINGER. M/ nane's Jack Kieninger. |I'm
president of the |Indiana Standardbred Associ ation.
It's K-i-e-n-i-n-g-e-r.

JACK KI ENI NGER, havi ng been previously duly

sworn by the Chairman, took the stand and testified as

foll ows:

DI RECT EXAM NATI ON

BY MR BABBI TT:

Q

QO >» O » O >

| handed you prior to the time you wal ked to the
podium the affidavit that you executed on

Cct ober 10, 2013. It's identified as Exhibit 6.
| s that your signature?

Yes, it is.

| s that your statenent?

Yes, it is.

Did you nmake this witten statenent under oath?

Yes.

Did you submt it freely and voluntarily?
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Yes, | did.

Do you affirmthat all of the statenents that
appear in this affidavit are true and correct as if
you had nmade them under oath today?

| do.

MR. BABBITT: | request that Exhibit 6, which
is the Cctober 10 Affidavit of Jack Kieninger, be
admtted into and nmade part of the adm nistrative
record.

CHAI RVAN DI ENER.  So adm tted.

Now, ny under st andi ng, Jack, is that you were a
menber of the negotiation commttees and a
signatory to the proposed IDA. |Is that correct?
| was.

Let nme hand you Petitioner's Exhibit 1, and |'|
see if | can find the right page. | wll ask you
if that appears to be a true and correct copy of
t he docunent that you signed.

It is.

You were invited to and did participate as
president of the 1SAin the public neetings of the
negoti ation conmttee; is that correct?

| did.

And did the | SA board of directors discuss and

consi der the provisions of the |DA?

90
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Yes, we did.

Did the board direct you to sign the | DA?

Yes, they did.

As a nenber of the negotiations commttee and a
signatory to the I DA, on behalf of the I SA are you
requesting that the Conmm ssion approve the | DA?
Whol eheartedly.

And you heard Nat testify this norning; correct?

| did.

And you heard himtestify about the neeting that

t ook place at Hoosier Park on Septenber 13;
correct?

| did.

And do you have any different recoll ection of that
nmeeti ng?

No. We just had a few questions, and you guys were
very forthcomng with the answers. You satisfied
any of the questions that we had. So, yeah, we
thought it was a really good neeting and we were
satisfied with it.

Good. Is there anything el se you would |li ke to add

to your testinony to the Comm ssion at this tine?

You know, we -- "we" as the signators, Joe and
Chris and nyself -- we took this very seriously.

We're playing with $58 million. This wasn't
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sonet hi ng, you know, that you just, oh, yeah, we're
going to sign. W did a lot of investigations. W
had a all-breed neeting at the |ISA office. W had
M. Ratcliff come to our board neeting and

M ss Schaeffer and explain exactly to the board
what subordi nati on was and what the risks and the
benefits woul d be.

I just wanted the board to understand that in
no other state do we have the ability to go to the
owners of the racetrack, talk to the Conmm ssi on,
like we do in Indiana. So we take everything that
we do as a board really serious, and I'm sure the
other two breeds wll say the sane thing. W're
not going in this agreenent with our eyes cl osed.
We think it's the best thing for the State of
| ndi ana and hor se racing.

You know, ny people are nore concerned with
stability than the $58 mlIlion. 1've had 100
horsenen ask ne how long is this contract going to
be for. Wen you say, well, it's a possibility it
coul d be seven years, they just |love that. |
didn't have any of them ask ne, well, how nuch
noney we going to get or how nmuch we going to race
for. They're nore concerned about the stability to

be able to make plans to buy a farm breed nares,
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and the whole nine yards in Indiana, and this
contract gives us that opportunity.

W are really grateful for the managenent of
Centaur to bring this proposal. W was happy to
work with themin the legislature to get this done,
and we're very pleased with howit all turned out.
And we, as the Indiana Standardbred Associ ati on,
all the board nenbers are whol eheartedly in favor
of this contract.

MR, BABBITT: W woul d pass the w tness at
this tine.

CHAI RVAN DI ENER:  Commi ssi on counsel ?

MS. ELLI NGWOOD: No questions, Chairman.

CHAI RVAN DI ENER:  Menbers of the Conm ssion?

Thank you, M. Kieninger.

MR. KI ENI NGER:  Thank you.

CHAI RVAN DI ENER: Next w tness, pl ease.

MR. BABBI TT: Next w tness woul d be Joe Davis.

JOSEPH DAVI S, having been previously duly

sworn by the Chairman, took the stand and testified as
foll ows:

DI RECT EXAM NATI ON

BY MR BABBI TT:

Q State your full nane for the Comm ssion and your

position wth the HBPA
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Joseph Davis, J-o0-s-e-p-h, D a-v-i-s. President of
t he | ndi ana HBPA.
Sir, | have handed you the undated verified witten
statenent that is identified as Exhibit 8 Do you
see that?
Yes.
I s that your signature?
Yes.
| s that your statenent?
Yes.
Does it contain an attachment indicating your
experience in the horse racing industry?
Yes.
Did you make this witten statenent under penalties
of perjury?
Yes.
Did you submt this statenent freely and
voluntarily?
Yes.
Do you affirmthat all of the statenents that
appear in this verified statenent are true and
correct as if you had nmade them under oath today?
Yes.

MR. BABBITT: | request that the

Verified Statenent of Joe Davis identified as
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Exhibit 8 be admtted into and nade part of the
adm ni strative record.

CHAI RVAN DI ENER: Exhibit 8 is so adm tted.
You were a nenber of the negotiations commttee and
a signatory to the proposed IDA, weren't you, sir?
Yes, that's correct.
And you were invited to and did participate as
president of the Indiana HBPA in the public
nmeeti ngs of the negotiations committees?
Yes.
Did the I ndi ana HBPA board of directors di scuss and
consi der the provisions of the |DA?
Yes.
Did the I ndi ana HBPA board of directors direct you
to sign the | DA?
Yes, they did.
All right. Well, nowl'll hand you what's been
mar ked Petitioner's Exhibit No. 1, which has been
identified as a true and conpl ete copy of the I|IDA
Ask you if your signature appears on that docunent.
Yes, it does.
As a nenber of the negotiations commttee and a
signatory to the I DA, on behalf of the Indi ana
HBPA, are you requesting that the Comm ssion

approve the Initial D stribution Agreenent?
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Yes, | am
Is there anything else you would like to add, sir,
to the Conmmission at this tine?
The only thing |I've got to add is that our group
just believes that the stability this agreenent
brings is just great for our industry. That's it.
Thank you.

MR. BABBITT: | would pass the w tness.

CHAI RVAN DI ENER:  Conmi ssi on counsel, any
questi ons?

MS. ELLI NGADOD: No questi ons.

CHAI RVAN DI ENER:  Commi ssi on nenbers?

Thank you, M. Davis.

MR. DAVIS: Thank you.

MR. BABBI TT: The next w tness woul d be
M ke Brown.

M KE BROW\, havi ng been previously duly sworn
t he Chairman, took the stand and testified as
| ows:

MR BROAWN: |'m Mke Brown, B-r-o-wn, the
executive director of the |Indiana HBPA

Most of what | have to say has been covered,
so I'll be relatively brief. | was the executive
director of coalition that worked with the tracks

and all four associations to help gam ng slots
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support racing in the first place. | sat through
all of our neetings, took great notes in all the
neeti ngs, participated in the conversations within
the industry. | also participated in the education
process of the General Assenbly.

Thi s agreenment honors the spirit of what we
tal ked about. It honors it to the letter and
beyond. W' ve always worked in Indiana in a
partnership that is unprecedented in other states.
Wien | talk to ny peers in other states, they ask
me how we put this together. | tell themthat we
didn't do this; the legislature did it; but we
cooperated in a way that other states sinply do not
do. This agreenent carries that on.

| attended all the public neetings of the 609
negotiating conmmttee. W, the |Indiana HBPA, urge
t he Conmm ssion to approve this. |t was negoti ated
in good faith. It was a product of a |lot of give
and take wwthin the commttee. Was reviewed by our
counsel, our accountants prior to execution.

It provides outstandi ng benefits to
t hor oughbred horsenen in the way of track
i nprovenments, both irrespective of and in the event
of refinance, and | think that's inportant.

Regar dl ess of whether they go on wth the
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refinance, Centaur has commtted to making

i nportant inprovenents to the track at

| ndi ana Downs, inportant inprovenments to the

condi tion of racing at |Indiana Downs. That shows
their level of commtnent to this partnership. W
note it, and we appreciate it.

We entered into this agreenent exercising our
own free wll. They didn't pressure us to enter
this agreenent. As | nentioned, we did have our
professionals reviewit. Qur legal team our
accounting teamreviewed this, and are both
confortable with our participation in the
agr eenent .

From our perspective, though, the very best
reason for us to urge the approval of this
agreenent is the fact that it's a true reflection
of the uni que arrangenent and the uni que
rel ati onshi p between I ndi ana horsenen and our track
partner, Centaur. The trend in the industry is
conpletely the opposite direction. |In nost places
there's a dynam c tension between the operators of
the track and horsenen. It's alnost a | abor
managenment tension. By contrast, this agreenent
recogni zes one i nescapable fact. W are partners

in this particular venture. W're partners in
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partners in generating econom c and enpl oynent
growh in the state of I|ndiana.

The | egi sl ature recogni zed this when they
fundanental | y changed the way slot revenues are
distributed. This is between the track and
horsenen. Qur success is linked to this
partnership. For that reason we urge the Indiana
Hor se Raci ng Comm ssion to approve this
di stri bution agreenent so that we can get started
on the next step in bringing honme a w nner for
| ndi ana.

MR. BABBI TT: Thank you. No questi ons.

CHAI RVAN DI ENER:  Commi ssi on counsel ?

MS. ELLI NGADOD: No questi ons.

CHAI RVAN DI ENER:  Commi ssi oner s?

Thank you, M. Brown.

MR. BABBI TT: Qur next w tness woul d be
Chris Duke, the current president of the
Quarter Horse Racing Association of | ndiana.

MR DUKE: H . |I'mChris Duke, D u-k-e,
president of the Quarter Horse Raci ng Associ ation.

CHRI S DUKE, havi ng been previously duly sworn

by the Chairman, took the stand and testified as

foll ows:

99
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DI RECT EXAM NATI ON

BY MR BABBI TT:

Q Let ne hand you what's been marked Petitioner's
Exhibit 9 and ask you if that's a verified witten

statenent that was signed by you on Cctober 14,

2013.

A Yes, it is.

Q Contains your signature?

A Yes.

Q It's your statenent? D d you nmake this witten
stat enment under penalties of perjury?

A Yes.

Q Ddyou submt it freely and voluntarily?

A Yes.

Q Do you affirmthat all of the statenents that
appear in this verified statenent are true and
correct as if you' d made them under oath today?

A Yes.

MR. BABBITT: |I'd request that the Cctober 14
Verified Statement of Chris Duke identified as
Petitioner's Exhibit 9 be admtted into and made
part of the adm nistrative record.

CHAI RVAN DI ENER: Exhibit 9 is so adm tted.

Q M. Duke, you were a nenber of the negotiations

conmttee and a signatory to the proposed | DA,
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weren't you?

Yes, | was.

You were invited to and did participate as

presi dent of the |Indiana Quarter Horse Racing
Associ ation in the public neetings of the
negoti ati ons comittee?

Yes.

Did your board of directors di scuss and consi der
t he provi sions of the | DA?

Yes, they did.

Did they direct you unaninmously to sign the | DA?
Yes, they did.

Let ne hand you what's been marked Petitioner's
Exhibit 1 and ask you if that's your signature on
t hat docunent.

Yes, it is.

As a nenber of the negotiations commttee and a
signatory to the I DA, on behalf of the

Quarter Horse Racing Association of I|Indiana, are
you requesting that the Conm ssion approve the | DA?
Yes, we are.

Is there anything el se you would like to add in
your testinony at this time, sir?

Just that we think that the reward is much greater

than the risk and that we think that it'll enhance
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racing in the future and definitely inprove it.
MR. BABBI TT: W woul d pass the w tness at
this tine.
CHAI RVAN DI ENER:  Commi ssi on counsel ?
MS. ELLI NGADOD: No questi ons.
CHAI RVAN DI ENER:  Commi ssi oner s?
Thank you, M. Duke.
MR. BABBI TT: We would next call Herb Likens,
t he president of | TOBA
MR. LIKENS: Herb Likens, L-i-k-e-n-s.
HERB LI KENS, havi ng been previously duly sworn
by the Chairman, took the stand and testified as
foll ows:
DI RECT EXAM NATI ON
BY MR BABBI TT:
Q Al right. 1'll hand you the docunent that is
identified as a verified witten statenent by you
dated Cctober 14, 2013. |Is that your signature?
Yes, sir.
I s that your statenent?

Yes, sir.

QO >» O >

Did you make this witten statenent under penalties

of perjury?

>

Yes, sir.

Q Dd you submt the statenent freely and
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voluntarily?

Yes, sir.

Do you affirmthat all of the statenents that
appear in this verified statenent are true and
correct as if you' d made them under oath today?
| do.

MR. BABBITT: | request that Exhibit 10, the
Cctober 14 Verified Statenent of Herb Likens, be
admtted into and nade part of the adm nistrative
record.

CHAI RVAN DI ENER: Exhibit 10 is so adm tted.

MR. BABBI TT: Thank you.

You were not a nenber of the negotiations
conmttee, in that | TOBA does not have a contract
wth a pari-nmutuel track licensed by the

Conmmi ssion; is that correct?

That's true.

In 2013 | TOBA was, however, approved as a

regi stered horsenen's associati on pursuant to

| ndi ana regul ati on and has been receiving the

di stributions specified by I AC 4-35-7-12; is that
correct?

Correct.

And you were invited to and did participate as

president of ITOBA in the public neetings conducted
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by the negotiati ons conmttee, even though you
weren't a nmenber of the negotiations commttee; is
that correct?

That's true.

Did the | TOBA board of directors discuss and

consi der the provisions of the proposed | DA?

Very nmuch so.

Did the I TOBA board of directors consider both the
benefits conferred by the I DA to thoroughbred
owners and breeders as well as the potential risk
of default?

Yes, sir.

Based upon its consideration of the benefits and
ri sks, does | TOBA request that the Conm ssion
approve the | DA?

Very nuch so.

|s there anything el se you would like to add to
your testinmony at this tine?

Well, we just feel like the stability is really
inmportant to us as breeders. It takes four or
five years to get a horse, provide a stallion, get
a mare, and get a baby, so stability is really
important to us. And also, at the sanme tine, a |lot
of resources we've been using to hel p educate

| egi sl ators and the racing industry, why, maybe we
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can spend nore tine maybe pronoting the industry to
new owners and increasing the visibility of racing
here in Indiana with that energy.

So | appreciate very nmuch your tine.

CHAI RVAN DI ENER:  Questions from Conmm ssi on
counsel ?

MS. ELLI NGWOOD: No questi ons.

CHAI RVAN DI ENER:  Commi ssi oner s?

Thank you, M. Likens.

CHAI RVAN DI ENER: Next wi tness, M. Babbitt.

MR. BABBITT: We would call M. Ratcliff at
this tine.

MR. RATCLIFF: Rod Ratcliff, R-o-d,
R-a-t-c-l-i-f-f, the CEO and chai rman of Centaur.
Good norning, M. Chairnman, Conm ssion, Staff.

ROD RATCLI FF, havi ng been previously duly
sworn by the Chairnman, took the stand and testified as
foll ows:

DI RECT EXAM NATI ON

BY MR BABBI TT:

Q Before we get started in earnest, |I'mgoing to hand
you your pre-filed testinony and ask you a few
questions, if | may. This has been identified as
Exhibit 11. [I'Il hand you Exhibit 11 and ask you

whet her that contains your signature.
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Yes.

Is it your statenment?

Yes.

Did you nake this witten statenent under oath and
under penalties of perjury?

Yes.

Did you submt the statenent freely and
voluntarily?

Yes.

Do you affirmthat all of the statenents that
appear in this sworn testinony are true and correct
as if you' d made t hem today under oath?

Yes.

MR. BABBITT: | request that Exhibit 11, which
is the Pre-Filed Testinony of Rod Ratcliff, be
admtted into and nade part of the adm nistrative
record.

CHAI RVAN DI ENER: Exhibit 11 is so admtted.
Now, sir, ny understanding is you were a nenber of
the negotiations conmttee. |Is that correct?

Yes.

And you were an at-|arge nmenber representing the
| i censeers or the tracks; correct?

Yes.

| want to make sure that we've got your
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acknowl edgnent that your signature appears on
Petitioner's Exhibit 1, so |l wll find the proper
page and ask you whet her your signature appears on
t hat docunent.

Yes.

And did you understand that the docunent was al so
signed by John Keel er and Ji m Brown?

Yes.

All right. Now, you were here to hear the
testinony of M. Keeler in this proceedi ng, weren't
you?

Yes.

Do you generally agree with the testinony that he
provi ded to the Conm ssion?

Yes, | do.

Do you feel that the Initial D stribution Agreenent
was the product of intense give-and-take
negoti ati ons between the tracks and t he horsenen?
Yes, | do.

Do you feel that the Initial D stribution Agreenent
is in the best interest of racing?

Yes, | do.

Explain to the Comm ssion why you believe that to
be true, Rod.

Can | be long or brief?
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Q That was a question that you can answer in as short

or long a way as you deem appropri at e.
Well, it all goes back twenty years for ne. W've
just spent mllions of dollars defending this what
they call subsidy. Wth the help of the horsenen,
our partners, and throughout the years, it's always
been a constant battle from day one, wth Conseco,
Churchill as our partners throughout life, | nean,
it was always a battle to try to keep this subsidy
and to keep the legislature fromtaking it away.
Because it went under review every year
t hrough the budget commttee, and they'd take a
| ook at it and then there would be peopl e that
after the deal got made and the original deals that
there woul d be new peopl e on those budget
committees that | ooked at those things and say,
hey, they wanted it for education or their
firetrucks back honme or whatever. They really
forgot the spirit of the agreenment of how all this
got put together fromday one. That happened in
two or three cases, and it seened like it was a
fight every year to try to keep this noney. The
reason the noney was so inportant to us was to keep
a good product out there on the track, we had to

keep the noney because that's what kept the good
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hor ses com ng.

So eventual | y what happened this year, which
shocked us all, is when the budget cone out, it had
all the noney gone. And we decided at that point
in time, hey, let's go to the | eaders that
understood the spirit of this thing, understood it
was for agriculture, understood that it wanted the
i ndustry to grow, and say, hey, let's try to get
this off the books and keep it frombeing called a
subsi dy.

And, as you know, with the help of our
partners and the horsenen, as we've done many, nany
tinmes, went to battle, is they elected to do that
and to give us a chance to grow an industry and to
keep, you know, basically going uphill, as we have
been over the last three or four years.

And fromthat standpoint is with all the
negoti ati ons that went on, I'mthe one that cone up
wth the idea. And when | cone up with the idea, |
took that to lce MIller first, our law firm and
said, hey, can we do this? Because if we can do
this, we can |ower the cost of our nbney and we can
| onwer the cost of our noney. W can do what the
Pacers have done and what the Colts have done. W

can have new facilities, nice facilities, create
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| ots of dynam cs for our fans, and create a better
product in a first-class way. They said yeah.

They did a | ot of studying, you know, and a week to
two weeks. They said, yeah, you now have the
ability to do this.

So we said, hey, at least let's go ask the
horsenen all the things that they need and what we
think we need as being the custodian of this thing
and then putting this thing together. They cone up
wth their list. W |ooked at those lists. W
t hought they were really reasonable. W |ooked at
we could | ower the cost of our noney, could we do
all these things?

And so to us it's kind of like building a
Lucas G| Stadium This is what this nponey does
for us, is building a new Conseco Fi el dhouse. You
al ready have the fiel dhouse at market square. |
mean, Jon's got a great facility down there; he's
done great with what he's had. | think he'd be the
first to say, Jon Schuster, that he's been starved
for capital down there over the last five,
six years. That facility, he's done the best he
can do with it.

At Hoosier we kind of took a different

approach, because of our integration wth the
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gam ng was so nmuch is we just now conpl eted the
grandstand, so our facility up there for the
standardbreds is basically brand new. | don't know
if any of you've seen it the last thirty days, but

| tell you it's gorgeous. | nmean, we're really
proud of that. And our goal is to get

| ndi ana Downs | ooking just |ike that, you know,

over the next two, three, four years.

Well, this enables us to do that. This is
like the tax thing that they did for Lucas G1l. |
mean, it gives us the resources and the ability to
be able to go out and do things |like that. Wthout
it, | nmean, you know, we're going to do the best we
can. | nean, because we are all partners. W've
showed without things |like this or a subordination
that we're going to do the right thing. But the
timng in how we mght do it could be totally
different.

This just gives us another tool in the tool box
to go to the street. You know, narkets are
favorable right now They are very good. | don't
know how I ong. You tell ne what's going to happen
in February with the sequestrati on and t he budget
shutdown and all those things. Like, they tell you

how | ong these markets m ght stay good and how | ong
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they mght not. But right nowit is a favorable
mar ket out there when people are pricing with no
covenants. Unlike when we cone to you guys a year
ago, year and a half ago, they're a ot nore

f avor abl e.

So we think there could be opportunity out
there. W're not |looking to go to the street until
sonetine the first quarter, the second quarter next
year. Because of our first package and the way it
works, it'd be detrinental for us to do that. But
it is sonmething that we'd like to have at |east in
our toolbox, and it's not sonething that we can do
W t hout com ng back to you and going to the
Gam ng Conmm ssi on and seei ng.

Before we invested all this tinme and took all
these guys -- and | spent a lot of tine visiting
wth people at the tracks, sone on their farns,
went to all their board neetings that they asked ne
to and expl ained the whole situation and what this
can do and where we end up with this thing -- just
it worked. It nmade sense. The |egislature give us
the ability to do this when they give us the
ability to go fromthe 10 to 12 percent.

And it's sonething that we think, and when you

| ook at the other states and the peers, it puts us
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at least arms |length above themin the ability to
be flexible to create what we think's one of the
best industries, you know, in this arena. G ves us
every tool we need. And we're really excited about
it, as we think the horsenen. | think, as you
heard, the horsenen are really excited about it.
You indi cated that subordination would be a tool in
your tool box. Wuld it be an inportant tool in
your ability to go back to the market to check

refi nanci ng?

It's sonmething we'd have to go back to the market.

| already alluded to this earlier. Today we have a
good financi ng package. W got no issues today.
We're quite satisfied with it under our current
schene. And when | say schene, | nmean our
financial schene that we're under today that you
guys approved a year, year and a half ago.

There's nothing that we have in that tool box
that would help us to inprove on that, okay. If we
had this, that would inprove our situation
dramatically for us to go back to the street and
say, hey, where can we price this thing at now, how
much flexibility do we have, and what can you do.
We have done sone what you call kind of

feat her-in-the-wind questions with Wall Street
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about this, and they're saying, hey, you know,
yeah, 1if you get it, conme back because we're
wlling to listen to you. And it's inportant. If
you don't have it, you know

W all think fromtalking to themthat we're
in pretty good shape right where we're at, we're
pretty happy where we're at, we're going to keep
row ng the boat. But it's a tool that we have to
have before we go to the street if we're going to
try to reprice and refinance this thing and do
t hese capital inprovenments in what we call the
expedi ent way, w th good econom c soundness.
Rod, if you have anything to add to the Conm ssion
at this tinme, feel free to do it. O herw se,
don't have anynore questi ons.
| would just like to ask you to approve this. |
mean, it's been worked on hard. You know, from ny
opinion, and |I'm sure sone of these guys that's
been with us for twenty years working wth thing,
is this is a culmnation of effort that | ooks |ike
it's probably finally cone to an end. W don't
have to worry and fight every day with the
| egi sl ature and this body or that body over there
of justifying why we have to have this noney, why

it's so inportant to the industry.
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So, you know, | would ask you to approve it.
Qobvi ously any final approval that we do, we got to
bring back to you. Counsel with at | east two of
the big law firnms in town that, yes, we do have the
right to do this, and so that's the prem ses that
it was built on and it was taken to the table wth.

I woul d appreciate your consideration. Thank
you very nmuch. 1'll take any questi ons.

MR. BABBI TT: Pass the wi tness.

CHAI RVAN DI ENER:  Commi ssi on counsel ?

MS. ELLI NGADOD: No questi ons.

CHAI RVAN DI ENER:  Commi ssi oners?

COW SSI ONER SCHAEFER: Rod, ask you a
question. |Is there any funds fromthe gam ng side
that's going to be subordi nated?

MR. RATCLIFF: Is there any funds fromthe
gam ng si de?

COMWM SSI ONER SCHAEFER: From t he sl ots.

MR. RATCLIFF: It is the slots.

COW SSI ONER SCHAEFER: | know.

MR. RATCLIFF: It is the slots. Everything
woul d be subordi nat ed.

COW SSI ONER SCHAEFER:  Okay.

MR. RATCLI FF:  From our standpoint.

COW SSI ONER SCHAEFER: What |'msaying is
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simlar to the horsenen's funds that you're going
to subordinate on the gamng side. | can't think
of anything. Just curiosity.

MR. RATCLIFF: Not that |I'm aware of.

But one of the questions I'd |ike to address

that | heard you ask a previous gentl enman that
stood up here is, | nean, this is just the slots
noney, the $56 mllion that we're trying to

subordi nate. You understand they have purses that

are created other ways every day that's not being

subordi nated. | nean, there's still people com ng
to the track, there's still people simulcasting.
They're still going to have purses. This would be

the sane effect as if the Governor's budget bill,
101, woul d have taken away all the noney. It's the
very sane effect.

COW SSI ONER SCHAEFER: Let ne ask you: If we
do not approve this $56 nmillion, are you saying
you're not going to go back into the market?

MR. RATCLIFF: No. There would be no reason
for us to go to the market to try to refinance.

Qur financing package is pretty good under the
shape that we're in today. It's solid. It's
sound. It's a lot better than we even brought to

t he Conm ssion a year, year and a half ago.
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COMM SSI ONER SCHAEFER: M ss Schaeffer said
your cash flows were nuch i nproved.

MR. RATCLI FF: They are.

COW SSI ONER SCHAEFER:  You' re saying a year
fromnow we're not going to be sitting here.

MR. RATCLIFF. W don't anticipate goi ng back
to market. However, if we can get 3 percent,

4 percent interest, you know, wthout the

subordi nation, well, yeah. | nean, any good

busi nessman's going to go, |ike any of you guys
woul d with your businesses. But we don't know t hat
we can do that today. W would not be able to do
that until February, so that's still three to

four nonths off for us to even take a | ook at it,
because sonme of our prepaynent penalties on the
package that we brought to the Conm ssion a year
ago.

COW SSI ONER SCHAEFER: So you're al so sayi ng
W t hout this agreenent, a seven-year plan is not
going to occur?

MR. RATCLIFF: No. It can't. And the reason
is, as we're doing these things, econonics provide,
we nm ght want to change, you know, where we shift
and where we put noney. They're getting 12 percent

t oday, which we're absolutely ecstatic about and
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they're ecstatic about. But what if sequestration
and the budget stops and we go into a deep

depr ession next year? GCkay. Wiy would we want to
be stuck with a 12 percent? The track owners got
nothing is and we're putting the $56 mlli on out,
we're | osi ng noney because we're into a econom c
depr essi on.

This is sonmething we thought when everybody
sat around the table, and it was very conciliatory.
| nmean, there was no bad bl ood anywhere. | think
| ove these guys as nmuch as | think they |ove ne.
Fromthe extent the way it was done is that how can
we all wn, how can they wn, how can the
facilities win, how can the owners win, how can
ever ybody w n.

COW SSI ONER SCHAEFER: Al l right. Thank you.

CHAI RVAN DI ENER  Yes?

COW SSI ONER VVEATHERWAX: M. Chairman, it's
been ny experience in business that sonetines the
best time to ask for noney's when you don't need
it. That's kind of what | think I hear you saying.

MR, RATCLIFF: That's what we're trying to do
her e.

COW SSI ONER VEATHERWAX: I f you needed noney,

if you were in a desperate situation --
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MR. RATCLI FF: Not going to approve it.

COW SSI ONER VEATHERWAX:  So | think it's
obvious to ne that with the financial stability
that | see after reading all these reports that you
do have a sound basis to go forward and try to do
better.

MR. RATCLIFF. And that's what we're trying to
do, and we see this as one great opportunity to do
t hat .

CHAI RVAN DI ENER:  Any ot her questions fromthe
Conmmi ssion? There are none.

MR. RATCLI FF:  Thank you.

CHAI RVAN DI ENER: M. Babbitt?

MR. BABBI TT: No further questions.

CHAI RVAN DI ENER: Do you want to wrap up your
presentation? 1|s there anything el se?

MR. BABBI TT: Just sort of housekeepi ng, and
then Phil would be certainly pleased to do that. |
want to make sure that the docunents on our exhibit
list are admtted into evidence. W have No. 1,
the Initial Distribution Agreenent, so we're asking
that that be admtt ed.

CHAI RVAN DI ENER: It was.

MR. BABBI TT: And the testinony supporting it

by the signatories.
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The joint petition is part of the Conm ssion's
file, so we're asking that that be put into
evi dence. We've asked that the Conm ssion take
official notice of its final order of January 7,
2013, so that would be a docunment. The report of
t he Conmm ssion Staff obviously that has been
prepared to be nmade a part of the record. That any
of the pre-filed testinony.

We suppl enented with three things. There were
sone questions that were posed to us that we
responded to in a letter that was issued by our
office on Cctober 17. W're asking that be nade
part of the record. M COctober 22 letter of
correction because | had the wong date for the
nmeeti ng at Hoosier Park. And then we were asked by
Counsel to put together on the subordination issue
an Cctober 22 neno, which we submtted through
M. Keeler.

So we woul d ask that all those docunents be
made part of the adm nistrative record.

CHAI RVAN DI ENER.  To the extent they're not,
they are part of the record. As well as the
docunent outlining your presentation this norning
is part of the evidentiary record.

MR. BABBI TT: Thank you so nuch.
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CHAI RVAN DI ENER: M. Bayt.

MR. BAYT: Thank you, M. Chairnman. | wll be
as brief as | can.

You' ve heard the testinony today, you've heard
our presentation, you' ve seen the materials. W
truly believe that there are significant benefits
to both parties.

Benefits to the associ ations include a nmaxi num
di stri buti on percentage of 12 percent, possibly
over as long as seven years. Predictability and
stability. The tracks receiving additional
i nmportant racing side capital i1inprovenents of up to
$36.5 million. Beneficial operational changes that
could be put in place that will hel p everybody.

And a managenent team that continues a positive
relationship with the associ ations. Just sone of
the benefits of a | ong-term arrangenent.

Fromthe |icensees' point of view, a long-term
arrangenent provides potential financing options,
as we've heard today, that could reduce the cost of
capital, provide additional capacity to do capital
projects, and could sinplify its debt structure.

We al so understand that a | ong-term deal could
increase the financial stability of the |icensees

and provide continuity of that inportant




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © 0O N o o0 M W N Rk O

122

rel ati onship between the |icensees and the
associ ati ons.

We're mndful that there are a variety of
statutory requirenents that nust be eval uated by
the Comm ssion. |In particular, that the agreenent
be in the best interest of racing, have the hi ghest
standards of integrity, have fairness to all
parties, have financial stability to the |icensees,
and pass any other relevant factors that the
Conmmi ssion woul d consi der appropri ate.

As to the best interest of racing, you' ve
heard today that the IDA wll create a continuation
of the excellent relationship between the
associ ations and the |licensees. There'll be

i mredi ate racing side capital inprovenents of

$5 nmillion; and if there's a |long-termdeal that
can be put in place, an additional $31.5 million
for a total of $36.5 mllion.

A long-termdeal wll provide greater

stability and predictability for all the parties.
A long-termdeal will, nost inmportantly, provide an
i mproved environnent for the participants, equine
athl etes, and the spectators.

As to integrity, we believe we've net that

standard as well. Al negotiations were conducted
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at armis length, with stability, with the benefit
of counsel, by keeping nenbers inforned, and by
utilizing the open door and public neeting process.

As you've heard fromtestinony, the
transaction in the agreenent is fair to all the
parties. The associations and the |icensees have
unani nously agreed to the terns of the I DA and
believe it to be fair. Al parties get the benefit
of a potentially long-termdeal. The |icensees
have an opportunity to obtain favorabl e refinancing
if this is put in place.

And nost inportantly, there are five different
| evel s of safeguards to protect the associations in
the event that we get to refinancing and there is
an opportunity to consider subordination and its
terms at that tinme. Not asking for subordination
t oday; we're asking for contractual capacity to
have t hat .

Those safeguards include: Denonstrating
$27.5 million of annual cash projections, the
associ ation's agreenment with those projections,

Gam ng Comm ssi on approval, this body's approval,
and your body's, of course, retention of your
enf orcenent powers no natter what.

We believe that financial stability has al so
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been denonstrated today. A long-term agreenent
provi des predictability of expenses. |It's the best
path for stable, long-termfinancing with
significant capital expenditures to pronote racing.
And 609 has elimnated the cap paynments to the
State, to result in a $13 mllion annual cost
savings to the licensees starting in 2014.

In sunmary, we're respectfully asking for the
approval of the IDA. W believe, as you've heard
today from sone of the witnesses, that this natter
is inportant. You've heard today -- and I'm here
toreiterate -- that we believe that there is
authority for this body to approve the agreenent as
witten. Notw thstanding sone conplexity in the
statute, 609, as codified, says in part that the
amount of sl ot nachine revenue that nust be
di stri buted under 12(b)(2) nmust be determned in a
di stribution agreenent entered into by a
negotiating commttee representing all |icensees
and the horsenmen's associ ations, having contracts
with |icensees that have been approved by the
| ndi ana Horse Raci ng Conmm ssion. Subsection (e)
says that that agreenent may contain any termns
determ ned to be necessary and appropriate by the

negoti ati ng comm tt ees.
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We believe that this changes the | andscape
legally to create a representative form of
governnent and that the associations are the
appropriate parties to carry the weight with
respect to the agreenent that needs to be made by
| aw.

I n | ooki ng above your heads at the nural,
quite so well done, | note that I|ndiana has
trenendous history of agriculture and agri busi ness,
and horse breedi ng, horse training, and horse
racing is a significant part of that. The horse
raci ng industry, the breeding industry, and the
training industry face an enornous chall enge in
this country. You've heard about the disparity
bet ween | ndi ana and other states in terns of how
this Comm ssion and how the |icensees work with the
hor senen' s associ ati ons and the nenbers.

Not w t hst andi ng that great reputation and that
great relationship, we are at risk. There is a
battle. The battle is for the next generation of
patrons who will cone to the racetracks. It's the
battle for the next generation of people who |live
on farns who are attracted to the horse industry to
find a career path that nakes sense for them

financially and for one that's rewarding.
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We're on the cusp. W have an opportunity to
create a very, very stable platform a benefi cial
platform for horse racing and horse breedi ng and
horse training in Indiana. This is an opportunity
today that we shouldn't pass. W should seize the
opportunity, approve the IDA, and all ow the
| i censees and the associ ations, and those that they
represent to find a nutually beneficial path
towards wi nning the chall enge that they face today.

Thank you for your tinme. W appreciate it,
and we' re open to any questions.

CHAI RVAN DI ENER:  Thank you, M. Bayt.

We'll hold questions until we get the rest of
the direct evidence presented. You or M. Babbitt
may be call ed back, and either one of you will be
gi ven an opportunity for any rebuttal or questions
of the staff.

MR. BAYT: Thank you.

CHAI RMVAN DI ENER:  Thank you. Just want to
make sure. The direct case of Centaur has been
present ed?

MR. BABBITT: It has been presented,

M. Chair.
CHAI RMVAN DI ENER:  Comm ssion Staff report,

M ss El |l i ngwood.
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MS. ELLI NGWOOD: M. Babbitt actually has
al ready asked that that exhibit be entered into
evi dence under his notion as Exhibit No. 4. So to
t he extent the Conm ssioners have any questions
about that report, it's included in your binder
under Tab 1.

CHAI RVAN DIENER:  It's admtted. And can the
aut hor of the report describe who he is and how he
presented it and what have you, so we understand
what it is and be prepared?

JOE GORAJEC, having been previously duly sworn

by the Chairman, took the stand and testified as
foll ows:

DI RECT EXAM NATI ON

BY Ms. ELLI NGWOOD:

Q M. Corajec, can you state your nanme and spell it
for the court reporter, please.

Name is Joe Gorajec. It's J-0-e, Go-r-a-j-e-c.
And what is your position wth the Comm ssion?

" mthe executive director.

And what's your experience in the industry?

> O >» O »

|'ve worked in the horse racing i ndustry since
1979. | ama 1981 graduate of the University of
Arizona's racetrack i ndustry program Prior to

comng to Indiana twenty-three years ago to serve
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as the Comm ssion's executive director, | held a
handful of jobs within the industry in different
capacities, working as a racing official, working
as a general nanager, and al so working with breed
associ ati on.
You' ve been provided in Tab 1 of your book with a
copy of a docunent entitled |Indiana Horse Raci ng
Conm ssion, Staff Report, Analysis of Initial
Distribution Agreenment. Do you recogni ze that
report?
Yes, | do.
Is it a true and accurate copy of your report?
Yes, it is.
Did you submt your report freely and voluntarily?
Yes, | did.

MS. ELLI NGAOOD: Chairnman, | believe that
concl udes all ny foundati onal questions for
M. Corajec for Exhibit No. 4, which has been
offered into evidence.

CHAI RMVAN DI ENER:  Any further questions,
M ss ElIingwood?

MS. ELLINGAOOD: | do not.

CHAI RVAN DI ENER.  Questions fromthe
Conm ssion for M. Corajec?

M. Babbitt, questions for M. GCorajec?
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MR, BABBITT: M. Chair, we don't have any
questions of M. CGorajec. W are thankful, not
only for the report, but his ability to generate
this. | know he reviewed a | ot of information and
had to issue his report in a conpressed period of
time, and we're very thankful for that.

CHAI RVAN DI ENER:  Thank you.

That concl udes the direct cases of the
Conmi ssion Staff and Centaur.

Did any non-party sign up to present their
views on the distribution agreenent at the back of
t he roonf

MS. BARNES: No.

CHAI RMAN DI ENER: Nobody signed up. That's
fine.

M. Babbitt or M. Bayt, a short tine, if
there's any nore you want to say in rebuttal
direct, whatever. | don't want to open up the
whol e t hi ng.

It's done, okay. The evidentiary record in
the hearing of the Initial D stribution Agreenent
is closed.

At this tinme the Conmm ssioners, the four of us
whi ch constitute a forum wll enter into its

del i berations to see if there's a decision on this
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matter. These deliberations wll be w thout any
benefit, coments from anybody el se in the room
except if a Conm ssion nenber m ght have a question
for Conmm ssion counsel. Oher than that, the
record of evidence is closed, and we enter into, as
we are required, our deliberations.

Agai n, exercise ny prerogative, if you don't
m nd, to share sone of ny thoughts, and then we'll
see if we can get a decision today, if we can or
can't.

The 2013 anendnents provided very clearly that
t he anount of slot machi ne revenue to be
di stributed would be determned in a distribution
agreenent between the tracks and the horsenen's
associ ations. That anmount in the nmatter before us
today was determned to be 12 percent. There was
no change to the statute with respect to the
mandat ory di stribution and all ocation of the anount
of those slot nmachi ne revenues, which woul d be
agr eed upon.

| think there's substantial -- and | enphasi ze
substantial -- benefits fromthis distribution
agreenent, both fromthe multi-year aspects of it,
to the stability of the horsenen's associations, to

the horse industry, and to the tracks. There are
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many commtnents in Exhibits A and B which

i ndividually some of themw Il require future

i ndi vi dual Conmi ssi on approval, but the outlines in
t he agreenents, | think, are very, very positive.

My problemis only with one provision in the
agreenent, and that's the subordi nati on provi sion,
Section 5(c). And | think the |aw, the statute,
our enabling statute, that the three horsenen's
associ ati ons have no right to receive or any
authority to subordi nate nonies com ng from sl ot
machi nes for purses and breed devel oprment. | think
it's been confirned by the testi nony we've heard
this norning that these horsenen's associ ations
have not and do not receive such noni es now.

The sl ot revenues that are for the purses and
breed devel opnent are to benefit individual owners
and trainers who participate in racing at the
track. | think it would be bad precedent and bad
policy to bless a horsenen's association's rights
to have sonme authority over purses and breed
devel opnent funds. Those are based upon the
out cone of races at one of the two tracks, and no
consi deration should be given to what an
associ ation thinks about distributing purses or

breed devel opnent funds to individuals. That's
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determ ned from pari-nmutuel wagering.

| don't want to prolong this. | just have
that one problem | can't get over. | can't get
over it as a natter of law. | can't get over it as

a matter of policy.

We have a |l ot of options today. W could
approve the Initial Distribution Agreenent as
submtted, and as recomended by Centaur, all three
horsenen's associations, as well as I TOBA, and as
recomrended by our own Conm ssion Staff.

We coul d approve the Initial D stribution
Agreenent subject to the elimnation of Section
5(c), which covers the subject of subordination, or
at least clarify Section 5(c) so that, at nobst, a
hor senen' s associ ation can only subordi nate the
nmonies it currently receives directly for its own
benevol ences, equi ne pronoti on and devel opnent, or
its own adm nistrative operati ng expenses.

A third option would be just to reject the
entire Initial D stribution Agreenent, and then it
becones the Conmission's responsibility to set a
percentage as the anount. W don't get involved
with other terns and conditions of the agreenent;
we just set the percentage. Everybody's agreed to

12 percent.
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And | apologize to ny fell ow Comm ssioners for
taking so long. And ny concerns and ny inability
to approve this agreenent, | do not |ike, because
this is a good thing for the industry, but |I'm
constrained by what | think are the authorities
del egated to ne by the General Assenbly under
enabl i ng statute.

So | would defer to people expressing their
concerns, telling ne |I'mnuts, whatever.

COW SSI ONER SCHAEFER: Can | do that?

CHAI RVAN DI ENER:  You can do anythi ng you

want. Nobody can comment. They'll just sit there
and | augh.

COWM SSI ONER SCHAEFER: | will second what the
esteened Chair said froma | egal standpoint. But |

al so, from being a businessnman and being party to
sonme of these sane agreenents that you' re going
into, not nearly the dollar anbunts -- and God help
me if | ever got to that point -- but | know what
is in these agreenents and especially subordi nati on
agreenents.

Let me first start by saying
Cent aur Managenent, | have the highest regard for
you, just like many of you do. Wat they' ve been

through the last four or five years has been




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © 0O N o o0 M W N Rk O

134

not hi ng short of remarkable to cone out where we
are today.

But enabling themto borrow nore noney from
some New York bankers, Wall Street bankers, is
sonet hing that | cannot go along with. | go back
to the covenants that are going to be in these
agreenents. New York bankers don't care about the
horse racing industry in Indiana. They want those
slot revenues. And Rod Ratcliff one day gets up
and seizes or forgets to take his vitam ns or, God
hel p us, he doesn't get out of bed, they're going
to enforce the covenant. |'mpositive that's going
t o happen.

I can't in good conscience sit here and | et
t hat happen. Because it could be, as M. Bayt very
nicely put it, a tw-nonth end here, but it could
be a year, could be two years, could be five years.
What does that do to the horse racing industry of
this state? | don't want to be part of that. |
don't want to answer those questions why did you do
this.

So strictly from a busi ness standpoi nt, |
cannot go along with this. As the esteened Chair
said, I wll be nore than happy to okay the

agreenent if we took the subordination out of it.
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That is just ny part. |It's too risky to the
overall industry from a busi ness standpoint. Thank
you.

CHAI RVAN DI ENER:  Conmi ssi oner Schenkel , any
observati ons? Thoughts?

COW SSI ONER SCHENKEL: Question probably nore
than anything. |1'ma non-lawer, so the questions
wll be probably pretty insufficient in sone
regard. Wthout the subordination -- and |
under st and your concerns, Steve -- doesn't that
kind of dilute and nake ineffective that |ong-term
stability and that certainty that everybody's
| ooki ng for?

I mean, | understand, you know, and | spent
sone tine in the banking business, but | never nade
a bad | oan because they wouldn't | et ne make | oans.
So I've got limted know edge of that, but on
subordi nations there's always risk. And | keep
goi ng back to the question in nmy own m nd about if
we could elimnate risk altogether, we wouldn't be
here. There's always going to be sone risk as we
| ook at issues like this.

' mal so questioning, | guess, M. Chairnan,
fromthe standpoint -- and this is just an ignorant

question, not being a |l awer -- but | understand
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your concern about the inconsistency in the
statute. But | guess one of the options that you
outlined that | didn't hear is what happens if we
approve this, is sonebody likely to challenge the
action? |If we were to approve it, woul d sonmebody
li kely chall enge the action based on the | egal
interpretation that you have and then where are we?
CHAI RVAN DI ENER: | woul d have no i dea.
Whet her i ndi vidual owner or trainer mght go to the
Court, | don't know That was immterial to ny
concerns, Geg --

COW SSI ONER SCHENKEL:  Ckay.

CHAI RMAN DI ENER:  -- because | felt ny
authority was limted by our statute. | wasn't
| ooki ng for who m ght, but | have no idea.
COW SSI ONER SCHAEFER: | will tell you that

i f that subordination agreenent is enforced, at
sone point a year fromnow, there will be |awsuits
that are fil ed.
COW SSI ONER SCHENKEL: That's what | thought.
CHAI RVAN DI ENER:  Ton? Being this is the
first neeting for you, which you' ve probably got
nore experience and clearly a | ot better eyesight
t han sone of us who've been too close to it.

COW SSI ONER V\EATHERWAX: VWell, | cone froma
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different perspective, M. Chairman. Having been
i n business in manufacturing but also across the
street over here, | think first seven w tnesses
pretty well told nme that we were the greatest
threat to the horse racing industry in the
CGeneral Assenbly. If you don't get that, you don't
understand why part of this legislation' s here.

The uncertainty, the inability for these guys
to plan or to create the breed, it takes about a
seven-year cycle, | think, if you're lucky. And
there's no guarantees in any business that |'ve
ever been in. There certainly is a risk, even in
farmng. | guess the word risk totally descri bes
the horse racing industry, because obvi ously when
t hese nen invest, they go through all the breeding
stock and they do all the things they do to spend
t housands of dollars, there's no guarantee they're
going to get what they want.

Sol look at it differently. |[|'ve been
t hr ough busi ness that has suffered through great
interest rate increases and inflation. And if
you' re anywhere cl ose to knowi ng what's going on in
this world, you have to realize that you can't have
zero percent interest cost w thout paying the piper

soneday down the road. And | believe that day is
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very qui ckly com ng on us.

So ny point is: If you have the ability to
refinance, 2 or 3 percent on interest of mllions
of dollars is a |lot of nbney. | used to borrow not

quite this much noney but close to it, and it wll
W pe you out if you don't have the ability to | ower

your interest rates by every bit you can when you

can.
And | think all of these parties have agreed

tothis. | don't agree with you on the

Senate Bill 609, because | know how we got here.

In the beginning | was there with Sarah Borst when
we created this entire pari-nutuel opportunity, and

| know what the intent was, and | know that this is

a very big business, a very big industry. It's
probably over a billion dollars now. | don't know
what it is.

But | think we want to do what we can to
instill the stability of these people to go
forward, and it's very unique that the
CGeneral Assenbly woul d ever put sonething together
like this to give this econony to these people to
kind of craft their own future with their own
incentives to do the best job that they can and use

the noney they can. You know, they made cuts in
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the process, but they |let you grow t he busi ness
your sel ves.
So | think that's where the horsenen are

coming from if | can give you ny interpretati on on

how we got here. | know how we got here, but |'ve
not been a part of this group. I|I'mquite aware of
the fact that nmy background . . . [I'mnot too sure

that this was a honor the Governor gave ne or just
a penitence for ny twenty-five years in the
CGeneral Assenbly. But | understand what they tell
you, and when they have these |egislative, ny
friends conme to them and threaten every year to
mess with the fornula, to change the fornula or to
elimnate their funding, that's pretty nmuch a death
nail into what you call grow ng the business.

So | have little different approach to this.
| hear what you're sayi ng about subordi nati on.
That is a bold statenent, bold step. But | don't
have any reservations, M. Chairnan.

CHAI RMVAN DI ENER:  Thank you, Tom

We need three votes to take affirmative action
today. I'll make a notion, see if we get a second;
and if that fails, we'll find a different notion.

My notion woul d be to approve the

Initial Distribution Agreenent, subject to the
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elimnation of Section 5(c) therein.

COWM SSI ONER SCHAEFER:  Second.

CHAI RVAN DI ENER:  Further discussion? Try to
build on it?

COW SSI ONER SCHENKEL : | want to nake sure |
understand. That | eaves everything i ntact but
elimnates the subordination entirely?

CHAI RVAN DI ENER:  Just the subordi nati on.

COW SSI ONER SCHENKEL: Well, but that changes
t he whol e gi st.

CHAI RVAN DI ENER:  May or not. | don't know.

COW SSI ONER SCHENKEL: I'mtrying to figure
out what the practical inpact of that is.

MR. BABBI TT: Can we be heard?

MR, BAYT: M. Chair, is it possible to hear
Counsel ?

CHAI RVAN DI ENER: No. W don't need any. You
can conme back to us, if we happen to pass this,
tell us what it was. |If we get vice versa
testinony, we're not going to discuss it.

MR. BABBI TT: The statutory authority of the
Comm ssion to approve an agreenent and revise it
has not been yet discussed. So we would respect --

CHAI RMVAN DIENER  We're nmaking a notion to

approve the agreenent subject to the elimnation of
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Section 5(c), which has been nade and seconded.
It's not for discussion except anbngst and between
t he Comm ssion as we're in deliberation.

MR. BABBI TT: Could you note our objection
under | AC 4-35-7-17, as that being not an avail able
option to the Conm ssion with respect to action
that it takes on an Initial D stribution Agreenent?
W would like to make a record that we object on
the basis of the statute because we believe the
statute clearly says that if there's a deficiency
t hat the Conm ssion gives the negotiation commttee
an opportunity to address those. It doesn't
provide that the Conm ssion can parse bits and
pi eces of an agreenent that the parties entered
i nt o.

CHAI RVAN DI ENER: " mnot going to speak to
you, Robin. But | would advise the Comm ssion that
t hat does apply. W' ve found no deficiency. The
12 percent is fine. W approve the entire
agreenent, except for the elimnation of one
section. The parties, Centaur and the joint
petition, they can cone back to us at any tine, if
they want to request sonme re-hearing, sone
anendnents and change to that.

R ght now no deci si on has been nade, so |
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think it's premature.

COW SSI ONER SCHAEFER Greg, your question, |
don't see anything that woul d happen, other than
t hey woul d not be able to borrow nore noney, is
what |'m | ooking at. The rest of the agreenent,
the seven years, if they don't want to go through
wth the inprovenents, then they'd have to cone
back to us and tell us that. The seven-year
agreenent, everything would stand in the agreenent
as it is today.

COWM SSI ONER SCHENKEL: Okay. But then |
guess the other question | have is: |If
subordination is in there, if it remains in this
agreenent, they still have to cone back to this
Conmi ssion before any financing is approved goi ng
forward; correct?

CHAI RVAN DI ENER.  Oh, yes. W' re not
addr essi ng what soever.

COW SSI ONER SCHENKEL: So all we're doing is
putting a tool there. GCkay, thank you.

CHAI RVAN DI ENER:  Further questions?

COW SSI ONER VEATHERWAX: Wl |, but 1 think
t hat speaks to the real reason why we're here. And
that is, that wwth the | anguage in this agreenent,

the way | read it, you heard themtal k about
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refinancing as a key part of the tool box. They're
going to have to cone back to us after we do

what ever we do; but if they don't have that

t ool box, they can't get a better deal.

CHAI RVAN DI ENER:  That could be the case.

Ready to vote? All in favor of the notion to
approve the Initial D stribution Agreenent subject
to the elimnation of Section 5(c), say aye.

COW SSI ONER SCHAEFER:  Aye.

CHAI RVAN DI ENER:  Aye.

Opposed, sane sign.

COW SSI ONER SCHENKEL : Nay.

COW SSI ONER VVEATHERWAX: No.

CHAI RMVAN DI ENER:  Mbtion did not carry.
Anybody have anot her notion?

COW SSI ONER VVEATHERWAX: M. Chairman, |I'm
not the right person probably to do this because
" mthe newest nenber of this Conmm ssion. But |
would |ike to propose that we approve this IRD as
subm tted, subject to their com ng back, of course,
to give us the final review after we pass it.

CHAI RVAN DI ENER:  Fi nal review of what?

COWM SSI ONER WEATHERWAX: Wl |, once they have
the agreenent in place, | think it still has to

cone back. They have to conme back.
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COW SSI ONER SCHENKEL: Before the financing.

CHAI RMAN DI ENER:  Ch, financing? Yes.

COW SSI ONER VVEATHERWAX: | nmean, | think
maybe | don't have to say that if it's already
under st ood.

CHAI RMVAN DI ENER:  There's no financing until
all --

COW SSI ONER VEATHERWAX:  So | woul d just nake
the notion that we approve this agreenent as
subm tt ed.

CHAI RVAN DI ENER:  Second to that notion?

COWMM SSI ONER SCHENKEL:  Second.

CHAI RVAN DI ENER.  All in favor.

COW SSI ONER SCHENKEL:  Aye.

COW SSI ONER WEATHERWAX:  Aye.

CHAI RMAN DI ENER.  Opposed.

COW SSI ONER SCHAEFER: Nay.

CHAI RVAN DI ENER: Nay.

Anybody smart enough to have an alternative?

MS. ELLI NGAOOD: Chairnman, to the extent the
Conmi ssion considers the inclusion of a
subordi nation cl ause to be a deficiency of the
proposed agreenent, as M. Babbitt pointed out,
agai n, | ndiana Code 4-35-7-17(b) requires the

Conm ssion to allow the parties opportunity to
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correct that deficiency and then resubmt it to the
Comm ssion for consideration. The deadline is
January 1 of 2014. The Conm ssion does still have
sone tine to allow the parties to brief the issue,
conme back to the table for consideration at the
Decenber neeti ng.

CHAI RVAN DI ENER.  The reason | didn't answer
M. Babbitt's question on nerits is no such
deci sion was nmade to elimnate 5(c), so there is no
deficiency as such. At the present tinme we' ve got
a distribution agreenment which there are not three
votes to approve.

Qbvi ously the petitioners have the opportunity
to present a different agreenent, if they want to,
at our Decenber neeting, or not. W're not
schedul ed to have our fifth comm ssioner on that
day, so won't be able to break the 2-2 split.

Barring that, the Conmm ssion's fall back
position, | believe, under the statute is to set
12 percent as the agreed-on percentage for 2014,
period, w thout any consideration of the agreenent.
So | think the deliberations are closed. W have
been unable to take action. Decenber 10 is our
next Comm ssion neeting.

W will recess until 1:00, |unch. W still
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have a full afternoon agenda. Thank you for
everybody's attenti veness.

(The neeting recessed from12:15 to 1: 00 for
| unch.)

CHAI RVAN DI ENER:  We're reconveni ng the
meeti ng and hearings of the Horse Racing
Conmi ssi on.

We are taking out of order on the agenda.
Agenda item4 is the hearing on the renewal
application of the Indiana Horsenen's Benevol ent &
Protective Association for approval as a registered
horsenen's association. This matter has been
tabled. It wll be considered by the Conm ssion in
its Decenber 10 neeti ng.

Yours truly received an el ectronic e-mai
whi ch had sone factual allegations which needed to
be i nvestigated by the Conm ssion Staff because
they go to the heart of our oversight
responsibilities over a horsenmen's association's
expendi ture of funds. That needs to be
i nvestigated, and we've told the HBPA and its
counsel that this matter's not ready for decision
and will be tabled till Decenber 10.

So item No. 4 of the agenda is deleted. Wich

means we're ready for itemNo. 2, which is the
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hearing on the renewal application of the
Quarter Horse Raci ng Associ ation of |ndiana for
approval as a registered horsenen's associ ati on.
Tom Mosley is going to speak to this.

MR, MOSLEY: Is it tine?

CHAI RVAN DI ENER: It's tinme.

MR. MOSLEY: All right.

CHAI RVAN DI ENER. The Conm ssi on i ssued
pre-hearing orders and this is a hearing. This is
a renewal application of the Quarter Horse Racing
Associ ation of Indiana to be registered as a
horsenen's association for 2014. M. Mosl ey.

MR. MOSLEY: Good afternoon, Chairman D ener
and Comm ssioners and Staff. It seens |ike a very
long tinme since we've got together.

I think 1"'mgoing to stick very closely to the
mnutes laid out. There's a chance that the one
section mght run a little bit into the
ten mnutes, may run into the fifteen m nutes a
little bit, but the total allotted tine, in fact,
wll be |less than twenty-five m nutes.

CHAI RVAN DI ENER.  The cl ock has al ready begun.

MR, MOSLEY: Yes.

| guess I'll just go through the application

wth you real briefly, and we'll stop and talk
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that's fine. I|I'msure you' ve all read it from
cover to cover nore than once and probably have
nost of it nmenorized. |'m Tom Mosley with the
Quarter Horse Racing Association, Mo-s-1-e-y.

We're not going to say anythi ng about
Section 1, according to ny notes.

So Section 2 is just the identity of the
person that handles the fund, and just to briefly
expl ai n how we have our associ ation set up. W
have el ected fromthe very beginning of this
application process a gan ng revenue trustee, and
she's the only one authorized to handl e gam ng
funds. And she's an outstandi ng individual,
out st andi ng pedi gree and race record, to put this
inracing terns. Mara Thonpson is this lady's
nanme, and she gives reports to our board of
directors. Any tine there's been a need for
docunentation or information for the audits, our
associ ati on has passed those with flying col ors.
W' re very lucky to have Mara, and the process of
havi ng the gam ng revenue trustee works very well
for us.

I*"mgoing to skip nowto Section 5. And the

148

only thing I want to nention here is | noticed the
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ot her day by accident on the Conm ssion website --
and I'mnot sure that | had seen it before -- that
t he Comm ssion has a nmission statenment, and we've
had a m ssion statenent for a very long tine. And
we both want the sane things, and | think we've
done a really good job keeping our eye on the ball.

Every single thing that we do as far as CQHRAI,
whet her it was this norning or |ast week or | ast
year, is to pronote quarter horse racing in
| ndiana. And | just want to read this to you real
qui ckly, Section 5, and this is our exact m ssion
statement. To pronote the growth and enhancenent
of quarter horse racing, breeding, and ownership in
| ndi ana. And w thout going through and readi ng
everything to you, a big part of this is part of
what's asked by us in statute and asked by us by
t he Comm ssion, is to pronote the horse racing.

And we believe that over the past ten years
we' ve done a really, really good job of pronoting
quarter horse racing in Indiana. And |I've got a
few bull et points there. You know, our program
grew from 3 races roughly seventeen years ago to
what ended up bei ng about 225 races this year. And
we have one of the strongest prograns for doll ar

recei ved of any programin the country, any breed,
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any type of racing.

And | want to make sure when | say things |ike
that that it doesn't cone across that it's a
negati ve agai nst anybody else. |'m not conparing
us to any other breed in the state of Indiana. |'m
conparing us to any program anywhere in the
country. W only receive roughly $4.2 mllion in
total, and $4 mllion of that is purse nbney. And
to | ook at what we've done with our noney and our
program it really shows a partnership with Jon and
Brian and Kevin and the racetracks -- | guess it's
racetrack now -- and this Conm ssion that's all owed
us to bring input fromour horsenen to this
Conm ssion and to nove our industry forward.

Real quickly, | just want to touch on a couple
bull et points. 3 races to 220. Qur program has
attracted the | eadi ng horses and horsenen from
around the country. Although attendance at the
track is not tracked, it has been estimted by
multiple industry officials that quarter horse day
at the track gets sone of the largest |ive crowds
here in Indiana. W continue to attract new
owners, breeders, stallion owners, and trainers.

And conpared with simlar quarter horse

prograns around the country, our nunbers are at
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near the top. | won't waste your tine with it
right now, but I amgoing to follow through on
sending you e-nail and it's got a literal

conpari son of about 15 different categories of
quarter horse races fromall across the country.
And | think you would really, really be surprised
our handle is one of the highest in the country for
any quarter horse program And we're tal king about
prograns that have $20 nmillion in purses. | nean,
it really is sonething we can all be proud of.

And I'lIl nove on to the next section now. |
know the clock is ticking and we've had a | ong
nmeeting already. |I'mgoing to nove to Section 9,
and it is the section about the organi zati onal
experience. And | won't go into each one of our
directors, but to give you a little bit of an idea.
We have 15 directors that serve our board. They're
el ected by the horsenmen of |Indiana and they serve
t hree-year terns.

We have a president who has the
responsibilities to keep growi ng and neetings to
keep going. |It's getting harder and harder to
trick sonebody into fulfilling that role. W have
a president, vice president, treasurer, secretary,

and then | nentioned before the gam ng revenue
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trustee, and then | have a title of industry
rel ations.

But the biggest thing | want to point out
about our directors is the vast |evels of
experience in different parts of the industry they
cover. We have breeders and stallion owners,

j ockeys, trainers all serve on our board of
directors. And our board of directors isn't a
joke. W have a lot of neetings. W demand a | ot
of things fromour directors. And every once in a
while, kind of we'll have one that'll hit the road
because they thought it wasn't quite as nuch
responsibility.

Have a great group of people. And the
phi | osophy that our directors have, Chris and the
officers have tried to instill into them to give
you an idea of the seriousness we take this, is
that the directors are representatives of the
horsenmen. And so if they want to think of it as we
don't ask themnot to bring their personal opinions
to our board neetings, but we ask them you know,
if they want to bring a viewpoint froma breeder,
talk to other breeders. O if you live in the
south part of the state, represent the people in

the south part of the state. And we really have a
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| ot of good conversation, very, very |ong neetings.

"Il go to No. 12. That is the section wth
the nunbers, and | will start with the revenue.

The first page that I'mlooking at is the expected
revenue for 2014, and this is actually the first
application that we put together that weren't

actual revenue projections that we created
internally. Because of sone changes that were on
the horizon for us, we used sone forecasted nunbers
from Centaur, from sonme neetings we'd been to. And
we think, you know, gam ng revenue is a very
fluctuating thing.

But we think that these nunbers are pretty
accurate and they'd be slightly increased over what
we've had in the past. And there's kind of a
trade-off there fromthe 15 percent to 12 because
t he cap doesn't affect us anynore.

I*"mgoing to go to the first budget. And to
be honest, |1've never | ook at other breed's
applications, so | hope this isn't too hard for you
to look at. But that's our revenue, and then we
have one separate line-item budget for each
account. And there's a few changes, and I'll try
to highlight them

The first one, the page actually says response
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to 12A. And what this is is the equine pronotion
and wel fare account, and there's two things I'I]I
poi nt out. The definition for these line itens is
on the next page. A s changed. The Harley G eene
Program for those of you that aren't famliar with
Harl ey G eene, he's been a staple in |Indiana horse
raci ng since before I was born. W naned the
program after him

This originally was created, it was basically
a horse rescue program There was sone things in
t he press about ex-racehorses being at sales for
sl aughter, and we created a programto prevent
this, basically a buy-back program W'Il| buy any
raci ng quarter horse anywhere for X anount of
dollars. For five years it never was used.

So we basically took an existing programthat
didn't have a nane and naned it the Harl ey G eene,
which is we nake significant contributions to a
horse rescue called Horse Angels, and so that's
what letter Ais. |If you were to conpare the
Harl ey G eene Programfromthis year to | ast year,
that woul d be the difference.

The other thing | want to point out is on B,
the research. W do a | ot of business on our board

for no bigger than we are, a | ot of business. W
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have 100 pages of pictures of our business. It's
hard to keep up with everything. And we're going
to make research programs to fund a very high
priority. W've kind of let that lax. It's not
that we don't think it's sonething that's real
inportant. It takes tine and it takes people to
get on the Internet and find progranms that fit
quarter horse racing. So we're going to really get
after that in 2014.

The one thing | do want to point out before |
nove on to the next section -- and I'mworried that
we're getting through this too fast -- is we
actually put a team of vets together and searched
the entire state of I|Indiana, every single rescue
program and wanted to know if they had one racing
quarter horse on their property that was a rescue
horse, and were unable to find one. And we really
think it speaks to the versatility of second-career
prograns that we have for quarter horses.

And noving on to the | ast budget, | think.
Maybe the second-to-|ast budget. This is the
backsi de benevol ence program budgets. This
programis going to be changing for us. And to put
it in perspective, how our programis conplicated

and al ways has been. W roughly had two peopl e
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living on the backside this year at the racetrack,
two. So when we | ook at HBPA and | SA or ot her

bi gger organi zati ons havi ng a benevol ence program
it's really harder for us to figure out, and sone
of our prograns were tailored to people that
trained and did their prograns off track. And we
think with the expansion of sonme different things
at the track and nore stalls, we'll have nore of a
backsi de community.

The bi ggest phil osophy we have here, first of
all, it's going to be nuch easier now that we're at
one place all year. W think it's really inportant
to get the people that live and this is their life
on the backside to be part of the |local conmunity.
And we do things |ike turkey gi veaways and
different things in the |ocal community and get
sonme of the horsenen to go with us.

We did tailor our scholarship programto
better fit sonme changes that we nade | ast year.

And | feel like | skipped sonething here.
Let's see. There we go. This is the |ast account
is the association account. And | do not believe
that there are any new expenditures. There are
sone changes. And the one thing that | would point

out is letter E, that's what we do. W're spending
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$50, 000 budgeted and coul d probably spend doubl e
that on marketing horse racing.

And the one thing about all of these budgets
that we're really proud of -- and it's harder than
you mght imagine -- is to not |let these prograns
create a bureaucracy that requires all of the
noney. We feel like as far as what we're payi ng
people to do these things is a very, very snall
amount of noney for what we're doing. W're really
proud of that.

And to finish this up. If you will look in
t he back, just thunb through those back pages and
all those pictures. W do that. There's not a
mar keti ng conpany. There's not a nati onal
association. W do that. W lay those ads out.

We get the photographer there. W tell them what
to take a picture of and we tell a magazine what to
do, when to put it in.

And that's just what you're |ooking at. The
prograns and the things that the pictures are being
taken out of, those are ours. W've really in the
| ast few years partnered really good with the track
to keep going on sone of these prograns to make
t hem bi gger and expand t hem and t he Conm ssi on.

This year we had Ty Murray Day, which was a
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really big deal. W tried to set it up where a
retired bull rider who's on our board and Ty Mirray
were going to have a contest on this electric bull.
And | mssed it. But Ty Murray bowed out, and
sonmehow Chris might have paid the bull rider
machi ne off and nade himrode it till the bull got
tired, which is long on electronic bull.

I would have no problem at all speaking about
another forty-five mnutes about the work we do,
but I won't do that.

CHAI RVAN DI ENER. M. Mosl ey, one quick
question. You nentioned a nunber of changes as you
went through certain sections of the application.

MR. MOSLEY: Yes, sir.

CHAI RVAN DI ENER.  Are those changes from 2013
or changes that you're nmaking today to the current
appl i cati on?

MR. MOSLEY: No. Changes from our | ast
application.

CHAl RVAN DI ENER:  That's fi ne.

MR MOSLEY: So if you were to | ook at the old
application, conpare it to this one, that woul d be
di fferences you' d see.

CHAI RMVAN DI ENER:  That's ny under st andi ng.

Questions for M. Mbsley?
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Thank you very nuch, Tom
MR. MOSLEY: |'ve got another five mnutes
t hough, don't 17?
CHAI RVAN DI ENER: No.
(Laughi ng)
CHAI RMVAN DI ENER: Do we have a staff report?
MS. ELLI NGWOOD: There's a staff report.
MR GORAJEC. I'mdeferring ny tine to Tom
CHAI RVAN DI ENER: Deni ed.

(Laughi ng)
MR, GORAJEC. | have no comments.
CHAI RMVAN DIENER: | need to ask a question.

The staff report says fine with the application of
the Quarter Horse Racing Association, with the
caveat the certification required by our rules for
schol arshi ps and adoption of that policy has not
been submtted. Has that been submtted now?

MS. ELLINGAOOD: It has been submtted.

CHAI RMVAN DIENER:  So the application is
conpl et ed now?

MS. ELLI NGAOOD: Yes, sir.

CHAI RVAN DI ENER:  Thank you.

Al'l those in favor of approving the renewal

159

application of the Quarter Horse Racing Associ ation

of Indiana to be registered for 2014, signify by




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © 0O N o o0 M W N Rk O

160

sayi ng aye.

THE COW SSI O\ " Aye".

CHAI RVAN DI ENER.  Sane si gn, opposed.

(No response)

CHAI RVAN DI ENER:  There are none.

You are registered for next year.

MR. MOSLEY: Thank you.

CHAI RVAN DI ENER: | need to nmake one comment |
shoul d have made for all the horsenen's associ ati on
applications for registration. This year it was a
little in a state of flux. W weren't quite sure
maybe how nuch the revenues were going to be based
upon your participation with Centaur and the
negoti ati on of the distribution agreenent, and we
understand that. But we have certain requirenents
for registration, and certainly next year they wll
be enf orced.

Each application for registration is due on
Septenber 1. That's nore than adequate tine,
because these are basically renewal applications,
for each association to get a conplete application
together. This year none of the applications were
conplete. In the future inconplete applications
w ll not be processed by the Comm ssion. |It's up

to you to neet your responsibilities under our
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rules. They're well stated and enough.

Moving on to the hearing for I TOBA is next on
t he agenda. This is the hearing on renewal
application of the Indiana Thoroughbred Omers and
Breeders Associ ation for approval as a registered
hor senen' s associ ati on.

I nasnuch as it's a hearing, | don't think
you' ve been previously sworn as a wtness. Please
rai se your right hand.

(Ms. Lawton was sworn at this tine)

CHAI RVAN DI ENER:  Thank you. Pl ease state
your nane and spell it for the reporter, please.

MS. LAWION: My nane is Christina Lawton,
CGh-r-i-s-t-i-n-a, L-a-wt-o-n. |'mthe executive
director for |TOBA

' mhere today to present our application for
2014, and I'mgoing to make this kind of short and
sweet after our whole day so far.

But if we go through the application page by
page, it's the opening statenent and letters in
t here.

Then if you go to Question 1, all of our
directors this year stay the sane as the previous
year, as well as all of our officers, so there's

nothing really to discuss there.
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The sane with question 2. It's all the sane.
Qur nenbers this year was 174 when the application
was nmade. It's up to 182. That is down from you
know, our previous years, but we're inplenenting
new things to kind of get menber activity and
i nvol venment into our organi zation.

Question 4 states that our dues are $50 per
year. W do do, you know, a three-year and a
lifetime program and those are different, so it's
t hree years $80 and so on and so forth.

Question 5, the ways | TOBA pronotes, devel ops,
and i nproves horse racing in Indiana. And the
third paragraph in that kind of just states
everything we do. The rest of it's just a little,
you know, you all can read through it.

But everything's the sane froml ast year
except for a few W're doing a donation this year
for the Purdue equine facility, and we prom sed
t hem $10, 000 in a three-year period. So, you know,
that'll be for this year, that's new.

And then we redid our website this year. W
had a very user-unfriendly website, and we
conpletely got rid of it, started a new one, very
user friendly. There's not a whole lot on it yet.

We're still, you know, adding things as we go
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because takes tine in the process.

But everything else on there is the sane we've
done in the past year. | added back in the
two-year-old and training sale. W deleted that
fromour programfor this year, for 2013, as well

as we didn't do it in 2012. And we' ve been talking

about doing that again but it's still not concrete,
but | added it so you all knew that we were
thinking of it. And I'll go in nore detail here in
a second.

Question 6 kind of is detail to everything in
Question 5. Qur live horse auctions, there's no
| ndi ana-bred auction in the United States besides
what we put on here. Indiana breds sell at other
auctions, but we try to pronote the breed by having
an | ndi ana-bred sal e.

This year we did a all ages sale. So we had
breed mares, stallion prospects -- | don't think
there are any in there, but they were open to it --
weanl i ngs, yearlings, horses in training,
everything. Qur average this year was down, but it
was al so a different type of sale. And obviously
breed mares in this day don't sell as nuch as a
yearling does, unless different quality and things.

So our average was roughly $3, 300.
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Educati onal newsletters, there's a nmagazi ne
that we hire out to do a little newsletter for us
each nonth, and it goes out to all of our nenbers.

Then our stallion season auction, |ast year
was the first year we did this differently. W
always did a live auction at our banquet, and it
just wasn't very successful. W nmake noney. But
we' ve been watchi ng ot her associations, |ike the
| owa Thor oughbred Omners and Breeders Associ ati on,
and | think there's a couple others that do it
online, and they seemto be very successful and get
just like us fromother states and it brings in
quite a bit of revenue that way.

| already told you about our website. This is
t he next page. Assistance with thoroughbred
retirenment and second careers, this is sonething |
think our board wants to get a little bit nore
i nvolved wth, but currently, you know,
individually we all do sone things. |'ve taken on
sone second-career horses just to help out the
i ndustry, but that's sonething we need to get nore
involved with in the future.

And then active marketing in the racing
industry in Indiana, we got a half of a suite for

| ndi ana Derby Day, invited our nmenbers there, our
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board nenmbers and sone of our nenbers, and we got
new nenbers fromthat as well.

Then Question 7 was NN A for us. Myving on to
8. I nmean, you all can read through this. Li ke,
our accountant doubl e-checks everything. There is
one part in here. W had talked to Robin about it
years ago, and he kind of hel ped us and our
accountant work together to set it all up, and |
don't believe there's anything changed in that
regard.

Fi nanci al obligations, we have no outstandi ng
debts or anything |like that.

Now, there was a typo in C of this. That
first paragraph, it was supposed to be taken out,
and | do apologize for this. This was ny oversight
conpletely and ny | ack of conmputer skills. But in
No. 3 it's supposed to be the Purdue Equine dinic
donation instead of the Hoosier Horse. | do
apol ogi ze for that. That's not in there.

| based our budget on the sane nunbers as | ast
year because we didn't know what was going on. |
figured it had to be some of the sane. W didn't
end up using all of our funds |ast year, so | just
kind of based it . . . And our budget is it's a

little ballparked. 1'11 get into detail when we
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| ook at it.

CHAI RVAN DIENER  Did you say that you did
elimnate or you' re making the contribution to the
Purdue veterinary clinic?

M5. LAWION: W are neking it. This will be
our first year, 2013, and then 2014 and 2015. W
did a three-year contract of $10,000, so we'll pay
a third of that every year, starting this year.

CHAI RVAN DI ENER:  Thank you.

M5. LAWION: We cut out the Hoosier Horse Fair
because we didn't get nuch activity there. There's
just not a lot of the race fans, and it's a
different scene for us and we just thought we were
kind of wasting our tinme and our noney a little
bit. So we thought that would be better utilized.

And everything else is pretty nuch the sane
fromlast year going down. The nmanagenent over the
organi zation, it's all the sane. As well as 10.
And | did take out sone things fromour application
the year before based on sone poor practices and
managenent in | TOBA's history, because that was
nei t her here nor there any | onger.

Then if we just skip ahead. 11 is pretty
sel f-expl anatory too. W can get to 12, and

everything there's the sane. W can go through the
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budgets now. And we have two different budgets.
One's just for basic housekeepi ng, general

mar keti ng and pronotion. Then one for the outside
activities we do to pronote thoroughbred racing in
| ndi ana.

The general nmarketing, all of this stays the
sane from our previous application for 2013. CQur
| nternet and conputer costs are a little high
because we are revanping that website, so that's
going to be high for 2014 as well.

The operati ng expenses, you know, | egal,
accounting, we have litigation going on with a
horse that was deni ed by the purchaser at a sale.
So we are paying litigation fees for that and
that's ongoing, and |'msure you all understand
it's taken two years and there's nothing we can do
to push it forward.

The Purdue donation's in there on the next
page, and that's for 2013.

We do a year-end awards di nner and banquet,
and we're having that at |Indiana Downs this year.
W used to have it at a hotel, but we really want
to pronpote racing in Indiana, and what's a better
pl ace than at Indiana Downs. W can have the

banquet, we have a speaker coming in, and then we
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can all go to the casino or, you know, be there. |
know there's no live racing, but it's still kind of
just the facility that works.

And our horse auction, like |I said, these two
things can be united. Last year we separated them
and did the auction online. It worked out
extrenely well. The stallions sold for nore nopbney
than they ever had in our history with I TOBA wth
our auction, so we're going to keep that as well.
And we do have to pay a conpany to do the online
services and everything, so that's what that
expense is for.

I went ahead and put the two-year-old and
training sale into our budget. Like | said, that's
not concrete that we should do it or that we're
going to do it, but roughly that's there. If we
decide not to or do sonething bigger with our sale,
like we did this year.

We hired a outside agent to cone in and nanage
the sale professionally, put it on for us. You
know, | managed it the previous year, and it was
hard for me because I'mselling horses, | mght be
buyi ng horses, and people are ny clients that are
selling horses. So it was a little bit of bad

business in that part, but we did it before because
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we weren't funded. And so we shifted that on to a
hi red enpl oyee, who has years of experience wth
t hat .

And then the horse auction expenditure, that's
what that is. I'msorry. | mxed. Stallion
season auction is the last thing on the budget at
the bottom And the horses of all ages sale, that
$5,200, we paid to rent the facility and the guy
who we hired, the agents, he got paid out of the
entry fees. So we had it at the Indiana State
Fairgrounds. It was a beautiful facility. It was
a perfect place to have it. It wll be where we
continue to have it.

And then one thing | TOBA does as well is we
have our Indiana stallion stakes series race that
it'll be the first one coming up in 2014. W' ve
tal ked with Joe about it. W' ve talked with breed
devel opnent about it. And so we've got everything
inline, and w'll be com ng back here shortly kind
of finalizing the 2014 races.

But peopl e who buy seasons in our auction,
those stallions that are purchased, any foal by
themis able to go into this racing. You nom nate
for it, you pay. It ends up being a total of $500.

If you don't pay till the race cones about, it's
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nore expensive. But it's becone very popul ar.

And it's a good thing for horsenmen because it
pronotes the stallions in Indiana, pronotes |ndiana
breds, and it's a nice race for them Probably
going to be a little |l ess conpetitive because it's
nore exclusive, but it's a good thing for the
horsenen as well. W have about just under 40 that
are eligible for the 2014 race, and | get a couple
nmore in every day. And | already have 26 foals
regi stered for 2016, which is the | argest nunber of
foals that |I've ever had. So that's pretty good at
this point.

After the staff comments, we were mssing a
slight -- 1 don't knowif | kind of took it out or
what happened -- but we were missing a little part
of our application, in fact. So | wote the
Conmmi ssion a letter. Well, Herb Likens did, our
president. It just states that, Indiana
Thor oughbred Omers and Breeders (inaudible) in the
best interest of thoroughbred horse racing in
| ndi ana in actively (inaudible) and ensuring
wel fare. No nonies distributed pursuant to
| .C. 4-35-7-12 have been or will ever be used as a
contribution to a candidate or commttee, nor for

auditing (inaudible). And I'd |like to present.
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CHAI RMVAN DI ENER: Wbul d you pl ease m nd
putting copies of each of those in the mail to the
Comm ssion so they can file with the Comm ssi on

M5. LAWION: |'Il put themin the mail as
wel | .

CHAI RVAN DI ENER:  Does this satisfy the
certifications required by these two rules or not
or do you just want to hold up on that?

MS. ELLINGAOOD: Chairnman, this is the first
|'"ve seen of it. |I'd have to take a look at it to
make sure that it conplies with the rule
requi rements.

CHAI RMVAN DIENER. I f we approve this, it'll be
subj ect to those two conditions of the
certification.

MS. ELLI NGAOOD: | agree.

CHAI RVAN DI ENER:  Shoul d have been filed | ong
time ago.

Questi ons?

Thank you.

M5. LAWION: Thank you.

CHAI RVAN DI ENER:  Anyt hi ng el se,

Ms. Ellingwood, in the staff report other than the
two certifications that were now provided? O her

than that, is it okay?
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MS. ELLI NGAOOD: Yes, Chairman. O her than
that, believe it nmeets all the reporting
requi renents.

CHAI RVAN DI ENER. | woul d nove that we approve
for registration for 2014 the renewal application
of the I ndiana Thoroughbred Owmers and Breeders
Associ ation, Inc., on condition that the
certifications required by 71 | AC 13-1-3(3) and (5)
are filed with the Horse Raci ng Comm ssi on.

COW SSI ONER SCHENKEL:  Second.

CHAI RVAN DI ENER:  All in favor.

THE COW SSI O\ " Aye".

CHAI RMVAN DI ENER: Opposed, sane sign.

(No response)

CHAI RVAN DI ENER:  Thank you.

W' re now ready for the hearing on the renewal
application of the Indiana Standardbred Associ ati on
for approval as a regi stered horsenen's
associ ation. Jack has been previously sworn.

M. Young.

MR. YOUNG Thank you, M. Chairman. Good
af t er noon.

Il'"mgoing to nake a few brief remarks. [|'d
i ke to touch on sone issues that were raised. But

first, we would ask that all documents described in
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our request for official notice be nade a part of
t hi s proceedi ngs record.

CHAI RVAN DI ENER.  So nopbved.

MR. YOUNG Yes. Thank you.

A coupl e of issues were raised, | think, by
inquiry fromthe staff. |[|'Il speak to those.
There was a question concerning schol arshi ps. |
wanted to give the Conm ssion the total anpunt
al l owed this year for schol arshi ps was $50, 750.
That's probably all that's going to be done this
year. W approve schol arships the year prior. So

the noney that we're | ooking at here was approved

| ast year.
There's not, | don't believe, going to be any
schol arshi ps made. | know in the past Comm ssion's

had an issue with the anount of schol arships. |
woul d poi nt out that we're about $25, 000 bel ow
budget. And | woul d expect that through
institution of the Comm ssion's policies on
schol arshi ps and the | SA's scholarship criteria,
it's not likely that that anpbunt's going to
increase in the future. So | think we'll see that
nunber kept at a fairly |low |l evel.

I think we disagree on whether that's a good

thing or a bad thing. 1'd like to see nore
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schol arshi ps given to worthy Hoosier kids. But in
any event, | wanted to address that.

We al so had a question about some of our
budget s showed expenditures in excess of our
antici pated 2014 revenues, and the question was,
well, how are you going to do that. WIlIl, we need
to look at a little history to understand what
happened here. As M. Schaefer knows, we had a
little difficulty with our initial registration
appl i cati ons being approved, and it del ayed us by
about nore than a year.

So by the tine we finally did get approval --
and that was in the fall of 2009 -- we got approved
retroactively for years prior. So our records show
that from Septenber 9, 2009, until the end of the
year, until the end of 2009, we received in
$1, 907, 000 and change. It is not possible to spend
t hat noney, or shouldn't be. To expend all that
noney in such a short period of tine would have
been nearly reckless. So we carried over into 2010
wth a pretty healthy surplus. And then, of
course, we were approved year in and year out from
then on, and we continued to get our annual
di stri bution.

So that is an explanation. | believe I
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explained it in a supplenental filing. That is, |
said, well, we didn't get approved and we got a | ot
of noney towards the end of the year. | don't

think | gave you the nunmber, the anmount of dollars
that we got in. So | wanted to address that.

I want to thank the Conm ssion Staff for
rem ndi ng us that we were tardy on our
certifications. W got those in. | wll, when we
get to the testinony, ask M. Kieninger to affirm
or confirmthe certification of the scholarship
certification because that was signed by nme, not an
officer or a director of the corporation.

So coupl e other comments. W can get to
benevolence. |I'mnot sure it's in there. W've
taken on sone new initiatives that year that we're
really happy about. W' re taking the stallion
directory over. W're going to be publishing that.
That's going to be a good thing, we think.

And, you know, sonetines what we do is kind of
| i ke what Honel and Security does, in that when
they're doing their job, you really don't hear
about it, you don't knowit. And |ISA does a |ot of
t hings that never nmake it to the Comm ssion because
for whatever reason they don't cone through. And

I'lIl give you one exanpl e.
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We pursued and explored with Johnson County --
that's Franklin, Indiana -- very diligently, the
noti on of getting fair racing down there, and we
had the fair board on board. The directors nade a
nunber of trips to Johnson County. W nmade
presentations to the county fair board. The board
of comm ssioners were in approval. W thought,
great, we're going to bring harness racing back to
Johnson County, which, by the way, is the hone of
Harold McG nnis. Probably you don't all renenber
M. MGnnis, but he was quite a harness racer. W
were really excited, boy, this is great.

So sonetine back in, I think it was, August,
about 15 people fromthe |ISA, sone engi neers, sone
consul tants nmet down in Johnson County at the
fairgrounds. W're going to lay out that track
And, boy, you know what? There wasn't enough room
It | ooked Iike there was. It really did. But they
had that wheel out there, and we could not put the
track in there.

And that was a great disappointnent to all
parties involved. You'll never hear about that,
except fromne today. But those are the kinds of
things that the 1SAis constantly pursuing to try

and i nprove harness racing in the state of [ ndiana.
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Sonetimes they work -- and when they do, we're
going to be the first to tell you about it -- but
sonetinmes they don't. So that was just an exanpl e
l'd like to give.

Wth that, I1'd like to ask M. Kieninger sone

questi ons.

JACK KI ENI NGER, havi ng been previously duly
sworn by the Chairman, took the stand and testified as
foll ows:

DI RECT EXAM NATI ON

BY MR YOUNG

Q First, Jack, state your nane and fell it for the
record.

A Jack Kieninger, president of the ISA. That's
K-i-e-n-i-n-g-e-r.

Q Jack, have you had an opportunity to exam ne the
certification that was submtted over ny signature
for the schol arshi ps?

A Yes.

Q And the information in that certification, is that
true and correct?

A Yes.

Q And if you had had the opportunity, would you have
signed the certification?

A Yes, | would have.
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Ckay. Do you believe that the proposed budget
submtted by the | SA and the proposed prograns are
in the best interest of standardbred horse racing?
Yes, | do.

And coul d you explain briefly why you feel that to

be true?
Wll, we've always tried to inprove the
standardbred racing in Indiana. | think the

results speak for thenselves. W continually grow,
and we can conpete in any racetrack, any state in
the country. Qur horses are fabulous. Qur
racetracks are good.

The job that the | SA has done as far as
benevol ence and taking care of our people, working
with the racetrack and managenment, just hel ping the
breeders. W were hoping this contract would go
t hrough because that woul d have really hel ped the
br eeders.

We have a board neeting every nonth just
about. | think we had one nonth we didn't have a
board neeting this year. W've always had a
quorum There's a lot of interest anbngst the
board on how to better the horse racing in Indiana.

And speaking as the president, | think we're

doing a fairly good job of that. There's always
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roomfor inprovenent. W' ve got sone new
initiatives in the works, and we're |looking really
forward to 2014. | think our budget is right on
line. W've taken on the stallion registry this
year. W had a |ot of conplaints about how it was
done in the past, and hopefully we can step up to
the plate and get it out again as good as it was in
t he begi nni ng.

Thank you.

MR YOUNG That's all the questions | have.
I f the Comm ssion has some questions.

CHAI RMAN DI ENER:.  One cl arifying question for
either Jack or Roger. | don't know who can address
it. The 2014 budget does include $75, 000 for
schol ar shi ps.

MR. YOUNG Yes, it does.

CHAI RVAN DI ENER:  And your certification is
t hat those schol arshi ps, when awarded, wl|l conply
wth the policy adopted by this Conmm ssi on?

MR. YOUNG  Absolutely, yes, sir.

VMR. Kl ENI NCER: Yes, sir.

CHAI RVAN DIENER: Al | wanted to do was
confirmthat.

MR YOUNG | believe | confirnmed this to the

Comm ssi on on June 19. As soon as the Comm ssion's
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policy was adopted, we went in and anended our
schol arshi p application and col | ege assi stance
application formto include those policies, and we
sent copies of those to the Conm ssion. That was
back in June.

CHAI RVAN DI ENER:  Questions fromthe
Conmi ssioners of the | SA application?

COW SSI ONER SCHAEFER:  |' m havi ng one of
t hose seni or nmonents. The care, who qualifies for
t hat ?

MR. KIENINGER On the healthcare?

COMM SSI ONER SCHAEFER:  The heal t hcare.

MR. KI ENI NGER: Ckay. W have a nedi cal
trailer at the racetrack. Anybody that goes to the
racetrack or is licensed by the HRC can go to that
trailer and receive nedical treatnent.

MR, YOUNG He's tal king dental.

MR. KIENINGER: The dental and the optical is
just the nenbers of the I SA. That's why we have
over 1,000 nenbers now. They join the |ISA and
they get a certain anount of noney for dental,
certain amount of noney for optical.

Anybody can go to the health clinic, but this
is just kind of a way that we not only hel p our

menbers but it al so encourages people to join the
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associ ati on, have nore input into the actual horse
busi ness, rather than just, you know, set in the
barn area on a trunk and conpl ai n.

For the optical and dental, you have to be a
menber of the I SA. You have to have either a | HRC
i cense or a USDA |icense.

MR. YOUNG Jack can correct ne if |I'm w ong.
But unless it is a nedical-type issue involving the
eye or tooth, or a dental issue, we don't offer
optical or dental at the racetrack.

MR. Kl ENI NCER: No.

MR. YOUNG So that's another reason. | think
what we found is there's just not enough demand to
spend the noney to contract wth soneone to cone on
site. So we provide like a health spending
account-type deal. Unless it's a nedical issue
that involves the eye or teeth, there's nothing
avai | abl e.

MR. KIENINGER: That's right.

This year we did have a scanning bus, a
medi cal bus, cone to the racetrack. Anybody can
sign up for it. They had 33 spots a day. They
scanned your heart, your arteries, and all that
stuff. W had two horsenen, one had to i nmedi ately

have bypass surgery and we had anot her one that he
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didn't even walk out. They carried himout. He
had an aneurysmthe size of a baseball in his
artery and didn't even know it. So he went

i medi ately.

So we actually saved two people's lives this
year with that bus. W had it there twice. The
first time was for one day, the second tine was for
two days. | went through it nyself. | got
hypertension, believe it or not.

COW SSI ONER SCHENKEL : Don't we all.

(Laughi ng)

MR. KIENINGER. W' re |looking to increase that
again this year. In 2014 we're | ooking how we can
i ncrease the nedical and the dental benefits in the
future.

MR YOUNG | didn't go through it page by
page, but when you read our application, you can
see that we are expandi ng our prograns. Year over
year we continue to expand. It's in our
application. Thought it'd be redundant.

COWM SSI ONER SCHAEFER: |'ve seen a few races
where you al nost made it mandatory for a couple
drivers to go get an eye exam

MR. KIENINGER: Well, that's true.

CHAI RMVAN DI ENER: Any ot her questions fromthe
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MS. ELLI NGAMOOD: As of today, all the required

certifications have been received.

CHAI RMAN DI ENER:  Any substantive reasons why

you woul d reconmmend deni al ?

MS. ELLI NGWOQOD: No.

CHAI RVAN DI ENER: | woul d nove t hat
t he | ndi ana Standar dbred Associ ati on appl
for 2014.

COWM SSI ONER SCHAEFER:  Second.

CHAI RVAN DI ENER.  All in favor.

THE COW SSI O\ " Aye".

we renew

i cati on

CHAI RVAN DI ENER  Opposed, sane si gn.

(No response)

CHAI RVAN DI ENER:  You're registered.
you, gentl enen.

MR. KI ENI NGER:  Thank you.

MR. YOUNG  Thank you.

Thank

CHAI RVAN DI ENER:  Settl enent agreenent with

Rubi n Ser na.

MS. ELLI NGAOOD:  Thank you, M. Chali

rman.

Rubi n Serna was |icensed by the Conmm ssion in

2012 as an exercise rider and a jockey.

On
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Sept enber 14 an el ectrical device, which is a

devi ce designed to affect the speed or actions of a
horse, was found at the track at Hoosier Park in
the gate that was used by M. Serna in the
precedi ng race. On Septenber 20 a second

el ectrical device was found in M. Serna's

bel ongings in his dormroom On Septenber 21 the
stewards summarily suspended M. Serna's |icense.

Commi ssion Staff issued an adm nistrative
conplaint, alleging M. Serna viol ated Conmm ssi on
rul es, and Buddy Pylitt was appoi nted as chi ef
adm ni strative | aw judge. The disciplinary process
proceeded to hearing, and the Conm ssion Staff
recei ved favorable findings of fact and concl usi ons
of | aw.

Thereafter, M. Serna entered into settl enent
negoti ations with Comm ssion Staff, the terns of
which are outlined in the Settl enent Agreenent
that's been presented to you. As part of the
Settl ement Agreenent, M. Serna has admtted to the
viol ations and the parties have agreed to a
five-year suspension and a $7,500 fine, which is
consi stent with penalties previously assessed by
this Comm ssion for this particular violation.

Staff asks that the Conm ssion ratify the
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Settl ement Agreenent. |'m happy to answer any
questions you may have.

CHAI RVAN DI ENER:  Questions from any of the
Conmi ssi oner s?

COWM SSI ONER SCHENKEL: This does go back to
the original date of the infraction?

MS. ELLI NGAOOD: It does.

COW SSI ONER SCHENKEL: The five years started
i n Septenber '12.

MS. ELLI NGADOD: Yes, sir, exactly.

CHAI RVAN DI ENER:  Any ot her questions? |
can't renenber. You're asking us to approve or
ratify the approval ?

MS. ELLI NGWOOD: Ratify.

CHAI RVAN DI ENER:  So the notion is to ratify
the Settl enent Agreenent executed between
Conmmi ssion Staff and M. Serna.

MS. ELLI NGWOOD: Exactly.

COWM SSI ONER SCHAEFER:  Second.

CHAI RVAN DI ENER:.  All in favor.

THE COVM SSI ON: " Aye".

CHAI RMAN DI ENER.  Opposed.

(No response)

CHAI RVAN DI ENER:  Mbtion carries.

MS. ELLI NGWOOD: Thank you.
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CHAI RVAN DI ENER:  No. 7, review of Conmm ssion
rulings, series of rulings here in Septenber.

Ms. Newell's here to answer questions. Anything
significant we should see?

MS. NEWELL: | do not believe there is
anything on there that is significant, but to the
extent you have any questions, we're happy to
entertain them

CHAI RVAN DI ENER:  Anybody had a chance to --

COWM SSI ONER SCHENKEL: This is just an
i gnorant question probably. 1've never seen this
before. On the violation, change of occupation,
|'"mjust curious. Wat is that?

MR GORAJEC. |I'msorry. Were are you?

COWM SSI ONER SCHENKEL: It's on the | ast page,
Page 3 of 3, very bottom one, Jeffrey Witner.
Says vi ol ati on, change of occupation. Just curious
what that was?

MR GORAJEC. It's aruling, but it's not a
violation. That's just a heading that we have
because that's where we put a description of what
the ruling's about. | don't know what it was for
this particular case. But when you're |licensed by
the Comm ssion, you're licensed to performa

specific duty, whether it be a jockey or a driver.




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © 0O N o o0 M W N Rk O

187

If you decide at sone point in tine to change, then
you need to be re-licensed. You give up your old
| i cense, get a new license.
COWMM SSI ONER SCHENKEL: That's fine. Thanks.
MR, GORAJEC. It is m sleading when you see
that and then you see the heading violation. There
was no violation, but there was a ruling.
COW SSI ONER SCHENKEL:  Okay.
CHAI RVAN DI ENER.  Questi ons, anyone?
COW SSI ONER WVEATHERWAX:  Maybe just for ny
edification. This stops on Septenber the 28t h.
Was that since the |last hearing? These cases have
cone up since the | ast hearing?
MS. NEWELL: R ght. The |Iast Conm ssion
nmeeti ng was Septenber 12, so the Comm ssion
revi ewed couple nonths' worth of rulings at that
point. So for this neeting you' re seeing just the
rulings that were issued in Septenber.
CHAI RVAN DI ENER:  And for the Decenber
nmeeting, we'll see Cctober and Novenber probably.
COW SSI ONER WEATHERWAX: So is this about
normal for volune or just because the season?
MS. NEWELL: |It's going to vary, just sort of
depends. Certainly during the neet you're going to

see significantly nore rulings. |In the January
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meet you woul d expect to see quite snmall er nunber.

CHAI RVAN DI ENER: No. 8. Ms. Ellingwood, we
have a book of expiring rules, nmany of which wll
requi re hearings, | guess?

MS. ELLI NGAOOD: Well, yes and no.

CHAI RMVAN DI ENER: Ckay. Expl ain, please.

MS. ELLI NGWOOD: As nmany of you know,
adm nistrative rules automatically expire on
January 1 of the seventh year after which it's
adopted by the agency. This year nearly 900 of the
1,040 or so rules that the Conm ssion has are
scheduled to expire. The State statute provides
for a special shortened process to adopt rules
W t hout changes to the text of the rule, and we
began that process and conducted all the necessary
reviews. Those rules are included on that |i st
that's included in your packet.

To get to your point, M. Chairman. There is
a process by which sone of those rules can be
treated separately, which wll require themto be
vetted through the regul ar rul e adopti on process.
Those rules are not included on the list that you
have before you. W're actually going to begin the
regul ar process and will update the Conmm ssion as

to that process as we go al ong.
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So at this point Staff is just asking the
Conm ssion to authorize us to nove toward to
re-adopt the rules in your booklet w thout making
any change to the text in those rules.

CHAI RVAN DI ENER:  Questions for
Ms. Ellingwood?

COW SSI ONER WVEATHERWAX:  How nmany are not
listed? 1Is there a lot?

MS. ELLI NGAOCOD: Well, we didn't tally. W've
got approximately 1,040 adm nistrative rul es.
Approxi mately 900 of them are schedul ed to expire
unl ess we re-adopt themtoday, and then about 80 or
so of themwe received a request to treat them
separately and those 80 will go through the regul ar
rul e adoption process. The ones that are not
counted in those nunbers are not schedul ed to
expi re.

COW SSI ONER WVEATHERWAX: So how | ong do we
have to do those 807?

MS. ELLINGWOOD: Well, the rule technically
expires at the end of the year. So what the
Conmmi ssion Staff needs to do, and is doing, is
working with the Governor's office to ask that
those rules that will expire, but that we need to

vet nore carefully, that the expiration date is
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post poned. So we don't yet know, because we
haven't got any answer fromthe Governor's office
about how long they're willing to extend it, but ny
best guess is that they're going to be willing to
extend it as long as we need to nove through the
regul ar rul e adopti on process.

COW SSI ONER SCHENKEL: They can gi ve you
t hat ?

MS. ELLI NGAOOD: They can, yes. The statute
states the Governor having the authority to do
t hat .

CHAI RMVAN DI ENER:  Any ot her questions fromthe
Conm ssi on?

COWMM SSI ONER SCHAEFER: These are in here?

MS. ELLI NGAOOD: Yes. That's asking that you
aut hori ze noving forward with these. |If you don't,
all 900 will expire by the end of the year.

COWM SSI ONER SCHAEFER: | nake a notion that
we accept these rules.

COMM SSI ONER WEATHERWAX:  Second.

CHAI RVAN DI ENER:  All in favor.

THE COVM SSI ON: " Aye".

CHAI RVAN DI ENER:  Opposed, sane sign.

(No response)

CHAI RVAN DI ENER: Motion carri es.
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MS. ELLI NGWOOD: Thank you.

CHAI RMAN DIENER.  No. 9, this is an agenda
item near and dear to ny heart. M ss Jessica
Barnes will be presenting |Indiana breed devel opnent
prograns, telling us up here and in the audi ence
little bit what they are, how they're doing, the
vari ous breeds. Thank you, Jessica. Good
af t er noon.

MS. BARNES: Thank you. Good afternoon.

l'd like to start off by first just kind of
doi ng an overvi ew of the breed devel opnent
prograns. W have sonme new Conmi ssioners on board,
and | thought this mght give you a little insight
into how the breed devel opnent prograns work, what
the el enents are, and how they are adm ni st er ed.

So what is breed devel opnent? The breed
devel opnent fund or the prograns have been
established to pronote the breedi ng of horses while
stinul ating the agri busi ness sector of the state's
econony. There are currently three breed
devel opnent prograns established by the Comm ssi on.
Each one has an advisory commttee and a
correspondi ng breed devel opnent fund that is
adm ni stered through the offices of the Indiana

Hor se Raci ng comm ssion. The standardbred breed
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devel opnent program was established in 1994 by the
Conmmi ssi on, the thoroughbred breed devel opnent
program establ i shed in 1995, and the quarter horse
program est abl i shed i n 2000.

H storically, the breed devel opnent funds have
consi sted of breakages, which is the difference in
roundi ng off of pari-nmutuel payoffs; outs, all the
uncashed tickets that expire each year; and
traditionally the riverboat adm ssion tax. And
this was the fundi ng nechani smuntil 2008 when the
raci nos cane on board. The revenue fromthe sl ot
machi nes repl aced the revenue that was all ocat ed
fromthe riverboat adm ssion tax. So there was a
slide there. The breed devel opnent funds still
recei ve breakages and outs in addition to the slots
revenue that's generat ed.

The anount allocated to each breed devel opment
fund is specified by the statute. For exanple, of
t he anount of the AGR allocated to purses, which is
traditionally 97 percent, when you take off the
benevol ence portion and the equi ne pronoti on, for
standardbreds it's 50 percent of the noney that's
allocated to the racing industry goes to breed
devel opnent, 50 percent goes to purses.

Thor oughbred it's 40 percent, and quarter horse is
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30 percent to the breed devel opnent program

And you're able to find a breakdown of this
revenue for each fund on a page in your neeting
packets. 1've actually included the page fromthe
annual report that, if you |look at the chart at the
center of the page, for 2012 it breaks down the
fundi ng that consisted for each of those funds,
breakage, outs, and slot revenues for 2012.

I n addition, through cooperation with the
racetracks, there's sone nonies allocated fromthe
purse accounts that are utilized to help fund breed
devel opnent at races at the racetrack. So when you
are | ooking at a race program at the racetrack and
you see Race No. 4, this is an Indiana-bred race
for quarter horses, and you see a $20, 000 purse,
traditionally that is not all breed devel opnment
noney. There is sone noney conming fromthe tracks
into that purse. And that happens each year when
we create the program

The foundation of the program has been set
when the funds were created. So the foundation,
such as how horses are registered, the rules for
regi stration, the breeding of those horses, what
the commttee does each year is they reviewthe

breed devel opnent prograns and work with the track
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to set the racing programfor the upcom ng cal endar
year.

So each breed devel opnent program has a breed
devel opnent advi sory conmmttee with three
Gover nor - appoi nted nenbers. And the conmmttee
hol ds breed devel opnent neetings as needed
t hroughout the year and typically begins their
meetings for planning in the fall of each year.
They review and nake recommendations to the
Conmmi ssion for the follow ng year's program

The neetings are open to the public, and the
conmttees work closely with the racetrack and the
horsenen's associ ations, wth the goal of bringing
forth to the Conm ssion a unified, agreed-upon
proposal for the Conm ssion to approve each year.
And that's one of the things that the commttees
that I've worked with in the past couple years have
really strived to do, is to bring forth a unified
proposal that the horsenen are in favor of, the
tracks are in favor of, and the breed devel opnent
committees are in favor of in front of the
Comm ssi on.

One of the hardest chall enges each of these
conmttees face each year is bal anci ng one's needs

of everybody that's involved in the horse racing
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industry. As you can inmgine, if you are sitting
in a position of a breeder, what you would like to
see happen with the breed devel opnent programis
much di fferent than sonebody who is just owni ng
racehorses and racing them The sane would go if
you're a stallion owner. So the conmttee has a
huge task of trying to balance all those needs and
actually trying to | ook at the overall bigger
picture to put together a programthat is going to
benefit the entire industry.

Once approved, the breed devel opnent programns
are adm ni stered by the Staff of the |Indiana Horse
Raci ng Comm ssion. The IHRC Staff coll ect,
process, and verify registration of nmares, foals,
and stallions. W also have an inspector that
visits farns in Indiana to verify the | ocation of
regi stered mares and stallions. So if sonebody
tells us they have a mare here in Indiana that is,
according to our regul ati ons, supposed to be here
for a specific period of tine, we actually oversee
i nspections and an i nspector going out and naking
sure that that mare or stallion or foal is there
where they are supposed to be and conplying with
t he Comm ssion rul es.

We process award paynents directly to the
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breeders and stallion owners, as well as processing
paynents to the racetracks for races contested in
t he breed devel opnent program

In addition, the racing secretaries at each of
the racetracks has a role in the adm nistrati on of
t he breed devel opment program Once that program
is approved by the Comm ssion, the racing secretary
wor ks with scheduling those races, nmaking sure that
t he overall nunmber of races conply with the
prograns that are approved, that the correct purse
anmounts are applied per the programthat was
approved by the Comm ssi on.

Whi |l e each of the breed devel opment prograns
are different, and have their own uni que set of
guidelines, I'd like to take a nonent to overvi ew
sonme of the conmponents of each program

| briefly tal ked about registrations of
horses. All three of the prograns have mares,
foals, and stallions that are registered in their
prograns. The tim ng of each of those is
di fferent.

The racing program each one of our racing
progranms has overni ght races, stake races, and sone
type of supplenent for open racing. And that's if

an I ndi ana-bred races in an open race, there is
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sone type of added benefit for that horse if he
finishes well. There are breeder's awards and
stallion owner's award that we pay. And the
quarter horse breed devel opnent program actually
still has owner's awards as an elenent in their
program

I*ve al so included in your packet an overvi ew
of the popul ation and participation of the three
programs. So if you want to look at this, it's the
chart that's the Breed Devel opnment Popul ati on
Statistics. It'll show you the year, the total
mares regi stered; fromthat you have the total
foals registered and the total stallions registered
for each breed, quarter horse, thoroughbred, and
st andar dbr ed.

St andar dbreds did not have a residency
conmponent for their mares until 2009, so that's why
you see an additional column there, because they
were breeding mares to Indiana stallions but there
was no requirenent for those mares to stay in the
state of Indiana until 2009. And now there's an
added benefits for a mare to stay in the state of
| ndi ana for the standardbred program

Then | would just briefly like to take a few

m nutes to highlight sone achi evenents of Indi ana




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © 0O N o o0 M W N Rk O

198

horses and how t hey' ve been doing. One of the
things that | |look at and study a lot is how

| ndi ana breds are doing in open races and how are
we fairing up agai nst open conpany. So you w ||
see a chart, and |I've actually updated, e-nailed to
all the Comm ssioners an update to this on Friday.
Looki ng at the program how Indi ana breds or

| ndi ana sireds are doing in open conpany, and

| ooki ng at, you know, what percentage of I|Indiana
breds are in open races and then al so how nuch of
t he noney are they earning.

And | think the inmportant thing to note here
is when we started |ooking at this in 2010, all
three of the breed devel opnent programs have seen
an increase in not only their participation but
al so the amount of noney that they're earning,
which | think that tells us that |ndiana-bred
horses are inproving in quality and they are
getting better and doi ng well.

I think that is evident when you | ook at sone
of the acconplishnents that |'ve highlighted here,
and I'd just like to go through and hi ghli ght
these. If you look at the quarter horse breed
devel opnent program in Cctober of 2013 an | ndi ana

bred won the open CQHRAI stallion service auction




© 00 ~N oo o b~ w N P

N RN N NN R R R R R R R R R
g N W N P O © 0O N o o0 M W N Rk O

199

derby finals, an open stake race. And up until
2013 quarter horse breed devel opnent actually had
an elenent in their programthat provided a bonus
to I ndi ana-bred quarter horses that qualified for
open stakes finals, and we actually had to

di sconti nue that because it becane too cost

prohi bitive because it was too effective. There
was so nmany | ndi ana-bred horses qualifying for open
races that we could no | onger sustain that bonus.
It was too successful, so it served the exact
purpose it was created for.

Over the year 19 Indi ana-bred horses qualified
and conpeted in open stake races at | ndi ana Downs,
earni ng purse noney. W' ve had sone actual program
partici pants do well, and you can see those
achi evenents there.

I'"ll nove down to the thoroughbred, for the
sake of tinme. During the fall of 2012, an
| ndi ana-bred (i naudi ble) and went on to be the
first Indiana bred to conpete in the breeders cup
on turf. This horse actually earned $226, 000
conpeting solely outside the state of Indiana. So
it never ventured to I ndiana to conpete in a
restricted race. It solely conpeted agai nst open

conpany outside of the state.
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We' ve had sone ot her notable horses conpete in
open stake races outside the state of I|ndi ana,
A.G Saint, Dream ng Big, an |Indiana-bred horse,
conpeted in a open stake at Indiana Downs this
year.

And then if you | ook at the standardbred
program a few of their acconplishments is an
| ndi ana-sired horse, Ansalonna (sp.), won the open
Kent ucky and stallion owners and stakes at
Hoosi er Park, setting a new track record for
two-year-old filly pacers.

And then | think one of the nost telling
t hi ngs about the standardbred programis if you
| ook at the categories of records that Hoosier Park
keeps, they keep a track record for each age, gait,
and sex of the horse. There's record for
two-year-old filly pacers, two-year-old colt
pacers, two-year-old colt trotters, three-year-old
filly pacers. And of those 19 track categories for
track records on a mle track, currently 12 of them
are held by Indiana-sired horses. So it has really
nmoved to a point where the |Indiana-sired horses are
now t he best horses conpeting at the racetrack
versus horses of a |ower quality.

That basically concl udes ny presentation.
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Just a really quick overview of the breed
devel opnent program |'d be happy to answer any
questi ons you nay have.

CHAI RVAN DI ENER:  Thank you. This was

excellent. | very much appreciate it. |'msure

t he new Comm ssioners do also. | have a question
though. | want to nake sure |I'mlooking at this

right. 1It's the chart.

MS. BARNES: Yes.

CHAI RVAN DI ENER: | ndi ana-bred sired horses
conpeting in open races by breed. And if | | ook at
the chart, is it an incorrect overgeneralization to
say that generally standardbreds from I ndi ana have
done better in open races than thoroughbreds that
are Indiana bred in open races? Am | draw ng
i ncorrect concl usi ons?

M5. BARNES: | think you're drawing a correct
concl usi on, but you have to understand the
f oundati on of how the prograns have been set up.
The standardbred program at Hoosier Park, very
early on was set up so that the race secretary did
not wite overnight races for |ndiana-sired horses.
There wasn't an option. If an Indiana-sired horse
was going to conpete solely agai nst an

| ndi ana-sired horse, they were going to do it in
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| ate closers or stake races. 1In fact, all the
overnights were witten Indiana sired preferred.

So I ndiana-sired horses got in first, but if there

was not a fulfill of |ndiana-sired horses, then the
race was filled with open horses of that sane
cat egory.

So fromvery early on, |Indiana-sired horses
had to, they were forced to conpete agai nst open
hor ses.

CHAI RVAN DI ENER: | ndi ana-si red st andardbreds?

MS. BARNES: Standardbreds were forced to
conpet e agai nst open horses. Except for the stake
races, which is your best horses, and the |l ate
closers, which is your best horses.

So you mi ght have an | ndi ana-sired mai den that
you have in your stable and you enter into a nmiden
race and there's eight |Indiana-sired horses that
enter that race; there are going to be two open
horses that cone in to nake that full field of 10.
So alot of tinmes if your quality wasn't up to par,
you were conpeting for third and fourth before you
even |l eft the gate, if you | ooked at it just on
paper. So they were forced to nake qui cker
I nprovenents to that.

And at the tine that we | ooked at the prograns
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in 2012, there was really not an incentive for

t hor oughbreds to conpete in the open program The
| ndi ana-bred races were conducted at a hi gher purse
than the open program So if a | ndi ana-bred

t hor oughbred went from a I ndi ana-bred race to an
open race, nmany tines they were going to be
conpeting for a | esser anpunt than they woul d when
t hey were conpeting against restricted conpany.

So the prograns have been set up very
differently for a long tine, and | think that
affected the nunbers that you see here today.

CHAI RVAN DI ENER: Do the nunbers al so refl ect
a conclusion that the I|Indiana-bred thoroughbreds
have not been as successful in the open races as
| ndi ana- bred st andardbreds?

M5. BARNES: No. | think we're seeing
| ndi ana-bred thoroughbreds go into open races now
and actually conpete and do better. | nean, you're
seeing the participation increase. You're seeing
the horses go there. 1In the past there was really
no reason for themto nake that nove to those
races. One, there was a purse differential that
was negative, so they just didn't do that. So I
can't tell you that if they had conpeted, they

woul dn't have done wel |, but
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CHAI RVAN DI ENER:  Ckay. | know this is very
ki ndergarten | evel for you, but it's inportant to
t he Comm ssion and for ne.

M5. BARNES: That's fine.

CHAI RVAN DI ENER: It's not just a one-tine
deal. 1'd like to do this every year because it's
important, it shows the inpacts that are goi ng on,
particularly the owners and trainers and how
they're doing. |'mvery appreciative.

|'ve taken enough tine. 1'Il hand it over.

COW SSI ONER SCHAEFER: My only question, and
maybe you al ready answered this. The standardbred,
the stallion registry dropped off considerably in
2012. |Is there an explanation for that?

MS. BARNES: | think people are realizing that
you need a very high-quality stallion to produce
results. So | think as conpetition is getting
greater, sone people have been re-evaluating their
stallion stock and upgrading to better stallions
and getting rid of sone of those | esser stallions
that weren't producing as well.

And | also think that the nunber of mares
being bred directly relates to that. |If you | ook
at standardbred nunbers, you know, we've kind of

reached our peak in 2011. There's 3, 312
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standardbred nmares bred to |Indiana stallions that
year, and that's, quite honestly, too many for the
mar ket and for the races that are avail able for
t hem

So I think that stallion owners and farnms have
really | ooked at their stock and tried to make
i nprovenents and have actually geared away fromthe
nore is better and | ooked nore at better quality,
maybe | ess stallions is a little bit better.

COW SSI ONER SCHAEFER:  Thank you.

CHAI RVAN DI ENER. Go ahead, Tom

COW SSI ONER VVEATHERWAX: Maybe | don't
understand, but | know the incentive has al ways
been to have to encourage | ndi ana-bred horses. But
if they're bred in Indiana and they go to anot her
state, but they don't stay here, but then they cone
back to race, they're still an |Indiana-bred horse,
aren't they?

MS. BARNES: Yes.

COW SSI ONER VEATHERWAX:  They don't have to
be residents here?

MS. BARNES: No. Dependi ng on each program
there's a certain period of tine that they have to
meet residency requirenents. But they can |leave to

go race el sewhere. So once they have that | ndiana
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bred or Indiana sired, dependi ng on whi ch program
you're | ooking at, status, they don't |ose that.

COWM SSI ONER WEATHERWAX: But is it not true
that the reason you see these nunbers is they want
to be registered and certified here for the purses
and they can go play sonewhere el se but they cone
back here and they're still eligible for the
purses?

MS. BARNES: Yes.

COMM SSI ONER WEATHERWAX: So is that true
goal? | nean, | know that's the goal, but you see
t hat happeni ng or not?

MS. BARNES: Yeah. | nean, | think we want to
breed horses that can go anywhere and race.

Because if that happens, then it adds value to that
| ndi ana hor se.

Soif I"'man owner and |I'm | ooking to buy an
| ndi ana horse and | | ook at the racing cal endar in
| ndi ana and | know that | can race fromthis period
to this period of tinme and ny horse is only going
to fit races within the state of Indiana, then I'm
somewhat limted on what | can do. But if I'm
| ooki ng at the caliber of a horse that can not only
race in Indiana and nake noney but during the off

season can go outside of the state and make nobney,
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then I"'mwilling to pay that breeder a | ot nore
noney for that horse.

I nean, so | think we want to continue to
reach to i nprove and breed those type of horses
that can do well not only here but outside the
state. | think it benefits everyone.

CHAI RVAN DI ENER:  Any ot her questions?

Thanks very nuch. Appreciate it.

MS. BARNES: Thank you.

CHAI RVAN DI ENER: Item No. 10, Jon Schuster.
And | believe Item 10 kind of ducktails in alittle
bit wwth what we tal ked about wth Jessica, gave us
a presentation on breed and quality of racing and
what have you, if |I'm not m staken.

MR. KEELER: It does. They do coincide with
each other. Jon Schuster, J-o0-n, S-c-h-u-s-t-e-r.
Good afternoon.

Qur request to the Conmmi ssion is to address
t he thoroughbred only or |Indiana bred and sired
program To put it in a nutshell, what we're
really asking for is a change in the letter of the
rule without changing the spirit of the rule.

Over the years there's been a | ot of
m sconcepti on about the anobunt of total nonies that

go to Indiana breds in our racing program You
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know, |'ve heard nunbers as high as 80, 90 percent
go to Kentucky horses and so forth. Wen you're

| ooking at all the purse noney, awards, and

suppl enents, the fact is that at I|ndi ana Downs, at
| east for the entire tine that |'ve been here, the
percent age that | ndiana bred and sired horses have
earned has al ways been in excess of 50 percent.
It's typically right around 50 percent, usually
bet ween 52 and 54. This year is the | owest year
|'ve seen it; it was 50.74 percent, so just a tick
under 51.

What we are asking the Conmm ssion to consider
is a change in the witten guidelines that, | guess
to best describe it, sort of conpartnentalize where
the nonies go to for the Indiana-bred program
x nunber fromslots and so nmuch from pari - nmut uel
moni es. When we sit down and | ook at the totality
of the programs -- the awards, the supplenents, the
purses, and all the things that go i nto what
happens and we get back to that 51 to 54 percent
nunber -- it would be a lot sinpler for the racing
secretaries and for the tracks to set up a racing
programif we had a guideline that allows us a
certain anount of | eeway, because sone things are

out of our control, depending what races fill in a
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gi ven year, horse popul ations, and so forth.
If we can change the guideline ever so

slightly to read 50 percent plus or m nus

5 percent, that will keep us in the range where
we' ve been, but it wll take off that
responsibility, if you wll, to nake sure that we

ratchet down the pari-nutuel nonies only for this
pocket and we can only have the slot noney for this
pocket .

W'l | keep the sanme anount of nbnies going to
t he | ndi ana-bred connections that we have in the
past, but that change would help us a |l ot in naking
the programa | ot easier for everybody to
under st and.

| do think a side benefit for the Comm ssion
in this particular case is everyone will know t hat
| ndi ana breds are absolutely getting a fair shake
on purse noney. W don't have to endure those
conversations any | onger about 80 percent of the
noney goi ng down the road when that's not the case.

COW SSI ONER SCHAEFER:  Jon, what's the
witten rule say now? |'msorry.

MR SCHUSTER: "1l let Joe.

MR. GQORAJEC. Comm ssioner Schaefer, if you

| ook at the |ast page in this particular tab, it
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says Current Policy. That was sonething that the
Conm ssi on passed in 2010.

And what Jon is suggesting, and what | woul d
reconmmend to the Commi ssion -- | would recommend to
t he Comm ssion that they approve Jon's request --
is it makes the current formula sinpler, makes it
easier to understand, it gives Jon and his racing
secretary the flexibility that they need, and to a
relatively limted extent it mght be able to make
a lucrative Indiana-bred programeven a little bit
nore |ucrative.

So for all those reasons, | think it's a good
proposal. But the current policy is laid out in
that tab, the | ast page.

CHAI RVAN DI ENER:  Jon, | think we understand
t he proposal, and it appears as if the HBPA has
witten a letter in support of that proposal and it
appears the I ndi ana Thoroughbred Breed Advi sory
Conmttee has witten a letter in support of your
proposal .

Questions or further discussion fromthe
Conmi ssi oner s?

MR. SCHUSTER One other thing | would like to
mention. The second piece of that proposal talks

about elimnating the nandate that | ndi ana purses
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and open purses be the sane. That is another tool
for us in our tool box, as we've tal ked about
earlier today, | guess -- bad netaphor maybe -- to
hel p us make sure that we nassage the races and get
the purse levels right away. Wth the decreasing
horse popul ations and the different pieces that go
into that puzzle, that would help us as well. And
that's in the proposal.

CHAI RVAN DI ENER:  You have two gui del i ne
proposal s that you're presenting to us?

MR, SCHUSTER: That is correct, yes.

CHAI RVAN DI ENER:  Bot h of which have been
supported by the thoroughbred industry and
Conmm ssion Staff.

I'd nove that we adopt the guidelines as
pr oposed.

COW SSI ONER WVEATHERWAX:  Second.

CHAI RVAN DI ENER:  All in favor.

THE COW SSI O\ " Aye".

CHAI RMVAN DI ENER:  Thank you, Jon.

MR. SCHUSTER  Thank you. Appreciate it.

MR. GORAJEC. To the extent that the
Comm ssi on approves this, what | would do is |
woul d go ahead and wite out a new Comm ssi on

policy, on our stationery, date it, and circul ate
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it anongst the industry, so that we have sonethi ng
on our letterhead stating what our policy is. But
it'lIl be consistent with what you just approved.

CHAI RVAN DIENER: | was going to ask that the
two approved guidelines here be witten in a new
Conmi ssi on policy.

MR. SCHUSTER. W& woul d appreciate that. That
woul d be good for all parties.

CHAI RVAN DI ENER:  Thank you very mnuch.

Ckay. Item No. 11, M. Elnore, | think

VR. ELMORE: Brian El nbre, B-r-i-a-n,
E-l-mo-r-e, vice president of racing for Centaur.

M. Chai rman, Conm ssioners, Conm ssion Staff,
Item No. 11 is regarding the tote services
contract, which nust be approved by the Comm ssi on,
per rule. At the end of |ast year, |ndiana Downs
(i naudi bl e) did a one-year extension to cover us
through this transition period. At the end of this
year, Hoosier Park's contract expires with
Uni ted Tote.

So what we did, we went out and net with three
different tote conpanies to solicit bids to service
both facilities, now that Centaur owns them both.
Hoosier Park is holder of a permt to conduct horse

raci ng and has three OIBs, one in Fort \Wayne,
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| ndi anapolis, and Merrillville. |ndiana Downs
holds a permt to conduct horse racing and has two
licenses, one in Clarksville, one in Evansville.
Evansville is currently inactive.

The tote agreenent permts United Tote to
provi de totalisator services to Hoosier Park and
| ndi ana Downs and their respective satellite
facilities during the period comencing
Decenber 20, 2013, through Decenber 31, 2020. It
provides for an automatic three-year renewal unless
either party tinely opts out.

Hoosier Park is currently enploying the
services of United Tote and found themto be nore
than satisfactory. |Indiana Downs has been under a
contract with another tote vendor. Their contract
expi res on Decenber the 19th, 2013.

Appoi nting a common tote vendor will allow
| i censee to cost savings on econom cs of scal e and
provi de optimal for future upgrades, new products,
and opportunities since all facilities will be
usi ng the same system platform and vendor. The
nost advant ageous about this is the fact that if a
patron purchases a ticket in Merrillville, drives
233 mles down |-65, and cash that ticket in

Cl arksvill e. So all six sites wll cross cash
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wthin the state.

Therefore, we respectfully request the
Comm ssi on approve this tote agreenent and
aut hori ze the executive director to nmake any ot her
approval s that m ght be necessary if there's any
ot her enhancenents and cost.

CHAI RMVAN DI ENER:  Brian, are there any
substantive changes in the new agreenent wth
United Tote to cover both tracks conpared to the
previous United Tote contract with only
Hoosi er Park?

MR. ELMORE: The major thing is when you're
tal ki ng about six venues, got much nore conpetitive
on pricing, and actually the |licensees received
benefit of that.

CHAI RVAN DIENER: So the price is a little bit
nor e advant ageous?

MR. ELMORE: Yes, sir.

CHAI RVAN DIENER:  In terns of the tote
services provided, are they essentially going to be
the sane as they were?

MR. ELMORE: Yes, at the Hoosier Park
facilities.

And, M. Chairman, where we think we'll really

benefit fromthis is, of course, Carksville's
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close proximty to Churchill Downs. W'Ill now have
the sane termnals as Churchill. So the patrons
that go to both places, have nore famliarity with
Clarksville, and we hope that'l|l be very hel pful to
d arksville.

CHAI RVAN DI ENER: Questions for M. El nore?
COW SSI ONER SCHAEFER: Brian, | know the
Evansville facility's not open now. But does this

i ncl ude them --

MR ELMORE: It would in the event that the
Comm ssion would ever allow that to be reopened,
yes, sir.

CHAI RMAN DIENER.  Is this a request just by
| ndi ana Downs?

MR ELMORE: No, sir. It is by both parties.

CHAI RVAN DI ENER:  That's what | thought.

VR. ELMORE: Yes, sir.

CHAI RMVAN DI ENER: | nove approval of the
request by the two track |licensees for a single
contract with United Tote for totalisator services
as subm tted.

COW SSI ONER SCHAEFER:  Second.

CHAI RVAN DI ENER:  All in favor.

THE COWM SSI O\ " Aye".

CHAI RMVAN DI ENER: Opposed, sane sign.
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(No response)

CHAI RMAN DI ENER:  The single United Tote
contract for both tracks and the OIBs are approved.

MR, ELMORE: Thank you, sir. Appreciate that.

CHAI RVAN DIENER: | think you're still up.

MR ELMORE: | amstill on deck.

CHAI RMVAN DI ENER: Now you want to spend sone
nore noney at | ndiana Downs for track services.

MR. ELMORE: Yes. At I|ndiana Downs we woul d
like to do a total dirt track renovation. W
t al ked about this | ast Decenber 14 and assured this
Conmi ssion that we would take a close | ook at the
racetracks that we would have ownership of and
responsible for. W did find sone deficiencies at
| ndi ana Downs prior to the start of the race neet,
but it takes about six or eight weeks to resol ve
t hose i ssues.

I could not personally be any nore pleased in
the results we had at Indiana Downs this year. |
t hi nk our track superintendent, Johnny Jam son, did
a magni ficent job. W reduced catastrophic race
br eakdowns by one-third over | ast year. For the
first tinme in the history of nineteen years of
runni ng t horoughbreds, there was not one race day,

nor was there one race canceled, for a track
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condition that the riders did not feel safe on.

I*mvery proud of that. And the stakehol ders
all benefit fromthat, the Comm ssion pari - nutuel
tax, the horsenen and racing opportunities, and, of
course, the |icensees.

In over 50,000 trips to the track for

training, | have a total of four catastrophic
breakdowns. | think Dr. Angela nmay have two nore
that were put down |later |I'mnot aware of. So,
agai n, out of 50,000, I'mvery pleased with those
resul ts.

We have a very good racetrack. W want to
make it better.

CHAI RMVAN DIENER.  Am | right that Butch Lehr
is going to hel p you?

MR, ELMORE: Yes, sir. Just so you know,
Butch was here today, along with Johnny Jam son
We are doing the track cut due to the storm water
goi ng across the pond, so they returned to their
duties and | said | would do ny best to cover for
them Yes, M. Lehr will be in assistance.

So we ask that you approve that, and we
request that the executive director be given
authority to approve contracts in excess of

$50, 000, which could be for naterial s.
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CHAI RMVAN DI ENER:  Joe, do you recommend
approval of this request?

MR. GORAJEC. Ch, absolutely.

CHAI RVAN DI ENER:  Questions fromthe
Conmmi ssi on?

I would notion that we approve the request by
Centaur to renovate the Indiana Downs track
surface, estimated cost $1 million, and then enter
into contracts related thereto, subject to review
and approval by our executive director.

COW SSI ONER WVEATHERWAX:  Second.

CHAI RVAN DI ENER.  All in favor.

THE COW SSI O\ " Aye".

CHAI RMVAN DI ENER:  Opposed, sane sign.

(No response)

VR. ELMORE: Thank you, sir.

CHAI RVAN DI ENER:  You're still up for spending
another mllion dollars.
MR ELMORE: [|I'mgoing to go three for three

t oday nmaybe here. O maybe | should say three for
four. Depends how you're |l ooking at it.

MR, GORAJEC. You're certainly not batting
1, 000.

MR ELMORE: No, I'mnot. But you bat 750,
it'll get you in the Hall of Fane.
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(Laughi ng)

MR. ELMORE: At | ndiana Downs we are
requesti ng Conm ssion approval to build and erect a
new video tote board to go on the infield. It
woul d sonewhat mrror Hoosier Park's. The center
woul d be approxi mately 18x32-foot video screen. W
believe it would be a great enhancenment for our
patrons, for the horsenen that race there.
Presently, we have four conpani es bidding on this.

Because tine is of the essence, and we need to
get the foundations in and the structures prior to
the next neeting, quite possibly, we would like to
request the Comm ssion approve this project and
request that the Comm ssion del egate the executive
director authority to approve the design of the
tote board and approve contracts in excess of
$50, 000 associated with the tote board project.

CHAI RMVAN DI ENER:  Joe, do you have any
conments on what you know about this tote board?

MR GORAJEC. If they want to build a tote
board, let thembuild a tote board.

CHAI RVAN DIENER: I f you build it, they wll
COne.

MR GORAJEC. I'mnot a big fan of the

junbo-trons. But if they feel it's noney well
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spent, go ahead.

MR ELMORE: It really has hel ped draw crowds
out on the apron at Hoosi er Park.

COWMM SSI ONER SCHENKEL: Let ne tell you from

experi ence fans expect it.

MR ELMORE: [|I'mtelling you what. People
wll Ilike them The horse wll be running right in
front of them they'll stand and | ook at that board

i nstead of | ooking at the horses.

Anyway, thank you very nmuch. Appreciate it.

CHAI RVAN DIENER:.  1'Il go ahead and nake the
noti on that we authorize Centaur to build a new
tote board at | ndiana Downs, again, with the
contracts subject to the review and approval by the
executive director.

COW SSI ONER SCHENKEL:  Second.

CHAI RVAN DI ENER:  All in favor.

THE COW SSI O\ " Aye".

CHAI RMVAN DI ENER:  Opposed, sane sign.

(No response)

CHAI RVAN DI ENER:  Mbtion carries.

MR. ELMORE: Thank you.

CHAI RVAN DI ENER:  Thank you. And now your
associate, M. More, wants to spend sone nore

noney.
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MR. MOORE: M. Chairnman, nmenbers of the
Conm ssion, Joe, Staff.

Here today to talk to you about the proposed
new driver's | ounge, which is kind of a m snoner.
It's much nore than a driver's |ounge. First of
all, it'll be a 3,600-square-foot building on the
sane footprint, if you go back to Hoosier Park's
begi nni ngs, the barn 15, which was the original
detention barn. That will be the footprint where
the new driver's |l ounge will be erected, and then
barn 15 will be razed after this neet.

| nmentioned it'll be nore than a driver's
| ounge, in that just about half of the building
w ||l be designated or used by all of the backside
barn area workers, enployees, crews, trainers,
owners. Be a nice recreation room | ounge,
multiple TVs, pool table, ping-pong table. So
it'll be a nice place for the folks to in between
races in the early day spend their tine.

On the driver's side there will be a very nice
driver's lounge, which will have separate | ocker
roomfacilities, 31 full-size |ockers for the
drivers. Again, areally nice lounge with multiple
TVs, pool table, ping-pong table. And, in

addition, there will be a smaller, but equally
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nice, wonen's driver's |ounge and | ocker room

So we think we pretty nuch have taken care of
everybody that takes part in harness racing at
Hoosi er Park in the barn area, and hope that you
wll see fit to approve it.

CHAI RVAN DI ENER:  Joe?

MR. GORAJEC: |I'mconfortable wth the
request .

I would just like to ask Greg that once you
have the plans that 1'd like to see them and have

ny staff, and especially ny track security, review
those plans. But | think it's a good thing you're
doi ng.

MR. MOORE: Absolutely, Joe. W welcone your
i nput in those plans.

CHAI RVAN DI ENER:  Repl aci ng barn 15, does that
reduce the nunber of stalls you're going to have
avai | abl e for horses?

MR MOORE: It does. But, Chairnman, we don't
need the nunber of stalls that we originally did,
you know, having the thoroughbreds and
standardbreds. W don't need as many stalls as we
do for the thoroughbred neet. And we'll still be
able to incorporate one of our other barns as part

of the detention area; barn 9 and barn 16 wll be
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our detention area. But we still have plenty of
barn space.

CHAI RVAN DI ENER.  Questions fromthe
Conmmi ssi on?

I'll go ahead and nake a notion that we
aut hori ze Centaur to construct a new driver's
| ounge and related facilities at Hoosier Park
subj ect to, one, approval of all contracts by the
executive director, and two, subject to review of
final plans and drawi ngs by the executive director
for purposes of security.

COWM SSI ONER SCHAEFER:  Second.

CHAI RVAN DI ENER.  All in favor.

THE COW SSI O\ " Aye".

MR. MOORE: Thank you.

CHAI RVAN DIENER: | think you're still up.

MR MOORE: | think I am

CHAI RVAN DI ENER:  Yes. W have a new busi ness
itemthat because of tine sensitivity, that is,
weat her. Hoosier Park wants to do sone track
resurfacing or track rejuvenati on, whatever you
want to call it.

MR MOORE: That's actually a good term
M. Chairman. | wll call it a superb racing

surface this neet, both in the speed of the horses
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but even nore so in the safety of the racing
surface. And | want to comend Ji m Shel ton, who
was here this norning, and his team for just an
outstanding job and all the hard work that has gone
into providing a great racing surface.

But ny analogy is nuch |like a road. You have
a nice new road, but you have traffic over it
constant, constant, in this case tens of thousands
of horses, particularly in one area and that's the
rail, going over it literally thousands of tines a
day.

So it's tine that the track needs a little, as
you sai d, renovation, upkeep. And we have engaged
the services of G eg and Dan Coon from Coon & Sons,
who are renowned experts in the standardbred
industry as far as harness racing services are
concerned. And we would like to get going on this
project. Again, npjority of it being down by the
rail, but we also want to nake sure we have uniform
grades around the entire racing surface.

W'd like to get started literally the day
after we close. And we've prom sed the Comm ssi on,
we prom sed the horsenen that we will provide the
best racing surfaces, and to that end, this is what

we are proposing to do.
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CHAI RMAN DI ENER:  Joe, questions, conmments?

MR GORAJEC. | think it's a good i dea.
think they' re one of the few conpani es spendi ng
noney on anything, and for themto do this for a
surface that is already a good surface, | think
t hey shoul d be comended.

COWM SSI ONER SCHAEFER: From what | read, are
you just going to conpact the rail surface?

MR MOORE: We're probably going to | ook to do
either of two things, either where you rip up the
rail or actually undercut it and put in a new rail
surface. Geg and Dan and Ji m Shelton, our track
superintendent, are putting their heads together to
get a gane plan together. They actually were here
t oday, the Coons were here this norning. They've

been neeting with Jimyesterday and today, and they

w |l have a plan and either one of those two
scenarios wll occur. Whatever they decide upon,
we'll see pretty much what |I'lIl call a new surface
by the rail.

COW SSI ONER SCHAEFER:  Mbre conpact ?

MR, MOORE: Mbre conpact. You know, you throw
ternms around | oosely. Some refer to it as a cow
pat h because you have so many horses goi ng over

that sane few feet, thousands literally every day
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when you consider training and raci ng and war mups.
Just, you know, the guys have done a great job
working it. It's just a matter of, you know,
you' ve seen roads, they need to be refurbished, and
that's what the rail needs to be right now

CHAIRMAN DIENER.  1'11 go ahead and nake the
noti on that Centaur be authorized to renovate the
track surface at Hoosi er Park, subject to review of
final plans and various contracts by the executive
di rector.

COW SSI ONER SCHAEFER:  Second.

CHAI RVAN DI ENER.  All in favor.

THE COW SSI O\ " Aye".

CHAI RMVAN DI ENER:  Mbti on passes.

MR. MOORE: Thank you.

CHAI RVAN DI ENER:  No nore ol d business. No
nor e new busi ness. Qur next neeting is right now

schedul ed for Decenber 10 at 9:00 a.m in this

of fice.

And apol ogy's not the right word. | know
that. Every one of the four of us -- Jason would
joinin this -- w really commend the horsenen and

the track trying to put together this distribution
agreenent. There's a lot of pluses in that. | can

only speak for nyself personally. | just felt
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this Conmm ssion wants to do what's best for this
i ndustry, and don't think by our inaction today

that there's any hesitancy in trying to support

what you're all doing.

Wth that, we stand adj our ned.

227
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STATE OF | NDI ANA
COUNTY OF MARI ON

I, Mchele K Dew, CRR-RPR, a Notary Public in
and for said county and state, do hereby certify that
the wi tnesses herein were by the Chairman duly sworn
totell the truth, the whole truth, and nothing but
the truth in the aforenentioned matter;

That sai d neeting/ hearing was taken down in
st enograph notes and afterwards reduced to typewiting
under ny direction; and that the typewitten
transcript is a true record of the testinony given by
sai d deponents;

That said neeting/ hearing conplies with all
appl i cabl e rul es;

| do further certify that I am a disinterested
person in this cause of action; that | amnot a
relati ve of the attorneys for any of the parties.

IN WTNESS WHEREOF, | have hereunto set ny
hand and affi xed ny notarial seal this 8th day of
Novenber, 2013. '

de £ 4

Michele K. Dew
NOTARY PUBLIC
SEAL
STATE OF INDIANA
My Commission expires Aug. 31, 2017

My Conm ssion expires: August 20, 2017
Job No. 79350
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