KENTUCKY HORSE RACING COMMISSION

MINUTES OF THE MEETING
Date: December 2, 2014 at 1:30 PM
Place: Rolex Stadium, Kentucky Horse Park, Lexington, KY

Members Present: Chairman Robert M. Beck, Jr.; Commissioner Edward S. “Ned” Bonnie; Commissioner Tom Conway; Commissioner Allen
Houston; Commissioner Burr Travis; Commissioner Jerry Yon, M.D.; Commissioner Frank Jones, Jr.; Commissioner Alan J. Leavitt; Commissioner J.
David Richardson, M.D.; Commissioner John Phillips; Commissioner Foster Northrop, D.V.M.; and Commissioner Neil Howard

Ex-officio Members Present: Ambrose Wilson, IV, representing the Public Protection Cabinet; William Dexter, representing the Tourism, Arts and
Heritage Cabinet; and Hollie Spade, representing the Cabinet of Economic Development

KHRC Staff Participating: John T. Ward, Jr., Executive Director; Marc A. Guilfoil, Director of Racing; Mary Scollay, DVM, Equine Medical Director;
Susan B. Speckert, General Counsel; Katherine M. Paisley, Deputy General Counsel; Greg Lamb, Supervisor of Pari-Mutuel Wagering; Barbara
Borden, Chief State Steward; Rich Williams, Chief Judge; William Farmer, DVM, Chief Racing Veterinarian; and Jamie Eads, Director of Incentives
and Development

Others Participating/Present: E. Lysonge and Gary Palmisano, Churchill Downs; Lisa Underwood, on behalf of The Red Mile; Joe Costa, The Red
Mile; Bill Lear on behalf of Keeneland; Vince Gabbert, Keeneland Association; Linda Benton, Ashley Quinn and Pearl Slusher, the Kentucky
Department of Revenue; Corey Johnsen, Kentucky Downs; Brittany Gooodman on behalf of AmWest Entertainment; Gene Bryer on behalf of
Xpressbet; Brad Blackwell on behalf of TwinSpires; Allison Meyer on behalf of TVG Network; Jason King on behalf of Lien Games Racing and
Matthew Feig on behalf of Ebet Technologies

Meeting called to order and roll call performed by Chairman Beck. A quorum was recognized.

TRANSCRIPT
AGENDA ITEM PAGE DISCUSSION / CONCLUSIONS / RECOMMENDATIONS ACTION TAKEN
NUMBER(S)
Tab1l Approve Minutes of 5 Chairman Beck requested a motion to approve the minutes of the | Motion to approve by
September 25, 2014 September 25, 2014 meeting as presented. Commissioner Yon.

Second by Commissioner
Richardson. Motion
carried with no objections
or abstentions.
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ACTION TAKEN

Tab2 Approve Kentucky 5-7 Ms. Eads presented a request dated November 10, 2014 from the | Motion to approve by
Racing Health & Welfare Fund Kentucky Racing Health & Welfare Fund (“KyRHWF”) for the | Commissioner Jones.
request for payment of transfer of funds from the unclaimed pari-mutuel tickets more | Second by Commissioner
unclaimed pari-mutuel tickets than one-year old in the amount of $2,153,164.82, less any claims | Travis. Motion carried

received and advertising expenses, pursuant to KRS 230.374. The | with no objections or

amount requested is the total of tickets sold to bettors between | abstentions.

July 1, 2012 and June 30, 2013 and that remained unclaimed as of

July 1, 2014. The KyRHWF has submitted the required documents

and staff recommends approval of transfer of the requested funds.
Tab3  Approve Kentucky Sire 8-9 Ms. Eads presented the proposed races dates for the 2015 | Motion to approve by
Stakes and County Fair Race Kentucky Sire Stakes to be held at The Red Mile. For two and | Commissioner Leavitt.
Dates three-year olds, Leg 1 will be held on August 9, 2015 and Leg 2 on | Second by Commissioner

August 20, 2015. The Finals will be held on August 30, 2015. | Richardson. Motion

Staff recommends approval. carried with no objections

or abstentions.

Ms. Eads presented the proposed races dates for the 2015

Kentucky County Fairs as set out in the Kentucky Colt

Association’s letter received on November 18, 2014. She noted

that the dates requested are the usual and customary dates for

the County Fair races and there will be no pari-mutuel wagering.

Staff recommends approval.
Tab4 Approve Keeneland’s 7-8 Mr. Guilfoil stated that by letter dated November 17, 2014, | Motion to approve by

reimbursement request from
the Backside Improvement Fund

Keeneland requested approval for reimbursement from backside
improvement funds for the following backside improvement
projects:

1. Barn shed row replacement for Barn 14;

2. 30 electrical heaters for barn tack rooms; and

3. Sprinkler pipe systems upgrade and fire alarm upgrades

for barn area.

The Commission approved the proposed improvement projects at
its December 11, 2013 meeting. At the time of approval by the

Commissioner
Richardson. Second by
Commissioner Yon.
Motion carried with no
objections or abstentions.
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Commission, Keeneland had an available balance of backside
improvement funds in the amount of $185,253.01. Due to
Keeneland’s fiscal year 2014 contributions, the available balance
has now increased to $370,778.00. Accordingly, Keeneland is
seeking reimbursement for the total expenses related to the
approved projects in the amount of $205,104.25.

KHRC staff has confirmed completion of the projects and all
invoices, photographs and related communications are on file at

the KHRC offices for Commission review.

Staff recommends approval.

Tab5 Approve Churchill
Downs request to offer Derby
Sire Future Wager

10-14

Mr. Lamb presented Churchill Down’s request for approval to
offer a new future wager, the “Derby Sire Wager.” The wager
would require a bettor to correctly choose the sire of the 2015
Kentucky Derby winner and by choosing an individual sire, all
2012 foals by that sire would be eligible to win the wager.
Patrons would be able to place win or exacta wagers and the
payouts would follow the same distribution rules as the Derby
and Oaks Future Wagers.

Mr. Lysonge presented an explanation as to how the wager would
work and answered questions from the Commissioners. In
response to an inquiry from Commissioner Jones, Mr. Lysonge
stated that to his knowledge, the proposed wager is a gray area in
the regulations, as the regulations do not prohibit the wager, but
do not affirmatively allow it either.

In response to an inquiry from Chairman Beck, Mr. Lamb noted
that the proposed wager is a pari-mutuel wager.  Staff
recommends approval.

Motion to approve the
recommendation by
Commissioner Bonnie.
Second by Commissioner
Travis. Motion carried
with no objections or
abstentions.
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Tab6 Approve amendments
to the Red Mile’s request to
offer exotic wagering on
historical horse races

14-15

15-19

19-21

Ms. Underwood presented the Red Mile’s November 19, 2014
request to amend its previously approved application to offer
exotic wagering on historical horse races. She explained that as
permitted by statute, the Red Mile and Keeneland had entered
into an operating agreement forming a new entity, KRM
Wagering LLC (“KRM”). KRM is owned 50/50 by the Red Mile and
Keeneland. The new facility will be located at the Red Mile and
will now include an expanded floor plan of 72,000 square feet.
Approval for 500 additional terminals, for a total of 1,000
terminals at the Red Mile is also requested.

Mr. Costa stated that the plans for the facility have been modified
to meet the demand of the market. He presented pictures of the
planned new facility and noted that along with the additional
square footage, the facility will now be one story as opposed to
two stories. The new facility will now include approximately
30,000 square feet of terminal floor and 16,000 square feet of
back of the house, and will be relocated to the front of the
grandstand. Construction of the facility will provide about 100
construction jobs, and 150 to 200 new jobs upon the facility
becoming fully operational. In response to an inquiry by
Commissioner Jones, Mr. Costa confirmed that the joint venture
was a 50/50 partnership and that the purse distribution between
the thoroughbreds and the harness racing would be the same.

Mr. Gabbert also confirmed the joint venture was a 50/50
partnership. In response to an inquiry by Commissioner Jones, he
stated that discussions had occurred, but no agreement had yet
been reached for joint simulcasting. For now Keeneland is
simulcasting thoroughbred only and the Red Mile is simulcasting
standardbred only. He declined to comment on any future plans

Motion to approve as
stated by Chairman Beck
by Commissioner
Richardson. Second by
Commissioner Jones.
Motion carried with no
objections or abstentions.
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21-22

until an agreement was reached.

Mr. Gabbert noted that as a matter of procedure, upon approval
of the Red Mile’s request as presented, Keeneland would
withdraw its previously approved request of 600 terminals.

Chairman Beck stated the Commission would vote for approval of
the Red Mile’s requested amendment as presented contingent
upon: 1) receipt of a letter from the Kentucky Harness
Horsemen’s Association (KHHA) that a satisfactory agreement had
been reached between it and the Red Mile; 2) receipt of a letter
from either the Kentucky Horsemen’s Benevolent and Protective
Association  (KyHBPA) or the Kentucky Thoroughbred
Association/Kentucky Thoroughbred Owners and Breeders
(KTA/KTOB) that a satisfactory agreement had been reached with
Keeneland; and 3) notification to the Commission prior to
entering into any management agreements with the
understanding that the Commission may require background
checks and other due diligence before any agreement may be
executed. Additionally, the vote would include approval of
Keeneland’s request to withdraw as Mr. Gabbert noted.

Tab7 Change in Control
application of Keeneland to
enter into option agreement to
purchase membership interests
of Thunder Ridge

22-27

Mr. Gabbert explained that Keeneland had entered into a letter
of intent and agreement to purchase the assets of Appalachian
Racing, which included Thunder Ridge. Before the Commission
today, Keeneland is only requesting approval to enter into an
option agreement with Appalachian Racing, LLC for those assets
to move over to Keeneland from Appalachian Racing. Keeneland
anticipates presenting its application to the Commission for
approval for relocation and to create a quarter horse racing and
exotic wagering on historical racing facility in the Corbin area in
the near future.

Motion to approve by
Commissioner Yon.
Second by Commissioner
Howard. Motion carried
with no objections or
abstentions.
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In response to an inquiry by Commissioner Richardson, Mr.
Gabbert stated that the choice for quarter horse racing was made
because 1) Keeneland did not want to compete with or take away
from racing at the Red Mile; and 2) to fill a gap in the racing
calendar from Ohio to Hialeah that would allow Keeneland to
capitalize on some of that horse population movement down
Interstate 75.

Mr. Gabbert noted that Keeneland had worked closely with the
quarter horse industry and they, along with the American Quarter
Horse Association (AQHA) are very supportive of the proposal.

Ms. Speckert noted that under the regulations, entering into an
option agreement is part of the definition of a substantial change
in ownership, so Commission approval is required. She also
noted that approval of the track relocation and new racing facility
would need to be brought before the Commission for approval
before Keeneland would be able to proceed.

Commissioner Jones stated that sometime in the future, he would
be interested in what the proposed purse structure at the new
location would be.

Tab8 Approve 2015 ADW
Conditions to Licensure

27 -28

Ms. Speckert presented the Conditions of Advance Deposit
Account Wagering (ADW) Licensing for 2015 (Conditions). The
Conditions are the same as the 2014 Conditions, with the only
revisions being to change the years to the applicable years where
appropriate.

Each ADW provider has remained in compliance with the
Conditions. Staff recommends approval.

Motion to approve by
Commissioner Jones.
Second by Commissioner
Yon. Motion carried with
no objections or
abstentions.

Page 6 of 9




AGENDA ITEM

TRANSCRIPT
PAGE
NUMBER(S)

DISCUSSION / CONCLUSIONS / RECOMMENDATIONS

ACTION TAKEN

Tab9 Approve 2015 ADW
License Applications:
a. AmWest Entertainment
Ebet
Lien Games Racing
TVG
Twinspires
Xpressbet

ol

28-33

29-30

30-32

Ms. Speckert stated that a representative from each of the
advance deposit account wagering (ADW) applicants was present
to answer any questions that may arise. There are six (6) renewal
applicants for 2015: AmWest Entertainment; Ebet Technologies;
Lien Games Racing; TVG Network; TwinSpires and Xpressbet. She
noted that there were three (3) 2014 providers that did not apply
for a 2015 license. Because of the implementation of the new
ADW tax, representatives from the Kentucky Department of
Revenue were also present and available to answer any
questions. Each applicant is in compliance with the new tax.

In response to an inquiry by Commissioner Richardson, Mr. Lamb
stated that through the third quarter, the total amount wagered
by Kentucky residents through ADWs was $129,034,622 and for
the third quarter only was $36,908,042. He noted that because
the collection of the tax did not begin until August, July of the
third quarter would not be included for purposes of the tax. Ms.
Speckert stated that the tax rate was one-half of 1% of all
amounts wagered through ADWs by Kentucky residents.

Commissioner Richardson stated that he was unfamiliar with Ebet
and Lien Games and requested each applicant provide him with
information about their company. Mr. King presented on behalf
of Lien Games Racing and Mr. Feig presented on behalf of Ebet
Technologies.

The staff recommends approval of renewal of each of the six (6)
renewal applicant’s license.

Motion to approve by
Commissioner
Richardson. Second by
Commissioner Travis.
Motion carried with no
objections or abstentions.

Tab6 Reports
a. Thoroughbred Rulings
b. Standardbred Rulings

33-34

a. Ms. Borden presented the thoroughbred ruling report. She
noted one update: Ruling No. 14-0071 has been paid.

No action taken.
Informational items only.
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c. Veterinary Division 34 b. Mr. Williams presented the standardbred ruling report. He
d. Pari-Mutuel Wagering noted that all fines have either been paid, the licensee has
Division been contacted and is in agreement to pay, or the licensee has
e. Regulations and Litigation been suspended for nonpayment.
34-36 c. Dr. Farmer presented the report for the Keeneland Fall 2014

meet; the fatality injury occurrence overtime report and the
2014 Harness Racing Report. In response to an inquiry by
Commissioner Richardson, he explained that the fatality injury
report only included thoroughbred; however, there had been
one (1) standardbred fatality in 2014 due to EIPH.

36 -37 d. Mr. Lamb presented the reports for historical horse racing at
Kentucky Downs and Ellis Park for October 2014. He noted
that although the numbers for November 2014 were not
received in time to be included in the agenda materials, a hard
copy could be provided upon request. As a comparison to
October and November 2013, he stated that the handle on live
racing for October and November 2014 was down; however,
the handle for wagering on historical horse racing for October
and November 2014 was up and continues to run a combined
average daily handle of about one million dollars.

37 e. Status Report on Regulations and Litigation — For Informational
Purposes Only.
Other Business 37-39 Mr. Johnsen presented a check in the amount of $195,000 to the No action taken.
Kentucky Breeders’ Incentive Fund for Kentucky Downs’ Informational item only.

percentage of handle on historical racing during 2014. Mr.
Johnsen also provided an update of the current status of and
future goals for wagering on historical horse racing.
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Executive Session 39-40 Chairman Beck requested a motion pursuant to KRS 61.810(1)(c) | Motion to go into
to go into executive session to discuss proposed or pending | executive session by
litigation against or on behalf of the public agency. Commissioner Howard.
Second by Commissioner
EXECUTIVE SESSION Phillips. Motion carried
with no objections or
40 Chairmen Beck requested a motion to return to public session. abstentions.
40-41 Following the return to public session, Commissioner Bonnie | Motion to return to public

moved to approve the request by the University of Kentucky to | session by Commissioner
make up the difference between the University’s employees | Richardson. Second by
raises received and Dr. Scollay’s salary, which over a two-year | Commissioner Travis.
period would be approximately $18,000. Motion carried with no
objections or abstentions.

Motion to approve by
Commissioner Bonnie.
Second by Commissioner
Richardson. Motion
carried with no objections
or abstentions.
Adjournment 41 Chairman Beck requested a motion for adjournment. Motion to adjourn by
Commissioner
Richardson. Second by
Commissioner Travis.
Motion carried with no
objections or abstentions.

NOTE: The Agenda materials and any amendments thereto, subject to any applicable exemptions, and the official Transcript are incorporated by
reference as if set forth fully herein.

Page 9 of 9



