KENTUCKY HORSE RACING COMMISSION

MINUTES OF THE MEETING
Date: March 23,2015 at 1:30 PM
Place: Rolex Hospitality Room, Kentucky Horse Park, Lexington, KY

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

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

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

Others Present/Participating: Rodgers Beasley, Keeneland Association; Marty Maline, Kentucky Horsemen’s Benelovent and Protective
Association (KyHBPA); Peter Ecabert, National Horsemen’s Benelovent and Protective Association (NHBPA); Chauncey Morris, Kentucky
Thoroughbred Association (KTA); Clara Fenger, DVM; Scott Fink, Gaming Laboratories International (GLI); Lisa Underwood, Wyatt, Tarrant &
Combs, on behalf of Kentucky Downs, LLC

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 4-5 Chairman Beck presented the minutes of the October 21, 2014, | Motion to approve by
October 21, 2014, December 2, December 2, 2014 and January 15, 2015 meetings for approval. Commissioner Jones.
2014 and January 15, 2015 Second by Commissioner

Leavitt. Motion carried
with no objections or
abstentions.
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AGENDA ITEM

TRANSCRIPT
PAGE
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DISCUSSION / CONCLUSIONS / RECOMMENDATIONS

ACTION TAKEN

Tab 2 Ratify Pick 6 Wager and 5-6 Mr. Lamb presented Keeneland’s request dated December 25, | Motion to approve by
Minimum Wager Request from 2014 for approval to reinstate the Pick Six Wager beginning with | Vice-Chairman Farmer.
Keeneland the Spring 2015 meet and to alter the minimum wager from | Second by Commissioner
$2.00 to $1.00 for ratification. Both requests are allowed under | Richardson. Motion
the current rules. carried with no objections
or abstentions.
Staff recommends approval.
Tab3 Approve Floor Plan 6 Mr. Lamb presented Ellis Park’s request dated March 6, 2015 for | Motion to approve by
Change at Ellis Park approval of denomination changes on currently authorized | Commissioner Jones.
games and to change the position of four authorized games on | Second by Commissioner
the floor. Richardson. Motion
carried with no objections
Staff recommends approval. or abstentions.
Tab4 Approve Keeneland’s 6-—7 Mr. Guilfoil presented Keeneland’s request dated February 27, | Motion to approve by
2015 Spring Meet Officials 2015 for approval of its roster of racing officials and dates | Commissioner Jones.
preference system for the Spring 2015 meet. All stewards are | Second by Commissioner
ROAP accredited and all officials have previously performed the | Houston. Motion carried
duties for which they are listed and were licensed by the meet | with no objections or
opening. Approval of the requested dates preference system by | abstentions.
the KyHBPA has been confirmed.
Staff recommends approval.
Tab5 Approve Churchill 8-9 Mr. Guilfoil presented Churchill Downs’ request dated February | Motion to approve by

Downs’ 2015 Spring Meet
Officials

19, 2015 for approval of its roster of racing officials and dates
preference system for the Spring 2015 meet. All stewards are
ROAP accredited and all officials have previously performed the
duties for which they are listed and were licensed by the meet
opening. Approval of the requested dates preference system by
the KyHBPA has been confirmed.

Staff recommends approval.

Commissioner Jones.
Second by Commissioner
Bonnie. Motion carried
with no objections or
abstentions.

Page 2 of 11




AGENDA ITEM

TRANSCRIPT
PAGE

DISCUSSION / CONCLUSIONS / RECOMMENDATIONS

ACTION TAKEN

NUMBER(S)

Tab6 Approve Thunder 9-10 Mr. Guilfoil presented Thunder Ridge’s request dated March 9, | Motion to approve by
Ridge’s 2015 Meet Officials 2015 for approval of its roster of racing officials for the 2015 | Commissioner Jones.
meet. All judges are ROAP accredited and all officials have | Second by Commissioner
previously performed the duties for which they are listed and | Richardson. Motion
were licensed by the meet opening. carried with no objections
or abstentions.
Staff recommends approval.
Tab7 Approve Backside 10-11 Mr. Guilfoil presented Churchill Downs’ request dated March 10, | Motion to approve by
Improvement Fund request: 2015 for approval of the expenditure its backside improvement | Commissioner Jones.
Churchill Downs funds for the following projects: Second by Commissioner
1) Backside paving; Travis. Motion carried
2) Racing office parking lights; with no objections or
3) Cable TV upgrades to the backside; abstentions.
4) Wall repair to Barn #25; and
5) Barn area heater repairs.
KHRC staff has inspected the areas in the proposal and has
confirmed the necessity of the renovations. Churchill Downs has
provided photographs and bids for each project.
KHRC staff has confirmed a balance of $357,651 in Churchill
Downs’ backside improvement fund. Upon completion of the
project, KHRC staff will inspect the repair work and confirm
completion. Copies of all invoices, photographs and
communications will be kept on file at the KHRC office.
Staff recommends approval.
Tab8 Approve KTDF Purse 11-12 Ms. Eads presented Churchill Downs’ KTDF purse structure | Motion to approve by

Structure — Churchill Downs
Spring Meet

request. By letter dated March 19, 2015, Churchill Downs
requested approval of its KTDF purse structure for the 2015
Spring meet and the ability to payout KTDF purses on eligible

Commissioner Richardson.
Second by Commissioner
Travis. Motion carried
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horses first through last place.

Churchill Downs ended the Fall 2014 meet with a surplus of
$152,061. Churchill Downs projects to card KTDF purses in the
range of S1.1 to $1.3 million, which is based on a payout of
approximately 85% of the amount carded and daily earnings of
$28,296.

The KTDF Advisory Committee approved recommendation of
Churchill Downs’ request at its March 19, 2015 meeting.
Approval is recommended.

with no objections or
abstentions.

Tab9 Approve KTDF Purse
Structure — Keeneland Spring
Meet

12-13

Ms. Eads presented Keeneland’s KTDF purse structure request.
By letter dated January 26, 2015, Keeneland requested approval
of its KTDF purse structure for the 2015 Spring meet and the
ability to payout KTDF purses on eligible horses first through last
place.

Staff has confirmed that at the end of the 2014 Fall meet,
Keeneland had a KTDF surplus of $153,178. Keeneland projects
to card KTDF purses in the range of $630,000, which is based on
a payout of approximately 74% of the amount carded and daily
earnings of $24,243.

The KTDF Advisory Committee approved recommendation of
Keeneland’s request at its January 28, 2015 meeting. Approval is
recommended.

Motion to approve by
Commissioner Richardson.
Second by Commissioner
Travis. Motion carried
with no objections or
abstentions.
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Tab 10 Rules Committee
Report: 810 KAR 1:300; 811 KAR
1:300 and 811 KAR 2:300 -
International medication
protocol as a condition of a race.

PAGE
NUMBER(S)
13-34
13-15
15-16
16— 17
18-20
20-21
21-23
24
24-25
25 — 26;
30-32

The new proposed regulations, 810 KAR 1:300, 811 KAR 1:300
and 811 KAR 2:300 — International medication protocol as a
condition of race, would provide race tracks the option to card a
Lasix free race as a condition of the race.

Mr. Beasley presented in support of the proposed new
regulations on behalf of Keeneland.

Chairman Beck noted that the Rules Committee approved
recommendation of the regulations by a three (3) to two (2) vote
at its March 23, 2015 morning meeting. Mr. Ecabert on behalf of
the NHBPA and Mr. Maline on behalf of the KyHBPA spoke
against the proposed regulation at that meeting.

Mr. Maline presented the KyHBPA’s opposition to the proposed
new regulations.

Mr. Ecabert presented the NHBPA’s opposition to the proposed
new regulations.

Clara Fenger, DVM, spoke against the proposed new regulations.

Mr. Morris presented the KTA’s support of the proposed new
regulations.

Chairman Beck opened the floor to the Commissioners.
Commissioner Northrop commented.

Commissioner Jones commented.

Motion to approve by
Vice-Chairman Farmer.
Second by Chairman Beck.
Motion approved by an
eight (8) to four (4) vote,
with objections by
Commissioners Travis,
Jones, Northrop and
Leavitt and no abstentions.
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26-30 Commissioner Travis commented.

32-34 Chairman Beck commented and expressed appreciation for the

rational discussion.

Tab 11 Kentucky Horse 34-35 a. Ms. Eads presented the Period IV applications for 2015-2017 | Motion to approve by

Breeders’ Incentive Fund

a.

b.

Approve KHBIF Period
IV applications.

Letter from KHBIP
Advisory Committee
seeking Commission
support.

35-36

of the Kentucky Horse Breeders’ Incentive Fund (KHBIF). She
noted eleven (11) applications were submitted and five (5) of
the applications were approved by the Commission at its
January 15, 2015 meeting.

The additional information requested from the remaining six
(6) applicants has been submitted and the KHBIF Advisory
Committee reviewed those applications at its March 10, 2015.
The KHBIF Advisory Committee recommends approval of the
remaining six (6) applications of: Kentucky Appaloosa Owners
Association; Kentucky Arabian and Half-Arabian Breeders
Alliance; Kentucky Mountain Saddle Horse Association of
Kentucky; Kentucky Miniature Horse Breeders; Kentucky Paint
Horse Club; and Rocky Mountain Horse Kentucky Breeders
Association.

. Ms. Eads presented a request dated March 13, 2015 from the

committee members of the KHBIF Advisory Committee. The
KHBIF Advisory Committee stated that throughout the review
process of the applications, they faced challenges when
accessing the applications against the current regulation.
Therefore, the KHBIF Advisory Committee was requesting the
Commission’s permission and support for a comprehensive
review of the program. Chairman Beck noted that a motion

Commissioner Richardson.
Second by Commissioner
Jones. Motion carried with
no objections or
abstentions.
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was not necessary, but asked Executive Director Ward to start
the process.

Tab 12 Approve amendments to
810 KAR 1:090 KTDF regulation

36-39

Ms. Paisley presented proposed amendments to 810 KAR1:090,
Kentucky Thoroughbred Development Fund (KTDF Regulation).
Because wagering on historical horse racing was not provided in
Kentucky when the KTDF Regulation was promulgated, the KTDF
Regulation does not provide for what a racetrack can do should
an excess of KTDF money accrued through wagers on historical
horse races occur. The proposed amendments would allow a
thoroughbred track the ability to transfer those excess funds to
another thoroughbred track. A track wishing to transfer any
excess funds would be required to seek the recommendation of
the KTDF Advisory Committee and Commission approval.

The Kentucky Thoroughbred Owners and Breeders (KTOB) and
KyHBPA support the proposed amendments. Approval is
recommended.

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

Tab 13 Approve extension and
Addendum to Memorandum of
Understanding with KHRC
Official Laboratory: LGC Science,
Inc.

39-44

Ms. Speckert presented a proposed extension of and Third
Addendum to the Memorandum of Understanding (MOU) for
drug testing services with HFL Sport Science, Inc. She noted this
was the last available renewal of the MOU and upon its
expiration, it would be necessary to bid out the contract.

She outlined the amendments between the Second Addendum
and proposed Third Addendum and addressed questions.

Approval is recommended.

Motion to approve by
Commissioner Howard.
Second by Commissioner
Jones. Motion carried with
no objections or
abstentions.
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Tab 14 Reports
a. Thoroughbred Rulings
b. Standardbred Rulings
c. Pari-Mutuel Wagering
Division
e. Regulations and Litigation

NUMBER(S)
44 — 45

45

45— 46

a. Ms. Borden presented the thoroughbred ruling report. She
noted non-payment of the fines for two (2) 2014 rulings,
Ruling No. 14-0093 and 14-0094, and explained that Ruling
Nos. 15-00021 and 15-0022, respectively, had been issued
suspending the individuals pending payment of their fines.
Other updates: Rulings 14-0102 and 15-0013 have been paid.

b. Mr. Guilfoil presented the standardbred ruling report. All
individuals with unpaid fines have been suspended pending
payment.

c. Mr. Lamb presented the reports for historical horse racing at
Kentucky Downs and Ellis Park for January and February 2015.
Historic racing combined handle continues to be around S1
million a day. Turfway Park’s live handle was also up
substantially over last year.

e. Status Report on Regulations and Litigation - For
Informational Purposes Only.

No action taken.
Informational items only.

Tab 15 Approve Kentucky
Downs request to offer historical
horse race wagers and terminals
supplied by Encore Gaming, LLC

46 -53

By letter dated March 18, 2015, Kentucky Downs’ requested
approval to amend its Request for Exotic Wagering on Historic
Horse Racing to utilize Encore Gaming LLC (Encore) as its new
provider for the terminals, pari-mutuel wagers and totalizator
system for historic horse racing.

Chairman Beck noted that an item of this request would be
discussed in executive session; therefore, the vote would be
deferred until the return to public session.

Ms. Underwood presented on behalf of Kentucky Downs noting
that the request included approval of: 1) twenty-one (21) pari-

Subsequent to return to
public session, motion to
approve the request
subject to the
contingencies as discussed
and recommended by staff
and approve revised
conditions by
Commissioner Jones.
Second by Houston.
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mutuel wagers on historical racing; 2) operation of an increase of
110 terminals, for a total of 500 terminals; and 3) use of the
Encore totalizator system.

Kentucky Downs has submitted all required information, which
was reviewed by KHRC staff and found to be compliant with
KHRC rules and regulations. The Encore tote system and the
pari-mutuel wagers have been tested by GLI and GLI has
submitted a satisfactory functionality report confirming
regulatory compliance.

Staff recommends approval contingent upon: 1) receipt of a
satisfactory report from GLI on insight verification of all the
terminals that will be installed; 2) the staff’s review and approval
of the final floor layout of the 500 Encore terminals, including
review and approval of surveillance system; and 3) compliance
with the conditions to conduct historical horse races for
Kentucky Downs.

Tab 16 Approve Conditions to
Conduct Historical Horse Races
for Kentucky Downs

50-53

Ms. Speckert noted that if the Commission approved Kentucky
Downs’ request to offer historical horse race wagers and
terminals supplied by Encore, changes to Kentucky Downs
conditions to conduct historical horse races were necessary. The
revised conditions have been provided to Kentucky Downs and
they have agreed to comply with the revised conditions.

See motion and action
taken under Tab 15.

Executive Session

In re Investigation of
Trainer Tevis McCauley

In re KHRC v. Veitch,
OAH File No. HRC-42289-047,
KHRC-TB-003

Chairman Beck requested a motion to go into executive session
to: 1) deliberate in a role as a judicial or quasi-judicial body
regarding individual adjudications as permitted by KRS
61.810(1)(j); and 2) to discuss proposed or pending litigation
against or on behalf of the public agency as permitted by KRS
61.810(1)(c).

Motion to go into
executive session by
Commissioner Travis.
Second by Commissioner
Jones. Motion carried with
no objections or
abstentions.
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EXECUTIVE SESSION

Chairman Beck requested a motion to return to public session.

Upon return to public session, Chairman Beck noted the
following for the record: 1) In re the investigation of Tevis
McCauley, Commissioner Northrop recused himself and did not
participate; and 2) In re KHRC v. Veitch, Commissioner Phillips
did not participate.

Chairman Beck requested a motion in re investigation of Tevis
McCauley. Commissioner Travis asked for a motion of the
Commission to charge Tevis McCauley with violations of the
following regulations with a finding of probably cause: 810 KAR
1:018(20)(7); 810 KAR 1:018(15)(3); 810 KAR 1:025(14)(1)(j) and
(n); 810 KAR 1:027(15)(1)(b); 810 KAR 1:025(14)(1)(i); 810 KAR
1:025(14)(1)(a) and (qg); 810 KAR 1:025(1)(e); 810 KAR
1:025(1)(g); and 810 KAR 1:012(9)(1).

Chairman Beck requested a motion in re KHRC v. Veitch.
Commissioner Jones asked for a motion of the Commission to
adopt the hearing officer’s penalty recommendation on remand
including the recommendation to adopt the KHRC's Exceptions
A, B, C and D, revising the period of suspension set out in the
original Final Order to a suspension period of nine months.

Motion to return to public
session by Vice-Chairman
Farmer. Second by
Commissioner Travis.
Motion carried with no
objections or abstentions.

Motion by Commissioner
Travis. Second by
Commissioner Howard.
Motion carried with no
objections or abstentions.

Motion by Commissioner
Jones. Second by
Commissioner Bonnie.
Motion carried with no
objections or abstentions.

Other Business

55

No other business presented.

No action taken.
Information item only.
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Adjournment 55 Chairman Beck requested a motion for adjournment. Motion to adjourn by Vice-
Chairman Farmer. Second

by Commissioner
Richardson. 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.
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