Commission Meeting

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

BEFORE THE
TEXAS RACI NG COW SSI ON
AUSTI N, TEXAS

COWM SSI ON MEETI NG
JUNE 10, 2014

BE | T REMEMBERED t hat the above-entitled matter
cane on for hearing on the 10th day of June, 2014,
begi nning at 10:28 a.m at 105 West 15th Street,
Room 120, Austin, Travis County, Texas, and the
foll ow ng proceedings were reported by Jan E. Harrison,

Certified Shorthand Reporter for the State of Texas.
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PROCEEDI NGS 10: 28 A M
CHAl RVAN SCHM DT: We are waiting for one
nore comm ssioner, who is en route in alittle traffic
at the airport, so we mght start ... on tine. There
she cones.
Vi cki, wel cone.
Well, it's 10:28, and let's get going.
Wel cone to the Texas Racing Comm ssion on June 10.
Mary, call the roll.
M5. WELCH: Chairman Robert Schm dt?
CHAl RVAN SCHM DT:  Present.
M5. WELCH: Comm ssi oner Ron Ederer?
COW SSI ONER  EDERER:  Present.
M5. WELCH: Comm ssioner doria H cks?
M5. HI CKS: Here.
M5. WELCH: Comm ssi oner M chael Martin?
COW SSI ONER MARTIN: Her e.
M5. WELCH: Comm ssi oner Vicki Wi nberg?
COW SSI ONER VEEI NBERG.  Her e.
M5. WELCH: Comm ssioner Gary Aber?
COW SSI ONER ABER:  Here.
M5. WELCH: Conmm ssi oner John Steen?
Comm ssi oner Ann O Connel | ?
COW SSI ONER O CONNELL:  Here.

M5. WELCH: Conmm ssi oner Cynthia Leon?
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COWM SSI ONER LEON:  Here.
CHAl RMVAN SCHM DT: Mary, we have a quorum

don't we?

MS. WELCH W do.

CHAl RMAN SCHM DT: Great. A quorumis
present. W have one public comment, M. N ck Janes,
fromthe Texas G eyhound Associ ati on.

M. Janes, wel cone.

MR NICK JAMES: M. Chairman and
Comm ssioners, |I'm N ck Janes, Texas G eyhound
Association. |I'monly here on this particular part of
the agenda to say thanks to the Conmm ssion staff and
especially Joel, wherever Joel is, on our injuries that
have gone way down.

We are right now about 81 injuries for
this year, which is down from 342 | ast year total. |If
we keep going, we're going to have fewer than 200; and
they're sprains, nostly dislocated toes, very few
br eaks.

So the Comm ssion and Gul f G eyhound have
been working wth us and working fantastically to reduce
the injuries, and we appreciate it.

That's it.

CHAl RVAN SCHM DT: Thank you, sir. W

appreci ate your conments.
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General business report by the executive
director regarding admnistrative matters. First budget
and finance, Lane Goetsch, adm nistration and finance.

Lane?

M5. GOETSCH:  Morning, Comm ssioners. M
name i s Lane Goetsch, director of finance and
adm ni stration for the Texas Racing Comm ssion. |'m
here to give the budget and fi nance update.

On Page 4 and 6 of your agenda packet, you
wll find the Fiscal Year 2014 Qperating Budget
refl ecting revenue collections and signatures as of
April 30, 2014.

As of that date, the agency had coll ected
6.5 mllion, or 66 percent of revenues, and expended 5
mllion, or 54 percent of budget and expenditures. At
this time, the Racing Conm ssion is in good operating
condi ti on.

If you have any questions, | wll be happy
t he answer those questions.

CHAIl RMVAN SCHM DT: Do the conm ssioners
have any questions of Ms. Goetsch?

Thank you, Lane. Thank you very nuch.

Wagering statistics, Lila Smth?

Ms. Smith?

M5. SMTH.  Good norning, Comm ssioners.
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On Page 11 through 13 of your packet, you
w Il see the wagering statistics for the period of
January 1 through June 30 for both 2013 and 2014. The
reports reflect that the 2014 total wagering activities
have i ncreased at the horse racetracks by 1.95 percent
and has decreased at the greyhound racetracks by
2. 68 percent.

Do you have any questions?

CHAI RMAN SCHM DT: They're pretty
straightforward. Right?

Any questions?

Thank you, Ms. Smth.

Racetrack inspections, JimBlodgett,

di rector of investigations.

MR. BLODGETT: Morning, Conm ssioners.

Conmm ssioners, the racetrack inspection
report is included in your agenda packet under the
Ceneral Business tab, which covers the period of tine
fromApril 1 to May 31, 2014.

During this period of tinme, a total of 16
racetrack inspections were conducted and reported by
staff. As outlined wthin your packet, these
I nspections were included within the areas of
veterinarian, safety and security, racing,

adm ni stration, wagering at the tracks of Lone Star
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Par ks, Sam Houston Race Park, G|l espie County Fair
@ul f Geyhound Park, Gulf Coast Racing and Vall ey Race
Par k.

A breakdown of the inspections includes
five schedul ed i nspections, five no-notice inspections
and six followup inspections. For the period of tine,
several issues were reported -- several issues that were
reported earlier this year were resolved and currently
no i nspection itens remai n unsati sfactory.

"Il be happy to answer any questions for
you.

CHAI RMAN SCHM DT:  Any questions of Jinf

Thank you very much, Jim

Enf orcenent report, Joel Speight.

MR. SPEI GHT: Included in your information
on Page 15 is the current enforcenent report for the
period between April 1 and May 31, 2014. On May 3,

2014, two animal Class | drug positives occurred during
the quarter horse neet at Sam Houston Race Park. A
split has been sent off and will be pendi ng.

Ani mal one positives now total five for
2014; and the previous quarter, on March 22nd and 29t h,
there were three class one positive violations occurring
during the quarter horse neet at Sam Houston Race ParKk.

These violations resulted in a total of a
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five-year suspension and $35,000 in fines. The last two
cl ass one positives occurred, excuse ne, on July 7 and
Cctober 12, 2012, during quarter horse neets at the

Ret ama and Lone Star Parks respectively. The violations
during this period resulted in tw one-year suspensions
wth $5,000 fines. So we have now instituted the new
fines and new penalties.

In addition, | wanted to direct your
attention to one of the 41 searches conducted during the
third quarter on April 10, 2014. Four machi nes were
di scovered during one of the adm nistrative inspections
on the jockeys' facilities.

The machines were found in the ceiling
tiles above the jockeys' sleeping area. No ownership
was det erm ned.

['"I'l answer any questions you have.

CHAI RMAN SCHM DT: Two questions. One,
where are we sending our splits to, California or
Kent ucky?

MR. SPEIGHT: Sir, there's a list of
certified splits that have all been RMIC certified that
the trainers can send their splits off to.

CHAI RMAN SCHM DT: It's their option.

kay. Geat. N ce wrk. Thank you, sir.

Chuck Trout, can you present us with the
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strategic plan, please?

MR. TROUT: Yes, sir.

Good norni ng, Commi ssioners. Under
Chapter 2056 of the Texas Governnent Code, in each
even- nunbered year, the agency is required to provide
t he governor and the |egislative budget board a
five-year strategic plan.

Staff circulated copies of the plan for
your review and comment, and | appreciate the tine you
have taken to review this plan. W still have a few
days before the June 23 due date in order to address any
suggestions you have, but | would Iike your approval of
the plan today subject to the final review and approval
of the chairman.

Any questions?

CHAl RVAN SCHM DT:  Any questions for
Director Trout?

| just had one question about, Chuck,
guess, Page 13. You had top 20 states ranked by total
purses paid for thoroughbred races. | know you're not a
mat hematician. We're ranked 17th in total purses, and
we have a thousand races. That puts us second to | ast
in terns of purse per race?

MR. TROUT: It's very low, yes, sir.

CHAl RMVAN SCHM DT: Ckay. It's alittle
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| ower, then.

MR. TROUT: Yes, sir.

CHAI RMAN SCHM DT:  Any questi ons,
comrents? |'Il certainly entertain a notion to approve
the strategic plan.

M5. HICKS: | submt the notion.

CHAI RMAN SCHM DT: Motion by Conm ssi oner
H cks, seconded by Dr. Martin.

Al those in favor, signify by saying

aye.
COW SSI ONERS:  Aye.
CHAI RMAN SCHM DT:  Anyone opposed?
That passes unani nously.
COW SSI ONER EDERER: | have one comment.
It's very informative, the report that you put together.
| thought this was -- the strategic plan was very well
done and very informative.
MR. TROUT: Thank you.
COW SSI ONER EDERER: | appreciate it.
Sorry.
CHAI RVAN SCHM DT:  No, no.
Proceedi ngs on racetracks, request by Gulf
G eyhound for approval of anmendnent to their contract
with United Tote Conpany.

Mark, can you lay out the matter for us?
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MR. FENNER: Yes, sir.

@l f Greyhound Parks has submtted an
amendnent to the previously approved contract between
itself and United Tote. This anmendnent extends the
contract through May 14 of 2018.

Qur staff has reviewed the contract and
found that it's in conpliance with the act and the
rules, and so staff recommends approval of the
amendnment .

CHAI RMAN SCHM DT: And there's no public
conment ?

G eat .

Any di scussion by the Comm ssion? Anyone
have any coments, concerns?

"Il certainly entertain a notion to
approve the request by Gulf G eyhound for approval of
Its amendnent to its contract with the United Tote
Conpany.

COW SSI ONER VEEI NBERG  Mbt i on.

CHAl RVAN SCHM DT:  Mbdtion by Conmm ssi oner
Wei nberg and seconded by Conm ssioner Hicks.

Al those in favor, signify by saying

aye.
COWM SSI ONERS:  Aye.

CHAI RMAN SCHM DT: Al l those opposed?
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Motion carries.

kay. Thank you, Devon.

kay. And the next itemis proceedi ngs on
rule-making. W will consider the proposed anendnents
and new rul es authorizing historic racing.

Just a word of introduction, |'ve had --
|"ve had a couple of questions informally comng in
today and over the weekend about the rul e-maki ng process
and actually how the posting process works and how t he
voting process works.

And just for clarification, today we're
going to discuss -- actually, we're going to discuss two
potential rule changes, and we are just discussing
really the posting process.

The posting process was really designed by
| egislature to ensure transparency. And once arule is
vetted by the Conm ssion and cones before the entire
Comm ssi on, Comm ssioners for consideration, the first
step is to consider posting it.

The idea is, one, it's posted in certain
publ i c domai ns so everyone can see it, everyone can
comrent. |If there's a new nuance that's been m ssed, it
can be -- the feedback can cone back to the Comm ssion,
and it's sort of a fact-finding type of process for the

comm ssioners in case they mss sonething in their own
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deliberations. So | also -- so that's our focus today.
We're going to focus on sinply posting potentially two
rul e changes today and then we'll vote on three others.

| would al so caution you, the bar for
posting is a low bar. A conm ssioner may actually feel
anbi val ent or sonewhat reluctant to support the rul e but
will be willing to support posting the rule, so |
woul dn't read -- | wouldn't overread any postings on the
voting process.

Goi ng back, then, in the fall of Iast
year, we were approached by the horsenen regarding
aut hori zi ng sonme new rul es regarding historic racing,
and sone of the anmendnents have worked their way through
t he Comm ssion, through a Comm ssion subcomm ttee and
now before us today.

And | think that I"mgoing to first
recogni ze Ken Carson fromthe Texas Thoroughbred
Association to lay out the matter fromtheir
per spective.

M. Carson, wel cone.

MR. CARSON. Morning, Conm ssioners.
Excuse ne.

My nane is Ken Carson. |'m president of
t he Texas Thoroughbred Association. |'ve been invol ved

I n the thoroughbred industry for about 35 years,
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primarily in Texas.

|'ve been the general nmanager of Val or
Farns for the past 20 years. Valor Farns -- Valor Farns
was established in the early '90s; and for the first 15
or 16 years, we did very well.

Then over the past five or six years,
seven years, we have had a nunber of chall enges that
face the horsenen nowadays; and virtually every aspect
of our business has declined, the nunber of mares we
breed, the nunber of clients we have, the nunber of
boarders that we have, what we can charge for our
stallions. Purses have gone down by any neasure. Every
aspect of our industry has gone down probably 40 or
50 percent.

We used to enploy about 20 to 25 people
gi ven the season annually. Now that nunber has probably
sunk to about half of that. Kentucky horsenen have
successfully countered their declines by incorporating
pari-mnmutuel wagering on historic races.

If we don't enbrace this new technol ogy,
we won't be able to conpete in the future. This has
been very good for Kentucky, and | think it will be very
good for Texas.

On behal f of the participants of the Texas

Thor oughbred Associ ation, | respectfully ask you and
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encourage you to adopt these rules, these potenti al
rul es.

Thank you very nuch.

Do you have any questions?

CHAI RMAN SCHM DT: Thank you, M. Carson.
We m ght call you back |ater, but we don't have any
questi ons here.

Jimy Eller, Texas Quarter Horse
Association. M. Eller, welcone.

MR. ELLER  Thank you, M. Chairman. Good
norni ng, Conm ssioners. M nane is Jimy Eller, and |I'm
t he past president of the Texas Quarter Horse
Associ ati on.

|"mhere today to testify on behalf of the
al nost 3,000 nenbers of the Texas Quarter Horse
Associ ation and express our support for historical
raci ng term nal s.

["'ma fourth generation Texan, all of
whi ch have been farners and ranchers; and I'min ny 32nd
year as owner and operator of G anada Farns in Weel ock,
Texas, just north of College Station.

It's a commercial breeding --
horse-breeding facility, and ny plight as farm owner and
manager is no different than M. Carson just expl ai ned.

The study that this Comm ssion did a couple of years ago
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Is real indicative and correlates and mrrors ny plight
in that when you cut purses in half and you cut race
days in half, then you also cut ny |abor force in half
and the anount of noney | spend on feed and grain and

i nsurance and fertilizer and all those other things that
| know you guys are famliar about.

And | can tell you sonetines it's real
chall enging to attract new and retain existing
custoners. This is especially true in the Texas
horse-raci ng i ndustry.

However, through new technol ogy such as
Facebook and Twitter and e-mail, we have been able to
reach out to potential new custoners, and we have been
able to do a better job of keeping our current custoners
I nf or med.

Hi storical racing termnals can do the
very sanme thing for our Texas horse racing and breeding
I ndustries by capitalizing on these new technol ogi es.
Texas racetracks wll be able to attract new custoners
and offer new pari-nutuel options for existing
cust omers.

|'"msure that you are aware that several
ot her states have passed simlar rules that has given
racetrack managenent another option to attract new

custoners and nmake a day at the races nore enjoyable and
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ent ertai ni ng.

Li ke any sport, however, it's critical to
the continuance of that sport to enbrace a younger fan
base. In order to do that, we need to enbrace new
technologies. And | appreciate this opportunity today
and woul d urge you on behalf of the Texas Quarter Horse
Associ ation to support the publishing and posting
process and open it for public comment.

Thank you very nuch.

CHAl RVAN SCHM DT:  Thank you, M. Eller;
and again, we may call you back | ater.

And then M. Bruce Bennett, attorney for
Lone Star Park, Grand Prairie.

M. Bennett, welcone.

MR. BENNETT: Thank you, M. Chairman,
Comm ssi oners.

The petition filed with M. Trout on
May 27 is froma united industry, which are in unani nous
support of the proposed rules. The petition contains
t he proposed rul es authorizing and regul ati ng
pari-mutuel wagering on historical racing and sets forth
the legal authority that you have to publish and adopt
t he rul es.

I"'mgoing to briefly talk to you about the

| egal authority that you have to adopt and publish or
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publ i sh and adopt the rules.

And M. Philip ddhamand Ms. Katie
Col eman are here to answer any specific questions you
may have about the specific provisions of those rules.
| have a PowerPoint. | have M ke here to help ne
operate it. I'mnot the best at this, but | think
want to show you a Power Point that |ays out your | egal
aut hority.

And we begin with the one that's up there
ri ght now on the screen. The |legislature gives you very
broad authority to license and regul ate all aspects of
the horse and greyhound industry in this state.

You al so have the authority to nake and
adopt rules regulating pari-nutuel wagering on those
races. And The Racing Act direct -- gives you and
directs you to make rul es and take any ot her necessary
action relating to such racing.

As you can see, your power is not
restricted to licensing and regulating |ive racing.
Consi dering and adopting the proposed rules, allow ng
Texas tracks to offer pari-nutuel wagering on historical
races, falls squarely within your |egal authority.

One reason the | egislature gives you such
broad and expansive authority and power is to use it to

keep pace wth the new technol ogi cal devel opnents
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occurring in the industry that you regul ate.

Pari - mut uel wagering on historical racing is sinply the
| atest evolution in the way one can nake a pari - nut uel
wager on a horse or greyhound race.

We began in this industry wth maki ng your
wager at a window. W expanded to self-service
termnals or live and then sinulcasting. Today | can
still make a wager at the track in the ol d-fashion way
by going to the window, or I can nake a wager on a live
race or a sinulcast race by using one of the
sel f-service term nal s.

At Sam Houston, | can do it on ny i Phone
when I'min the -- in the facility. And | can nmake one
using a sinulcast, nmake a bet on a sinulcast race using
a termnal or, again, at Sam Houston on ny i Phone.

The proposed rules, if adopted, wll
sinply allow ne to use a termnal to nake a pari-nutue
wager on a previously run live race and then to watch a
recordi ng of that race.

Thi s technol ogi cal evolution in making a
pari-mutuel wager is, we think, very simlar to what we
have seen occur in the book-publishing industry. You
know, we started with hardback books that evolved into
paper backs. Later technol ogy has made books avail abl e

on Ki ndl es and i Pads.
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The book is still a book, even though
can read it on ny Kindle or iPad. And a horse race is
still a horse race, even though it's recorded and
di spl ayed on a term nal screen.

Because other states are taking advantage
of this new and entertaining way of making a pari-nutuel
wager on a race and Texas tracks are not, our racing
I ndustry here in Texas is, as you' ve heard today from
these gentlenen, at a severe and grow ng conpetitive
di sadvant age.

Now, the Racing Act directs you to
consi der the inpact this disadvantage is having on
menbers of the Texas agricultural and racing industries
and especially on the breeders and the trainers and to
take necessary action. W urge you to exercise your
di scretion to vote to publish the proposed rules for
comrent today.

Now, you may hear several argunents today
agai nst publishing the proposed rules, but we assure you
that the rules are within your |legal authority and power
to publish and to adopt and that the rules conply with
al | aspects of the Racing Act.

Now, one argunent you nmay hear is that
wagering on a historical racing termnal is not

pari-mutuel, but that's wong for several reasons.
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First, there is no wager against the house. The track
takes a small conmm ssion with the remai nder paid to the
Wi nning patron just like it does on live and sinmul cast
wagers at the tracks today. The historical racing
wagers are pooled, and the types of wagers and pools are
consistent wwth those al ready allowed by your rul es.

Second, the proposed rules require you to
di sapprove any historical wagering option that is not
pari-mutuel. Another argunent you may hear is that
wagering on historical racing termnals is a lottery
forbi dden by the Texas Constitution and that the
termnal is a slot nachine.

But that's wong, too, Conm ssioners. The
proposal concerns pari-nutuel wagering on horse and
greyhound races. The Texas courts have already rul ed
that such wagering is not a lottery or illegal gam ng
devi ce.

Furthernore, a slot machine is a device
that awards cash or prizes solely on the basis of chance
and is not affected by the skill, judgnent or know edge
of a particular player. 1In addition, slot machines are
bets agai nst the house. Pari-nmutuel wagering is not.

Pari - nutuel wagering on historical racing
Is not a gane of chance and it's not a bet against the

house. It's connected to a central tote system and
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di vided into pools just |ike your regular wager is done
today, according to your rules.

That termnal, that historical racing
termnal, is not going to work if you unplug it fromthe
central systemand take it to your house. [t's not
going to work. Slot machines, they can do that. You
can just take themto your house. |It's illegal to do
it, but they're not going to work. So this is nothing
i ke a sl ot machi ne.

As | said before, the historical racing
termnal is sinply a new technol ogi cal neans of neking a
pari-nmutuel wager on an actual race. The proposed rules
gi ve you the power and the obligation, Comm ssioners, to
ensure through regul atory approval, independent testing
and i ndependent inspection, that the racing termnals
are substantively identical -- the wagers nade on those
racing termnals are substantively identical to the
pari-nutuel wagers authorized by your rules and nade
daily at the Texas tracks on sinulcast and |live races.

So whet her you decide today to publish and
ultimtely adopt the proposed rules is not a question of
your |l egal authority, you have it; but it's, rather, one
of your discretion. W ask you to exercise that
di scretion and authority that you have to vote to

publ i sh.
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And if anyone today argues that you | ack
the legal authority to publish and adopt the rules, then
ask himor her to show you the exact basis for that
position, because we don't believe it exists.

"Il be happy to answer any questions that
you have.

CHAI RMAN SCHM DT:  Any questions for
M. Bennett?

Ann?

COW SSI ONER O CONNELL: Does the
Comm ssion have the authority to establish a state share
of the proceeds fromthe historical racing? Because |I'm
under the inpression that the Racing Act establishes the
state's share fromlive racing and al so from si nul cast.

MR. BENNETT: Conm ssioner, we think you
can nmake an argunent to that effect, but we -- the
proposed rules do not provide for a state share or for,
we call it, tax.

Al t hough you have the authority to prevent
the pari-nutuel wagering on historical races, we believe
a court could rule that only the | egislature can inpose
a tax or decide to inpose a tax on that form of
wageri ng.

That's what occurred in Kentucky. The

Kent ucky Racing Commi ssion did include a tax in the
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proposed rules, but the Kentucky appellate courts struck
t hat down.

Their rationale was that only the
| egi sl ature can deci de whether or not to tax the
pari-mnmutuel wagering on historical racing. So we
believe it is prudent not to include the tax in these
rul es.

CHAI RMAN SCHM DT:  Any questi ons of
M. Bennett?

Thank you very nuch, M. Bennett. W nay
ask you to cone back and visit with us a little bit.

MR. BENNETT: Thank you.

CHAI RMVAN SCHM DT: Mark, could you al so
revi ew whet her or not the Comm ssion has the authority
to propose these rul es?

MR. FENNER: Yes, sir.

Conmm ssioners, what | can tell you is that
the request that they have submtted conplies with the
Comm ssion's rul e-maki ng procedures that are set out in
Chapter 307, and that in reviewng the act, | found
nothing in the Act that specifically prohibits the
proposed interpretation of your authority to adopt these
rul es.

So | would tell you that if the Conm ssion

woul d like to publish the rules for public comment so

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services



Commission Meeting 25

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

you can make an inforned decision as to whether it's
good policy or not, that you can do so.
CHAI RVAN SCHM DT:  kay.

Any questions of M. Fenner?

G eat.
COW SSI ONER O CONNELL: | have a
questi on.
CHAI RMAN SCHM DT:  Yes, Ms. O Connel .
COW SSI ONER O CONNELL: What is the | egal
support in favor of us -- in favor of this Comm ssion

nmovi ng forward? Who woul d happen if these rules were
changed in court? What would the chances of success be?

MR. FENNER: Well, there are no
guarantees. If you go to court, we may lose. If this
wer e adopted and put into place, reasonable mnds could
differ; however, the problemfor a challenger is they're
going to be nmaking argunents, | believe, based on policy
that this is legislative intent.

They are not going to be able, as far as |
can tell, to look to a specific provision in the act and
say, "You can't do this." So, you know, |I'mnot really
in a position to give you odds, even though it's the
Raci ng Comm ssi on.

CHAl RVAN SCHM DT: Any further questions

of M. Fenner at this tinme fromthe conm ssioners?
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kay. We nove to public comment. | think
we have one other public conmment. M. Wens from G and
Prairie. He represents Stop Predatory Gam ng Texas.

Vel cone.

MR. WEEMS: |If | may, the organization |
represent is Stop Predatory Ganbling Texas. W think
that the stakes is quite an inportant one.

CHAl RMAN SCHM DT: Okay. |'msorry.

MR. WEEMS: It is my honor to testify
t oday before the distinguished Raci ng Comm ssion. M
nane i s Rodger Wens, and |'mprivileged to serve as
chai rman of Stop Predatory Ganbling Texas.

Al though 1" msure you'll understand --

COW SSI ONER EDERER: M. Wens, excuse
me. |'dlike to have a little clarification, if |
coul d.

Are you an attorney?

MR, WEEMS: | am not.

COW SSI ONER EDERER: Are you a | obbi est?

MR, WEEMS: | am not.

COW SSI ONER EDERER:  And you represent

MR. WEEMS: Stop Predatory Ganbling Texas.
| amthe chair. It as an entirely voluntary

organi zation, entirely voluntary chairmanship and so ..
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COW SSI ONER EDERER:  How many nenbers do
you have in your organization?

MR. WEEMS: | honestly couldn't tell you
right now | wll tell you that our board of directors,
whi ch neets sem annually in Dallas, the attendance
generally is about 40; but | don't keep the nenbership
rolls and I don't want to m srepresent before you.

COW SSI ONER EDERER: So you have at
| east 40.

MR. VWEEMS: That would be -- that would be
a fair statenent.

COW SSI ONER EDERER:  Thank you. Sorry
to interrupt you.

MR. VWEEMS: Al though you'll understand the
need for plain, perhaps even blunt words today, |let ne
assure you of ny respect for this Comm ssion and for the
great state of Texas you serve.

It's al nost been 20 years since | |ast
testified before the honorabl e Texas Raci ng Conm ssi on.
On that, the industry testinony was pretty nuch the sane
as today with a few variations, of course.

The racetrack industry said they sinply
nmust expand to different forns of gamng or the entire
I ndustry woul d di sappear. They also brought it to you

for rule making, that is, to your predecessors, because
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1| it isarule, alaw, that the |egislature had not and,
2 I nsofar as | know, would not pass.
3 Wth all due respect, we've heard this all

4 before. Perhaps ny best contribution to today's

5| proceedings is in the formof a couple of anal ogies or
6| anecdotes, if you prefer.

7 The first of these cones from Abraham

8 Lincoln. Lincoln once asked an associ ate, "How nmany

9| legs does a horse have?"

10 H s associ ate answered, "Four."

11 "And if we call his tail a |leg, how many
12 | egs woul d he have then?" The associate answered, "I

13 | guess five."

14 "I"'mafraid that's wong," Lincoln said.
15| "Calling a tail a leg doesn't nake it a leg."

16 In the sane vein, calling a slot machine
17 | "historical racing" does doesn't nmake it pari-nutuel

18 | ganbl i ng.

19 Wile it is true, as ny fellow G and

20 Prairie resident has said, that sone states |ike

21 Kent ucky have decl ared historical racing to be

22 pari-nutuel, other states |ike Wom ng have | ooked at
23| the same issue and said that it is not, that it is

24 | slot-machine-type ganbling. So, at a bare m ninmum the

25 | experience of other states says proceed through this
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| andm ne with extrene cauti on.

Further, if it's true that upwards of
85 percent of Texans favor ganbling expansion of
racetracks, as sone advocates of ganbling expansi on have
expressed, why do Texans consistently send to the Texas
| egi sl ature nmenbers who refuse to enact ganbling
expansi on, and why do they el ect attorneys general,
whose opi nions consistently uphold the prohibition in
the state constitution against ganbling?

| respect the opinion of the distinguished
attorney who has said that this is pari-nmutuel. Wth
all due respect, why don't you check that opinion out by
asking the opinion of the state attorney general's
opi nions commttee since, let's be frank, it is nore
likely than not to wind up in that office anyway. Facts
are stubborn things. They refuse to succunb to a change
of nanes.

Second anecdote; sone years ago just after
the Texas | egislature passed a zero tolerance bill for
juvenile DW, the Texas Al coholic Beverage Conm ssion
noticed a pattern; when underaged drinkers were caught
havi ng i ngested al cohol, even though they were not
| egal Iy intoxicated, those underaged drinkers would only
protest, "But | only had one drink." In response, the

TABC enact ed an educati on canpai gn directed at underaged
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drinkers that was bluntly titled, "Wat part of 21 do
you not under st and?"

Wth apologies for simlar bluntness here,
perhaps a simlar question m ght be posed to those
proposing this rule making today. That part is -- that
guestion is: Wat part of '"there's a legislative
process' do you not understand?

The only way rul e-maki ng can succeed is by
per suadi ng the honorabl e nenbers of this Comm ssion that
it 1s not ganbling expansion, which it is, and that it
Is not a violation of the Texas Constitution, which it
IS.

It can be renaned a dozen different tines,
but the stubborn fact remains. | leave it to others far
wi ser than | to determ ne whether you can take this
action today. | would ask your own good reason and w ||
as to whether it's sonething you shoul d.

| thank you for your attention and your
courtesies.

CHAl RMVAN SCHM DT: Thank you, M. Wens.
Just one second. Do we have any questions of M. Wens?

Al right. Thank you, sir. | appreciate

| think that takes care of all the public

coment. | just wanted to appreciate all the fol ks who
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have been willing to serve as resources. |'d like to
just call M. O dhamup to the m crophone. | just had
two qui ck questions, and we're going to open it up to
further discussion.

Can you just -- can you work through us
how t he fl ow of nobney and how this is going to help the
horses and hel p the purses?

MR. OLDHAM Sure. | just want to get ny
statute.

CHAI RMAN SCHM DT:  Un- huh.

MR. OLDHAM So the way this has been
structured and in discussions wth the horsenen, as well
as the Conmm ssion staff, who | would commend, by the
way, for their assistance in this, was to require the
entering into of agreenents between the horse industry
and the facilities, the associations that operate the
tracks.

And that process is delineated in your
packet under Subchapter F, and this is in Rule 321 or
Proposed Rule 321.703. It requires before you engage or
have the privilege of engaging in wagering, pari-nutuel
wagering on historical races, that you have a valid
contract with the horsenen's representative authorized
under Section 309.299 and a valid contract with the

official breed registries. That, then, would allow you
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to begin to conduct pari-nutuel wagering on historical
raci ng.

Now, that doesn't tell you exactly what
the allocation is between the breeds or what we refer to
as the breed splits under the rule. That would be under
a separate agreenent; and in that way, the noney would
be able to be -- start to cone in for purses and then
ultimately that second set of agreenents woul d determ ne
whi ch breed splits it received, what anounts of those
f unds.

If the breed splits cannot conme to an
agreenent, that noney woul d be escrowed through the
agency for the benefit of those breeds. So that's the
mechani sm by which the additional funds for purses that
are generated fromthe nachines -- |'msorry, the
termnals that -- how those would then flow again to the
horse industry.

CHAI RVAN SCHM DT:  |I'mnot holding you to
any specifics because | realize this is a negotiation.
Just in general terns, assum ng we accept that this is a
pari-mnmutuel wager -- okay? -- 80 percent of the noney
goes anong the betters. R ght? Does the house keep
10 percent and the horsenen keep roughly 10 percent?

Are those the types of nunbers we're tal king about?

MR. OLDHAM  (Qovi ously, each state that
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has done this has cone up with a slightly different sort
of allocation of the split between the association.

That obviously -- and how nmuch, then, ultimately goes to
the betting public, which would be determ ned on what
makes this a conpetitive product. And so | think that

t hose nunbers, give or take, are sort of what people are
| ooki ng at and thi nki ng about.

| think that -- and again, | want to
comrend the entire industry for com ng together and
having fruitful discussions about this, because | think
everybody benefits when it succeeds, when the product
wor ks and the horse industry receives the benefits they
would like to receive fromit, as well as the tracks,
who are making the investnent in this product.

So | think, you know, give or take, |
t hi nk you can | ook at Kentucky and see what the
differentials are there, the allocations, and say that
| ooks -- would probably |Iook simlar here.

CHAI RMAN SCHM DT: Okay. One ot her
guestion. | literally don't want to put the cart before
t he horse.

Were these things to go forward just as a
matt er of housekeepi ng, do you see us -- |'mthinking
about the Racing Comm ssion as an adm ni strative body

her e.
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MR OLDHAM Right.

CHAIRVAN SCHM DT: Is it going to require
addi ti onal funds, additional investigators, or is this
just part of the tote system we just sinply open up
addi ti onal wi ndows? Are there going to be additional
demands for our regulatory responsibilities to supervise
t hese at the various tracks?

MR. OLDHAM  You know, M. Chairmn, we've
had a little bit of that discussion with your staff in
terms of would there be additional demands on the agency
goi ng forward.

As you know, the industry through
assessnent funds the agency through fees authorized by
the statute. | think our view on that woul d be to take
a somewhat of a wait-and-see.

CHAI RVAN SCHM DT:  Uh- huh.

MR. OLDHAM You're correct; this is a
standard tote systemwth a few additional elenents, and
it could turn out that it fits largely within your
exi sting agency personnel and infrastructure; but to the
extent that there is sone additional demands on the
agency, we woul d expect your staff, through its norma
process, to assess those needs and then devel op a
program in essence, to ensure that those get taken care

of .
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CHAl RMVAN SCHM DT: Thank you, sir, for
com ng up.

Any ot her questions for hinf | appreciate
your input.

MR. OLDHAM  Thank you, M. Chairman.

CHAI RMVAN SCHM DT: We have one ot her
I ndi vi dual who submtted a card to testify, M. Stacy
Ker by.

Ms. Kerby, you are here with the Texas
Humane Legi sl ative Network from Austin. Wl cone.

M5. KERBY: Thank you so nuch for letting
nme address you today.

| represent the Texas Humane Legi sl ation
Network. We are a mainstream ani mal wel fare nonprofit
organi zation in Texas. W have approxi mately 8, 000
menbers across the state. W are not a national
organi zation. W're not a |ocal organization.

We draw Texans fromall corners of Texas
to pronote the humane treatnent of aninmals through
| egi slation, |egislation and advocacy. This neasure in
particular, making historical racing with regard to
greyhound racing, allowing that to pass, we believe that
that would prop up a dying industry of greyhound racing.

It's our understanding there's only one

park left that allows |ive dogs -- live dog racing, Gulf
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G eyhound Par k.

During a five-year span, between 2008 and
2013, over 2,000 injuries were recorded; and of those
2,000 injuries, 86 were so severe that the dogs either
had to be euthanized or they died of their injuries.

There's good reason why |ive greyhound
racing is in decline. Mich attention has been brought
to the treatnent of the animals. They are warehoused in
their kennels, which are typically three-feet high,
four-feet long, three-feet w de.

They live their entire lives in their
kennel s, except when they're being used on the
racetrack. So, for that reason, we are interested in
whet her or not this neasure passes.

Additionally, we take issues down to the
| egi sl ature when they are in session; and during the
2013 legislative session, the Texas legislature did, in
fact, pass the strongest penalties yet with regard to
vi ol ations at greyhound racing tracks. And we believe
that this is sonething that they should take a | ook at
as opposed to circunventing the |egislative process.

| did bring a letter for you here today.
If it pleases the Comm ssion, I'll hand that in at the
end of any questions you nay have.

Thank you.
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CHAI RMAN SCHM DT: Thank you, Ms. Kerby.
Any questions of M. Kerby?

Thank you very nmuch, nma'am W appreciate

M5. KERBY: Thank you.

CHAl RVAN SCHM DT: Ckay. We've conpleted
publ i c coment.

First of all, I'd like to thank the
advi sory committee on pari-nutuel wagering.
Comm ssioner Steen is overseas. W appreciate the
efforts of Vice Chair Ederer and Dr. Martin, nmultiple
neeti ngs, extensive |egwork. W appreciate your efforts
and appreciate the interest.

Do you have any comments, suggestions or
t houghts right now?

COW SSI ONER EDERER: Wl l, there's been
a lot of hard work. There have been a nunber of
attorneys representing not only the tracks, but the
horsenmen. And there has been -- it's been a unified
effort to review historical racing to determne if, in
fact, the legality is there, that we do have the
authority to go forward. They have cone forward with
their determnation, as M. Bennett has just set out
very clearly.

| believe what the industry is trying to
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do is they're trying to bring the Texas racing industry
into the 21st century. | think it's been an awful | ot
of hard work. Like I said, | think what M. Bennett has
set out is very clear denonstration of the work that has
been put forward.

| believe that we do have the authority to
go forward, and certainly | would like to see this
matter posted. | think that's where we are now. And,
of course, that gives the public the opportunity to give
us further information to go forward.

CHAl RMVAN SCHM DT: M. Martin, anything?

COW SSI ONER MARTIN: | feel the sane way.
Raci ng has suffered in Texas, and it seens |like we're
al ways a step behind the other states in doing things.
And bringing us up with the |latest technol ogy and -- and
i ke was nentioned earlier, whether it's an i Pad or
whatever it is, this is just new technology and it is
not slot machines. |It's pari-nmutuel. And | agree with
M. Ederer about | would certainly want to see it
post ed, al so.

CHAI RMAN SCHM DT:  Any ot her conments?

Comm ssi oner O Connel | ?

COW SSI ONER O CONNELL:  Yes.

The conptrol |l er appreciates all the hard

wor k done exploring this issue, but the conptroller wll
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be casting a "no" vote on the posting of the proposed
rules in the Texas Register. She strongly supports open
governnent, and she val ues public comment on proposed
rules that fall squarely within the rul e-nmaking
authority of the Conmm ssion.

But she believes that these proposed rules
are not wthin the comm ssion's rul e-making authority.
And because public coment cannot cure that, she
bel i eves that these rules should not be posted.

| think the testinony that we've heard
today, even fromthe general counsel of the Racing
Comm ssion, wth all due respect, shows that the
authority of the Commi ssion to nove forward here is
arguabl e at best and certainly inconplete as evidenced
by the testinony we've heard fromthe counsel from
I ndustry stakehol ders, that the Comm ssion does not have
the authority to establish a state share or allocate the
fl ow of noney that would cone out of historical racing.

So the conptroller believes that this
woul d be a very significant inpact on pari-nutuel
wagering, that it is such that the |egislature is the
appropriate venue for noving this proposal forward, if
it is to nove forward.

COW SSI ONER EDERER: The basis for that?

G ve us the basis for your coment, please.
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COWMM SSI ONER O CONNELL: | believe
M. Fenner has indicated that a challenge -- the outcone

of a challenge is that there are no guarantees, that it

s --

COW SSI ONER EDERER:  Well, isn't that
the case -- isn't that the case in every |aw that has
ever passed, in every lawsuit that has -- ever takes
pl ace?

COW SSI ONER O CONNELL: Well, not
necessarily.

COWM SSI ONER EDERER:  There's never
guarantees. It can always go one way or the other.

COWMM SSI ONER O CONNELL: No, but there is
certainly a range of what authority that one can stand
on to nove forward wth their proposition.

COWM SSI ONER  EDERER:  What is that
authority? That's what |'m asking.

COW SSI ONER O CONNELL: | think that's
what the conptroller believes, it is not -- the
authority is not there. She does not agree with the
interpretation of sone of the other stakehol ders.

COW SSI ONER  EDERER:  What does she base
t hat on?

COW SSI ONER O CONNELL: She is basing

that on her expertise as an attorney reading this for
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1| herself and having her opinion about whether or not the
2| authority is there and whether or not it is good public
3| policy to nove forward with changing the | andscape this
4| significantly without |egislative action, typically if

5| there is going to be no benefit to the citizens of the

6| State of Texas and the general revenue fund.

7 She does not believe that the rules that

8| are being cited allow -- were intended to allow the

9| Commssion to establish a new form of gam ng that would
10 | not benefit the State of Texas. She thinks that that is

11 | the purview of the |egislature.

12 COW SSI ONER EDERER:  But there is no new
13| formof gamng. |It's the sane formof gamng; and if,
14 in fact -- it's ny understanding that the only person

15| that could tax this is the conptroller, and so the

16 | conptroller does have the authority, is ny

17 | understanding, to go forward, which we don't have the
18 | authority to tax.

19 COW SSI ONER O CONNELL: The conptroller
20| is only allowed to enforce a tax. The conptroller does
21| not nake a tax, and the conptroller does not establish
22| the state's share. That is done by the |egislature.

23 COW SSI ONER EDERER: Then they can do
24| that, that's correct.

25 COW SSI ONER O CONNELL: The | egi sl ature.
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COWM SSI ONER EDERER:  That's correct. W
don't have the authority to tax anything.

COW SSI ONER O CONNELL: Ri ght.

COW SSI ONER EDERER: But we are giving
the legislature the ability to make a | ot nore noney by
being able to tax.

COW SSI ONER O CONNELL: Well, | believe
historically the | egislature has not adopted new forns
of pari-nmutuel wagering w thout including a total
package that discusses how the noney is going to go
down; and as the state's chief financial officer, that's
concerning to her, and so that is her vote.

And we certainly respect your opinion,
Comm ssioner Ederer, but that is the way the conptroller
wi |l be voting today.

COW SSI ONER EDERER:  Fi ne.

COWM SSI ONER ABER:  Let ne nmake a comment.

What's wong with posting it and letting
it go through the process?

CHAl RVAN SCHM DT: Any ot her coment s?

COW SSI ONER VEI NBERG | have a question.

Arkansas and Kentucky are the states that
have this in place. |s that correct?

CHAl RVAN SCHM DT:  Yes.

COW SSI ONER VEEI NBERG  And what
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percentage of increases in revenues were brought to
their tracks or the industry?

CHAI RMAN SCHM DT: We have to rely on
resources. Are you able to provide that?

MR. OLDHAM Yeah.

I f you | ook, M. Chairman, Conmi ssioners,
agai n, back at the subm ssion, there is sone discussion
about the inpact. This is on the first page of the
letter that was submtted by the entire industry.

There's sone -- there's sonme information,
and | think we have a little bit nore. First, at the
bottom of that page, it talks about the declines in
Texas.

And | thought there was sonething here --
M. Bennett, do you want to cone up here as well, if you
don't m nd?

CHAI RMAN SCHM DT: No, we just need sone
information. That would be great. Thank you.

MR. OLDHAM This is obviously |aying out
t he conpari son between Texas and Kentucky at the bottom
of that page; and if you -- if you |look for thoroughbred
or horse races in Texas, 139,459 conpared to 352,235 in
Kent ucky.

| know that we have | ooked at the

situation in Kentucky. Since they got this product,
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t here have been increases every year in the purse
| evel s.

MR. BENNETT: | think they were
experiencing the sanme decline in purses and things that
we have here; and when this was new, you know,
pari-nmutuel wagering on historical racing was introduced
there, they reversed those declines.

And as M. O dham just pointed out, you
can see the effect it's having on Texas; our purses are
goi ng down, theirs are going up because they have this
forumto support live racing, which is the overriding
goal, is to support live racing, which is going to help
the Texas industry, who will pay nore in taxes and sal es
t axes, because the breeders will be doing better, they
will be selling nore feed for those horses, and
everybody is going to benefit out of this.

MR. OLDHAM So I woul d say, Comm ssioner,
| don't have an exact percentage increase, but | know
It's year-over-year increases that have occurred in
Kent ucky and Arkansas as a result of the inplenentation
or the ability to make pari-nutuel wagers on historical
races.

COM SSIONER EDERER:  |Is M. Lewi s here
from Arkansas?

CHAI RMAN SCHM DT:  You nean we've got
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Dr. Lewis here. O M. Cella?

COW SSI ONER EDERER:  The fell ow t hat
made the presentation to -- at one of our --

MR. BENNETT: No, he's not here.

COWM SSI ONER  EDERER: Wl |, if | remenber
his presentation, he stated that the racing industry was
dying in Arkansas, and they were desperately trying to
find sonething that would help bring the industry back;
and this, in fact, has brought it back. | know it was
very positive what he was saying, how it has
successfully rejuvenated the racing industry in
Ar kansas.

MR. OLDHAM  And, Conm ssioner, if | m ght
suggest, perhaps in public comment we could provide sone
additional information in relation to the financial
I npact of the product and sone of the other
jurisdictions.

CHAl RMAN SCHM DT: | think we woul d be
nore interested in Arkansas pre and post. | think the
one problemw th Kentucky nunbers is historically they
get a little extra funds fromthe Kentucky Derby and
Keenel and has been a hi gh-runni ng track.

So there have been little industry decline
there, but Arkansas is a better conparison for the

Comm ssion, if that's possible.
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MR OLDHAM We will try to put data
t oget her.

COW SSI ONER EDERER: Also, I'd like to
see, along with the conptroller's office, what benefit
Texas wll get fromthis step, this procedure. | think
that that's -- that would be very inportant for us to
know. So, in your research, the feedback that we wll
get fromthe public, | think, this will be very hel pful.

MR. BENNETT: | know the breeders are
| eaving the state for other states, so we are losing all
that. Wat they bring to their community, you know, the
taxes they pay, they are noving their operations out.

It will stop that.

CHAI RMAN SCHM DT:  Thank you, Gentl enen.
Thank you very nuch.

MR. OLDHAM  Thank you.

CHAI RMAN SCHM DT: Any ot her questions by
any ot her conm ssioners?

| think we have vetted this -- 1"l
certainly entertain a notion to publish the proposed
amendnents described in Sections V.A. and V.X. in the
Texas Register for public coment.

Motion made by Vice Chair Ederer and
seconded by Dr. Martin. | think we had enough

di scussion. | think we ought to call this for a vote.
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Roll call vote?

M5. WELCH: Chairman Robert Schm dt?

CHAIl RMVAN SCHM DT: I n favor.

M5. WELCH: Conm ssi oner Ron Ederer?

COW SSI ONER  EDERER: I n favor.

M5. WELCH: Comm ssioner doria H cks?

M5. HICKS: In favor.

M5. WELCH: Comm ssi oner M chael Martin?

COWMM SSI ONER MARTIN: I n favor.

M5. WELCH: Comm ssi oner Vicki Wi nberg?

COW SSI ONER VEI NBERG I n favor.

M5. WELCH: Comm ssioner Gary Aber?

COWM SSI ONER ABER: I n favor.

M5. WELCH: Comm ssi oner Ann O Connel | ?

COW SSI ONER O CONNELL:  Agai nst.

M5. WELCH: Comm ssi oner Cynthia Leon?

COWMM SSI ONER LEON: I n favor.

CHAI RMAN SCHM DT: | think the notion
carries. And, Mark, please post it in the Texas
Regi ster. As we discussed, this is a vetting process in
the Register. W welcone nore coment, scrutiny;, and we
wi Il come back in August in the fall or Decenber to nake
a final decision.

Next itemis new rule proposal, Rule

309. 13, for Tenporary License to Conduct Racing. And
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|'"d like to note that this has not been forwarded to the
Comm ssion fromthe rules commttee. The rules
committee did not take the position to include it on the
agenda. They gave the chair the option, and I did

aut horize the staff before. So this has not been
endorsed by the rules comm ttee.

Mark, can you lay the itemout for us,
pl ease?

MR. FENNER: Yes, sir.

Proposed new Rule 309.13 will outline the
tenporary license to conduct racing at |ocations other
than the designated locations. You'll see on Pages 106
t hrough 108 of the packet the specific proposal that
you' re consi deri ng.

Now, it addresses the standards for
I ssuance of a tenporary |license, the information that
must be in the application for a tenporary |icense, and
provisions relating to the expiration of the |icense.

It also includes a provision allow ng the Comm ssion to
require a bond fromthe licensee to ensure that the
proposed |ive race days are run.

Now, at Saddl e Brook Park's request, the
rule al so contains a provision allow ng the Comm ssion
to grant a two-year extension of a tenporary |license as

|l ong as the extension is granted before the |icense
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expires.
To request an extension, the licensee
woul d have to submt a managenent and busi ness pl an

describing its strategy for funding and conpl eting

construction of the permanent facility within the period

of the extension.

Once the |icense expires, an association
has no ability to extend the tenporary license or to get
a new tenporary license. As the chairmn nentioned,
this was discussed at the rules commttee neeting on
May 20 and the chairman authorized staff to bring it to
you on this agenda.

CHAl RMVAN SCHM DT: Okay. Thank you, MarKk.

I"d like to recogni ze Brian Newby
representing Saddl e Brook, traveled here from Fort
Wort h.

Wel cone, M. Newby.

MR. NEVBY:. Thank you, M. Chairnman,
Comm ssi oners.

My nanme is Brian Newby. |'m an attorney
fromFort Worth, and |I'm here representing Saddl e Brook
Park, LLC, and |I'mjoined here by the CEO of Saddle
Brook, Lynn Al exander, and al so by Jeff Hooper.

|"d like to begin ny presentation by

t hanki ng the Commi ssion and its staff for the support
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for license holders and the true conmtnent that you

al ways had to ensure successful racing in Texas. And |
recogni ze that you have addressed sone very chall engi ng
I ssues here this norning; and because of that, you also
need to be commended.

Now, M. Fenner did a good job of kind of
| aying out the rule, and I'd like to focus on a couple
of pieces to that. W've had a very, very good
opportunity to work with the Conm ssion staff on this
proposed rule, and it really focuses on two points.

The first is ensuring that there's a rule
t hat describes how we craft the issuance of tenporary
licenses in Texas; and that, we believe, wll benefit
not only Saddl e Brook but also the entire industry.

But the proposed rule also sets out the
exact sequence in the process of that, how that
application is going to be submtted to you and confirns
that that |icense expires after the expiration of two
years.

Now, we've al so added the second piece to
that, and that is the extension of a tenporary license.
And that extension is very inportant in that it provides
the Comm ssion with conplete control -- conplete control
over how that extension is going to be issued.

And this is how it does it. First off,

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services



Commission Meeting

51

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

with the issuance of a tenporary |license, you have to
hold a valid license. You also have to ensure that

you' ve not conpleted construction within the designated
| ocation of a |license hol der.

The tenporary |l ocation that you're going
to be placing your facility has to be in the sane county
as the designated county. You have to nmake sure that
you neet all zoning |aws, and you have to ensure that
t he associ ati on has no outstanding fees or bonds for the
Comm ssion and the Comm ssion has al so issued future
race dates. |If the Comm ssion finds that the tenporary
license is in the public interest, then they can issue
that tenporary |icense.

And the reason | went through all of that
I's because that's really the test, the test that you
will look at in issuing both the tenporary |icense as
wel | as an extension, and the standards are the sane.

Now, in regards to the extension of a
license, that is going to be done through a witten
request, and that witten request is inportant because
it wll detail specifically through a managenent pl an
and a busi ness plan how the tenporary license is in the
best interest of not only the Iicense holder but also
the industry in general.

And that will be submtted to the
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Comm ssion for its review and its analysis, so you'l
have an opportunity to review that application, exam ne
it and nmake decisions for yourself.

And it's upon the conpletion of that
review that you'll have an opportunity to then exercise
that control by either approving the tenporary |icense
or refusing to extend the tenporary |icense.

And the Comm ssion then, under the draft
rule that we presented to you, has another opportunity,
an opportunity to nonitor that extended tenporary
|icense after one year and get a progress report from
the license hol der.

Now, we have not proposed that the
staff -- we have not proposed this, but the staff did
recomend that a tenporary |license also post a bond.
Now, we don't believe that's necessary in Saddle Brook's
I nstance, but it nmay be a situation where if you're
going to extend a tenporary |license, you nay want that
tenporary |icense holder to have a bond put in place.
That's your determ nation.

Overall, we think this proposed rule is a
good rule. We think it neets the needs of tenporary
| icense hol ders, neets the needs of the Conm ssion, but
nost inportantly, it neets the public's interest.

Because what it does is it provides you with another

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services



Commission Meeting 53

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

creative solution, solution to the issues that face the
Texas racing industry.

We believe that you'll find this tenporary
rule ultimately results in the presence of additional
racing in Texas, additional racing obviously in Wst
Texas under Saddl e Brook, and we believe it will assist
you in ensuring that there's a viable racing industry in
Texas.

And |I'm here to answer any questi ons.

CHAI RMAN SCHM DT:  Any questi ons of
M. Newby at this tinme?

Thank you, M. Newby. W may call you
back, though. Thank you very nuch.

Lynn Al exander, CEO at Saddl e Brook.

M. Al exander, wel cone.

MR. ALEXANDER:  Thank you.

M. Chairman, Conm ssioners, |'mbasically
here to answer any questions you m ght have of Saddle
Brook Jockey C ub, Saddle Brook Park. W have had our
l'icense for 18 nonths; and since we started, our revenue
from handl e has gone up about 15 percent.

We have been able to put over $400,000 in
purses for the horse industry, and we just need nore
time in order to -- we ask for -- the rule gave us a

t wo- year preopeni ng sinulcast, and that's what we have
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done.

Qur full intention was to build a track
and hold live racing, but we just haven't been able to
because of economcs and tine. And so this extension
woul d give us nore tine.

It puts the Commi ssion in control of -- of
how many extensions we coul d have and so, you know,
we're -- we're here to ask you to give us nore tine
because we need nore -- nore revenue.

And it certainly hasn't been a profitable
deal for us. It's been a very nonprofitable deal for
us, but we do believe that we are getting nuch better
and we think 2014 will be nuch better than 2013.

And so | think the horsenen are in full
support of us, and |"'mhere to tell you that we need
your hel p and we need your vote to give us an extension
and then we will cone back to you.

And we've al ways done exactly what we said
we woul d do. Everything that we said we woul d do, we've
done, but we just don't have the tine or the noney to
conpl ete a racetrack and hold live race dates in
Cctober. So that's what we're here for.

Any questions?

Yes, ma' am

COVM SSI ONER O CONNELL: M . Al exander,
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the aw all ows you to go ahead and open a sinul casting
facility now at your |icensed |ocation. So wouldn't
you -- if your tenporary location |license at your
facility in town expires, you still have the ability to
open up a sinulcasting facility at your |icensed

| ocation even if the racetrack has not yet been built.
Are you aware of that?

MR. ALEXANDER: |'m not aware of that. |
don't think that's -- M. Chairman, is that correct?
She's saying that we can nove to our pernmanent | ocation
and have a sinulcast facility?

MR. FENNER: | f | may.

That is correct, as long as you have |ive
race dates granted to you by the Conmm ssion, you could
rel ocate your operations to your designated | ocation at
any tine, yes.

COWM SSI ONER  EDERER:  You' re establi shed
where you are at the present tine. |Is that right?

MR, ALEXANDER  Yes, we are.

COW SSI ONER EDERER:  For you to
rel ocate, would that hurt you?

MR. ALEXANDER: Financially?

COW SSI ONER  EDERER:  Yes.

MR ALEXANDER: Yes.

COW SSI ONER EDERER: |'m tal ki ng about,
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woul d you | ose -- obviously, you've got a follow ng
there. You' ve got patrons that cone to your
establishnent. |If you relocated it out to where the
track is going to be, would you be defeating your

pur pose? Wuld you be |osing your patrons, or would you

be able to keep your patrons and have your new facility?

MR. ALEXANDER: | don't know. That's a
good question. | don't know that | can answer that,
because it's -- certainly our racetrack is certainly out

of town, and so | would think that it would be very
tough for us to nove all the people that we have right
now in the mddle of the town in Amarill o.

| don't think that we could take everybody
out there with us. And financially, it would be very
detrinmental to us at this tinme. Certainly, we can't get
it conplete by Cctober.

COW SSI ONER ABER:  So you just need an
extension of your tenporary |icense.

MR. ALEXANDER: That is what we are
aski ng.

COW SSI ONER ABER:  And what is your
projection to the live racing dates?

MR. ALEXANDER We woul d ask to nove our
live racing dates, exactly the sane thing. Live racing

dates have been granted for 2014. |If we're granted this
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rul e change that gives us a two-year extension, we would
nove the |live race dates to 2016.

COW SSI ONER ABER:  Cct ober of 20167?

MR. ALEXANDER: QOctober of 2016.

COW SSI ONER EDERER: Do you think this
two years will give you the opportunity to go ahead and
build the track or are you just going to ask for another

one in a few nore years?

MR. ALEXANDER: Well, | would hope so, you
know. That's our plan. | nean, everybody would like to
see that. Ceneral -- we're only required to have two

dates of |ive racing and, you know, spending 5 to
$12 mllion for a racetrack for two |ive race dates and
to hold seven or eight races is a lot. And, you know,
we are going to have to be able to have a |lot nore race
dates than that probably in order to nake it even
feasible, so ..

COW SSI ONER EDERER:  You can get a | ot
nore race dates.

MR. ALEXANDER. W don't have any nore

horses, though. That's one of the biggest problens.

COW SSI ONER EDERER: | think the horses
will conme, but you have to have soneplace to run them

MR. ALEXANDER Well, | don't think --
it's -- it's, you know -- | can't tell you. | can just
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tell you we feel like with this extension we can -- we
plan to do that.

CHAl RMVAN SCHM DT: M. Al exander, |I'm
synpathetic to your proposal. | wanted to clarify. |
would think it's fair to say that your license, prior to
you assuming a role in the nmanagenent of this operation
was dormant for al nost 20 years.

MR. ALEXANDER: Yes, sir.

CHAl RMAN SCHM DT: | think all the
Comm ssioners -- Conm ssion staff are very appreciative
of your efforts to actually turn sone dirt, open up a
facility and make real plans and invest real noney.

| felt alittle synpathetic to your
proposal in part, because while you have a financi al
pl an, the Sunset Commission in turn changed the funding
operation of this Conmm ssion.

And | would just ask you, the fact that
you suddenly received an additional burden in terns of
carrying the cost of your license, did it significantly
af fect your operations to any degree?

MR. ALEXANDER: Absolutely. Qur |icense
fee went from 100 to $230,000 a year.

CHAI RMAN SCHM DT:  kay.

MR. ALEXANDER So quite a burden

CHAl RMAN SCHM DT: Yeah, | don't think it
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was a Comm ssion decision. W very nuch appreciate the
wor k of the Sunset Comm ssion, but | think they did
change the rules a little bit on you in mdstream

MR ALEXANDER: Yes.

CHAI RMAN SCHM DT: Any ot her questions of
M. Al exander?

kay. Thank you, sir. W may call you
back.

MR. ALEXANDER: Appreciate it.

CHAl RVAN SCHM DT: Jeff Hooper with Saddl e
Brook Park. M. Hooper?

MR. HOOPER: |'mjust here as a resource.

CHAIl RMVAN SCHM DT: Just here as a
resource. Geat.

Any further coments from any of the
Comm ssi oners?

Ms. O Connel | ?

COW SSI ONER O CONNELL: | have a question
for M. Fenner, and that is just about the section of
the Racing Act that deals with tenporary |ocation
li censes.

It seens pretty clear fromreadi ng that
that the legislative intent was to only have these
tenporary |licenses be two years, and that is really

based on just the reading of the Act.
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It says that -- it explicitly says you
cannot extend the tenporary location |icense after it
expires, and it explicitly says you cannot get a second
tenporary location |icense, that the sane parties cannot
get a second license and that -- the Comm ssion's
rul e-maki ng authority has to be consistent with the
grant that conmes fromthe Act.

So it seens that this proposal is really

asking us to circunvent that clear |anguage. | think
that's a concern to the -- to the conptroller. | nean,
the statute does not -- it explicitly says you can't

extend it after expiration and you can't get a second
i cense.

And we're being asked to interpret the
silence on whether you can extend it before it expires
as legal authority to act, and that is -- that is a
concern to the conptroller.

| think the conptroller is not, you know,
feels like this kind of rule -- rule proposal is outside
t he bounds of our authority and that the Act is pretty
clear on this point.

s that what we are being asked to do, to
find that silence is our legal authority for extending
this |license?

MR. FENNER: | agree that Section 6.15 of
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the Act, fromreading it, it appears to ne that the
intent is a two-year tenporary license; and the fact --
when the tenporary license was granted, originally you
may renmenber that the DPS representative asked ne

whet her there was an opportunity for it to be extended,
and | said no.

But subsequent to this tinme, you know,

M. Newby, who is very creative and a good | awer, you
know, presented this interpretation of reading this
word, you know, after a |license has been expired, you
can't get an extension or a new license. And that's
what | awers do; they | ook at |anguage critically. And
thisis, | believe, a permssible -- it is an option for
t he Comm ssion to consi der.

This is a policy question that you could
wei gh in and decide that you do want to interpret it
this way. |'ve been pretty upfront with people that in
the plain | anguage of this section it |ooks to be |like
it's a one-tine, two-year tenporary |icense.

CHAI RMAN SCHM DT: So the critical
perspective fromyour -- our counsel's perspective is
sinply the fact that if we act before it expires, it may
be perm ssi bl e.

MR. FENNER: Yes, you can interpret it

t hat way.
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COW SSI ONER O CONNELL: You can fairly
interpret it the other way.

MR. FENNER Yes. Yes, nm'am

COW SSI ONER LEON:  Is this a proposal --
it's a proposal, again, for --

CHAI RMAN SCHM DT: A posting, a posting
for public comment.

COWM SSI ONER LEON: And we can consi der
during this comment period this deliberation of the
vi ewpoints until we nmake a vote at the --

CHAI RMAN SCHM DT: That's perfect.

COW SSI ONER O CONNELL: | think the
conptroller, again, although we understand that's the
pur pose of the public comment period and that the
conptroll er wel cones public comment and the refinenent
of those ideas during that -- that period, the idea
initially has to be within the rul e-nmaking authority of
t he Comm ssion to nove forward.

And so it is her opinion that this

proposal is not wthin the Conm ssion's rul e-nmaki ng

authority, so she is going to vote "no" on the posting
of it.

She does feel like certainly the parties
are welcone to take this to the legislature, and she's

aware that they have taken it to the |egislature
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recently, although in slightly different tinme franes,
and it did not pass. So that -- that's concerning and
sonet hing that the conptroller has taken note of.

CHAl RVAN SCHM DT:  Any further discussion?

COW SSI ONER ABER:  Yeah, | want to say,
too, they contribute a | ot of nobney and everybody wants
themto be successful, and I still don't see what is
wong with posting it and getting the opinions of
everybody to see if they can go forward, because they
are doing a good job with it and it's tough.

COW SSI ONER O CONNELL: I think just the
I ssue is that public comment cannot cure whether or not
the initial authority is there, and that's really the
conptroller's concern.

The conptroller certainly would -- w shes
all the best to Saddl e Brook Park, but, you know, Saddle
Brook Park had to know when they initially started this
process there was a significant -- | nean, the | aw was
it would only be a two-year |icense.

And Saddl e Brook Park nust have had a
Plan B, and they nust have known if the tineline ran
out, that they could open a sinulcast facility. And
they still can at their tenporary license |ocation. But
woul d that cost us noney? Yes. Wuld it be as

expensive as opening up a racetrack at that |ocation?
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No. But that is an option, and that is surely sonething
that they contenpl at ed.

CHAI RMAN SCHM DT: Any further discussion?

COW SSI ONER EDERER: | have a conment.
| was on the rules commttee.

| support the posting, but also, after the
posting, | would request that we, during this period, be
given information concerning the expense and the cost to
relocate, if it is, in fact, practical to do so. And
al so, of course, the questions that have been rai sed by
the conptroller, but I know that you have support for
that. You mght, you know, reiterate that to the
Commi ssion during this posting comment peri od.

CHAI RMAN SCHM DT:  Any further
di scussi ons, conments?

Great. |1'll certainly entertain a notion
to publish the proposal for a new rule, 309.13,
Tenporary License to Conduct Racing to be published in
the Texas Register for public comment.

Motion by Dr. Aber.

COM SSIONER  EDERER:  And |' Il second.

CHAI RMAN SCHM DT:  Second by Vice Chair
Ederer.

Wul d you please call the roll?

MS. WELCH: Chai rman Robert Schm dt ?
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that as wel | .

advi se Saddl e

proposal ,

319.

CHAl RVAN SCHM DT:  Favor.

M5. WELCH: Conm ssi oner Ron Ederer?
COWM SSI ONER  EDERER: I n favor.

M5. WELCH: Comm ssioner doria H cks?
M5. HICKS: In favor.

M5. WELCH: Comm ssi oner M chael Martin?
COWM SSI ONER MARTIN: I n favor.

M5. WELCH:  Comm ssi oner Vicki Wi nberg?
COW SSI ONER VEI NBERG I n favor.

M5. WELCH: Comm ssioner Gary Aber?
COWM SSI ONER ABER: I n favor.

M5. WELCH: Comm ssi oner Ann O Connel | ?
COW SSI ONER O CONNELL:  Agai nst.

M5. WELCH: Comm ssi oner Cynthia Leon?
COWMM SSI ONER LEON: I n favor.

CHAI RMAN SCHM DT:  Mark, pl ease publish

MR. FENNER: Yes, sir.

CHAI RMAN SCHM DT: And please formally
Brook at Vice Chair Ederer's request.

MR. FENNER: Yes, sir.

CHAI RMAN SCHM DT: Movi ng forward, next
364, Testing for Steroids.

Can you bring us up to date, M. Fenner?

MR. FENNER: Yes, sir.
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Thi s proposed anendnent woul d renove the
specific general threshold levels fromthe rule and
al l ow the executive director to instead set those |evels
under the broad authority that has been granted to him
under Rule 319. 3.

Thi s approach is nore flexible and all ows
the Comm ssion to follow the standards established by
ARCI and RMIC nore quickly. |If | mght give you sone
exanpl es.

Wnstrol is a therapeutic anabolic steroid
that was on RCl's |ist of approved therapeutics and,
therefore, it is in our rule of approved therapeutics.
However, RCl subsequently renoved it and so now our rule
allows it, but RCI does not.

Then another exanple is the threshol ds
that RCI has recently adopted for steroids and bl ood
testing, testing either by serumor blood. This would
actually be very beneficial to TVDM.. |It's nore cost
effective for TVDM. to conduct testing in serum or
bl ood, but our rule only provides for testing in urine
because that's all that was avail abl e under the RC
standards at the tine you guys |ooked at this rule.

So, by taking those thresholds out of the
specific rule and allow ng the executive director to

treat those thresholds like it does wth ot her
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t herapeutics, we would have a lot nore flexibility to
foll ow the RCl standards.

And then the proposed rule also
pronul gat es ot her nodel rule changes that are in there,
just kind of stylistic changes they nmade. This proposal
was di scussed at the rules commttee neeting on May 20
and -- (inaudible).

CHAI RMAN SCHM DT:  Thank you, Mark.

We don't have any public comment.

Conmm ssi oner O Connell, do you have
anything to add?

COW SSI ONER O CONNELL:  No.

CHAI RMAN SCHM DT: QG eat.

Vice Chair Ederer?

COW SSI ONER  EDERER:  No.

CHAl RVAN SCHM DT:  Any questions for
Comm ssi oner O Connel | ?

COW SSI ONER  EDERER:  No.

CHAl RMAN SCHM DT:  1'Il entertain a notion
to publish proposed anendnent to Rule 319.364 for

testing for anabolic steroids in the Texas Register.

Al those in favor, say "aye.
Second -- notion nmade by Comm ssi oner
Wei nberg, seconded by Dr. Martin.

Al those in favor say, signify by saying
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aye.

COW SSI ONERS: Aye.

CHAI RMAN SCHM DT:  Anyone opposed?

Ckay. It's passed.

Rul e adoptions. Adoption of anendnents to
Rul e 309, Grading System anendnent of adoption to Rule
311.2, Application Procedure, and adoption of Amendnent
Rul e 313.110, Coupled Entries.

We vetted these fairly extensively. No
public comment. Can you bring us up to date?

MR. FENNER: Yes, sir.

Each of these three proposals were
publ i shed in Texas Register on April 25, and they were
di scussed at the rules conmttee neeting on May 20,
whi ch we received no coorments in response to the
publ i cati on.

309. 355 permts the G eyhound Associ ation
to require a kennel owner to nmake a m ni num of
15 percent of the kennel's active greyhounds avail abl e
for 660 yards or |onger races.

The amendnment to 311.2 addresses the
requi renent of SB162, which requires the state agency
with licensing functions to adopt rules necessary to
credit the service training or education of service

menbers and veterans towards certain |icensing
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requirenments.

And finally, the anmendnent to 313.110
woul d permt the uncoupling of horses and stake races
with the purse of at |east $50,000. The Texas Quarter
Hor se Association, with the support of the Thoroughbred
Associ ation, requested this change in order to increase
the nunber of betting interest and thereby inprove the
attractiveness of the stakes of races of the potenti al
betters.

CHAl RVAN SCHM DT: There's no public
coment .

Any questions or comments by the
comm ssioners? Comm ssioner O Connell? Thank you for
your work on the rules commttee.

COWMM SSI ONER O CONNELL:  You' re wel cone.

CHAI RMAN SCHM DT: Appreciate it.

"Il certainly entertain a notion to adopt
t he proposed anendnents described in Sections 5AA
t hrough 5BB as published previously in the Texas
Regi st er.

Mot i on by Comm ssioner O Connell and
seconded by Conmm ssioner Hi cks.

Al those in favor, signify by saying

aye.

COW SSI ONERS:  Aye.
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CHAI RMAN SCHM DT:  Anyone opposed?

That anmendnent -- all oral -- oral
adoptions are now part of our rule system There's no
executive session. Unless it is inconvenient for anyone
el se, we wll continue with our schedule. The next
neeting is on the 12th of August and Decenber 8, and
we' re adj our ned.

Thank you very much.

(Proceedi ngs concluded at 11:48 p.m)

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services



Commission Meeting

71

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

REPORTER S CERTI FI CATE

|, Jan E. Harrison, Certified Shorthand Reporter in
and for the State of Texas, hereby certify that the
transcript is a true record of the testinony given;

| further certify that | am neither counsel for,
related to, nor enployed by any of the parties in the
action in which this proceedi ng was taken, and further
that | amnot financially or otherwse interested in the
out cone of this action.

Certified to by ne on this

June, 2014.

JAN E. HARRI SON, CSR, RPR, CRR

Texas CSR 2142

Expiration: 12/31/2015

DEPOTEXAS - Firm Regi stration No. 17
SUNBELT REPORTING - Firm Regi stration No. 87
1016 La Posada Drive, Suite 290

Austin, Texas 78752

512. 465. 9100

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services



	Condensed Transcript
	Printable Word Index
	Original ASCII


Commission Meeting

WORD | NDEX

< $ >
$12 57: 13
$230, 000 58: 22
$35, 000 8.1
$400, 000 53: 22
$5, 000 8:6
$50, 000 69: 4
<1 >

1 6:3, 19 717
1.95 6:5

10 1:10 3:8
8:10 32:23, 23
10: 28 1: 20 3:1,
7

100 58: 22

1016 71: 16

105 1: 20

106 48: 12

108 48: 13

10t h 1:19

11 6:1

11: 48 70: 11

12 8:3 71: 15
120 1:21

12t h 70: 6

13 6:1 9:19
139, 459 43: 22
14 11:5

15 7:16 14: 4
53: 21 68: 19
15t h 1: 20

16 6: 20 14: 5
17 71: 15

17t h 9:21

18 53: 20
< 2 >
2,000 36:3, 4
2.68 6:7
20 9:19 14: 3,
15 27: 18 49: 11
58:7 67:6

68: 14
200 4: 17
2008 36:2
2012 8:3
2013 6:3 36: 3,
17 54: 13
2014 1:10, 19
5:10, 12 6:3, 4,
19 7:17, 18, 22
8:10 54:13

56: 25 71: 11
2015 71: 15
2016 57.:2, 3, 4
2018 11:5
2056 9:4

21 30:1
2142 71:14
21st 38:2
22nd 7:22
23 9:11

25 14: 15
27 17:18
290 71:16
29t h 7:22

68: 13

< 3>
3 7:17
3, 000 15: 15
30 5:12 6:3
307 24: 20
309 68: 6
309. 13 47: 25
48: 10 64: 17
309. 299 31: 24
309. 355 68: 17
31 6: 19 717
71: 15
311.2
313. 110
69: 2
319.3
319. 364
67: 20
321 31:19
321.703 31: 20
32nd 15: 19
342 4: 16
35 13: 25
352, 235

68:7, 21
68: 8

66: 5
65: 23

43: 22

< 4 >

4 5:9

40 14: 13
9

41 8:9

27:6,

<5 >

5 5:14

50 14: 14

512. 465. 9100
71:17

54 5:15
5AA  69:18
5BB  69:19

57:12

»

< >

6 5:9

6. 15 60: 25
6.5 5:14
66 5:14
660 68: 20
<7 >

7 8:2

78752 71:17

< 8 >
8 70: 6
8, 000 35: 15
80 32: 21
81 4:15
85 29: 3
86 36: 4
87 71: 16
<9 >
90s 14: 4
< A >
a.m 1:20 3.1
ABER 2:7 3:20
21 42: 17 47:12,
13 56:17, 21
57:3 63:5
64: 20 65:10, 11
ability 42:5
44: 21 49: 8
55: 4
abl e 14: 21
16: 12, 14, 19
25:19 32:7
42:6 43: 4
53: 22 54: 3
56: 6 57: 15
above-entitl ed
1:18
Abraham 28:7
Absol utely 58: 21
accept 32: 20
act 11:7 18: 15
20: 11, 22 23:13
24: 20, 21 25: 20
59: 20, 25 60: 7,
16, 20 61:1, 22
action 18: 17
20: 15 30: 16
41: 4 71:7, 9
active 68: 19
activities 6:4
act ual 22:12
add 67: 11
added 50: 20
addi ti on 8:8
21: 21
addi ti onal 32: 14
34:3, 3, 5, 5, 10,
18, 21 45: 15
53:4, 5 58: 18
Additionally
36: 15
addr ess 111
35:12
addr essed 50: 3
addr esses 48: 15
68: 21
adj our ned 70:7

adm ni stration

5:3, 7 6: 25
adm ni strative

5:2 8:11 33: 24
adopt 15:1

17: 22, 25 18:1
14  20:21 22:21

23: 2 24: 22

68: 23 69: 17
adopt ed 19: 16

25:15 42:8

66: 16
adopti ng 18: 20
Adoption 68:5, 6
7
adopti ons 68: 5

70: 3
advant age 20: 5
advi se 65: 20
advi sory 37:9
advocacy 35: 20
advocat es 29: 4
af f ect 58: 20
afraid 28: 14
agency 5:13

9:5 32:13

34:10, 13, 20, 22
68: 22

agenda 4:12

5:9 6: 17 48: 4
49: 12
ago 15: 25 29:18
agree 38:18

40: 20 60: 25
agr eement 32: 6,
12
agreenments 31: 15
32:8
agricultura

20: 13

ahead 55:1 57:6
ai rport 3:4

al cohol 29: 22
Al coholic 29: 20
Al exander 49: 23
53: 14, 15, 16
54: 25 55:8, 19,
22, 24 56:7, 19,
23 57:4, 9, 20,
24 58:3, 8, 21
24 59:4, 6, 9
al |l ocate 39: 17
al | ocati on 32: 4
33:2
al | ocati ons 33: 17
al | ow 19: 17
31: 25 41:8, 8
66: 3
al | oned 21: 6
41: 20

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services





Commission Meeting

18: 20
48:19, 23

al | owi ng
35: 22
66: 24
al | ows
55:1
Amarillo
anbi val ent 13: 6
anmendnent 10: 23
11:3, 4, 9, 17
66: 1 67: 20
68:6, 7, 21
69: 2 70: 2
anendnent s 12: 4
13:13 46:21
68: 5 69: 18
anount 16: 4
anount s 32:9
anabolic 66: 10
67: 21
anal ogi es
anal ysi s
anecdot e
anecdot es
ani mal
35: 14
ani mal s
36: 8
ANN 2:9 3:23
23:9 47: 14
65: 12
annual |y
answer
7:10 8:16
18: 3 23:5
53:9, 18
answer ed
12
anyway 29: 15
apol ogi es 30:3
APPEARANCES 2:1
appears 61:1
appel l ate 24:1
application
48: 17 50: 17
52:2 68: 7
appreci ate
25 9:9
17:5
35:3
12, 13
69: 16
appreci ates
appreci ative
58: 10
approach
appr oached
appropriate
approval
13 10: 23
16 22: 14

35: 25
66: 6, 14
56: 12

28:5
52:1
29:18

28: 6

7:18, 21

35:19

14: 16
5:19

56: 8
28: 10,

4:22,
10: 19
30: 22, 25
37:3, 10,

59:1, 9

38: 24

66: 6
13: 11
39: 22
9:12,
11: 8,

approve 10: 4
11: 16
approved 11: 3
66: 11, 12
approvi ng 52: 6
appr oxi mat el y
35:15
Apri
6: 19
8:10
ARC
area
ar eas
arguabl e
ar gues
ar gunment
21:9
argument s
25: 17
Ar kansas
44:20, 24
12, 19, 24
asked 28: 8
60: 14, 22 61: 4
aski ng 29:13
40: 17 56: 20
60: 9
aspect
aspects
20: 22
assess
assessnent
assi st 53:6
assi st ance
associ at e
10, 12
Associ ati on
11 13: 18, 24

5:12
717
68: 13
66: 8
8: 14
6: 23
39: 14
23:1
20: 23
23:16
20: 18

42: 22
45: 7,

14:8, 13
18: 11

34: 23
34: 13

31: 14
28: 8,

4:7,

14: 25 15:9, 13,
16 17:7 33:2
49:7 51:9

68: 17 69:5, 6
associ ati ons

31:16
assuni ng 32: 20
58: 6
assure 20: 19

27: 16
att endance 27:5
attention 8:9
30: 18 36:7
at t or ney 17:12
26: 17 29:11, 13
40: 25 49: 20
attorneys 29:7
37:18
attract 16: 8, 19,
24

attracti veness
69: 8

August 47: 22
70: 6

AUSTIN 1:4, 21
35:10 71:17

aut hority 17: 22,

25 18:8, 11, 13,

22, 24 20: 20
22:22, 24 23: 2,
11, 19 24:14, 22
37: 22 38:6

39:5, 7, 13, 17
40: 14, 17, 20
41:2, 16, 18

42:2 60: 6, 16,
20, 23 62: 17, 21
63: 13 66: 4
aut hori ze 48:5
aut hori zed 22:18
31: 23 34:13

49: 11
aut hori zi ng 12:5
13: 12 17: 20
avail abl e 19: 24
66: 21 68: 19
awar ds 21: 19

awar e 16: 22
55:7, 8 62: 25
awf ul 38: 2
aye 10: 10, 11
11: 23, 24 67: 22
68:1, 2 69: 24,
25
< B>

B 63: 21

back 12: 23

13: 10 15: 6

17: 11 24: 11
43:7 45:8, 9
47: 22 53: 13
5417 59: 8

bar 13:4, 5
bare 28: 24
base 17: 4 40: 22
based 25: 17

59: 25
basical ly 53:17
basi ng 40: 24
basi s 21: 19
23:3 39: 24, 25
began 19: 5
begi nni ng 1: 20
behal f 14: 24
15: 14 17: 6
bel i eve 23:4, 20
24: 6 25: 17
35:22 36:19
37:25 38: 6

40: 1 41:7

42:7 50: 13

52: 16 53:3, 6
54: 12 61: 13

bel i eves 39:6, 9,
19 40: 19

benefi ci al 66: 18
benefit 32:13
41:5, 10 44: 16
46: 4 50: 13
benefits 33: 11,
12

Bennet t 17: 12,
14, 15 23:8, 15
24:9, 10, 12

37: 23 38: 3

43: 15 44: 3

45: 4 46: 9

best 18: 6 28: 4
39: 14 51: 23

63: 16

bet 19: 14 21: 24
bet s 21: 22
better 16: 14

44: 14 45: 24
54:12, 13
betters 32: 22
69: 9
betting 33:4
69: 7

Bever age 29: 20
bi ggest 57:21
bill 29: 19
bi t 24: 11 34:9
43: 11 59: 3

Bl odget t 6: 13, 15
bl ood 66: 16, 17
20
bl unt 27: 15
bluntly 30: 1
bl unt ness 30: 3
board 9:6 27: 4
boar der s 14: 11
body 33: 24
bond 48: 20
52:15, 19
bonds 51:9
book 20:1, 1

book- publ i shi ng
19: 22

books 19: 23, 24
bottom 43:12, 20
bounds 60: 20

br eakdown 7:4

br eaks 4:19

br eed 14: 10

31: 25 32:5, 9,
11

br eeders 20: 14
44: 14 46: 9

br eedi ng 15: 22
16: 17

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services





Commission Meeting

br eeds 32:4, 13
Bri an 49: 14, 20
briefly 17: 24
bring 36: 22
38:1 45: 8

46: 11 49: 11

65: 24 68: 10
bri ngi ng 38: 15
br oad 18: 11, 24
66: 4

Br ook 48: 22

49: 15, 21, 23

50: 14 53: 6, 14,
19, 19 59: 11
63:16, 17, 20

65: 20

Brook's 52: 16
br ought 27: 24
36:7 43: 1 45: 9
Bruce 17: 12
budget 5:2, 8,
10, 15 9:6
buil d 542 57:7
buil t 55: 6
bur den 58:18, 24
busi ness 5:1
6:18 14: 9

49: 3 51: 22
< C>
California 8:18
cal | 3:9 15: 6
17: 11 23:18

28: 11 31: 2

46: 25 47: 1
53:12 59: 7

64: 24
Calling 28: 15, 16
canpai gn 29: 25
capitalizing

16: 18
card 35:7
care 30: 24

34: 24
carries 12:1
47:19
carrying 58:19
Car son 13: 17, 20,
21, 23 15:5, 24
cart 33: 20
case 12: 25

40:6, 6
cash 21:19
casting 39:1
caught 29: 21
caution 13: 4
29:1
ceiling 8:13
Cella 45: 1
central 21: 25

22:5
century 38:2
CEO 49:22 53: 14
certain 12: 20
68: 25
certainly 10: 4
11:15 38:7, 19
39: 14 40: 14

42: 13 46: 20

54: 10 56:9, 9,
15 62: 23 63: 15
64: 16 69: 17
CERTI FI CATE 71:1
Certified 1: 23
8:21, 21 71: 2,
10
certify 71:3, 5
chair 26: 24
37:11 46: 23

48: 4 64: 22

65: 20 67: 14
CHAI RMAN  3:2, 10,
11 4:2, 5, 9, 24
5:20 6:9 7:12
8:17, 23 9: 14,
16, 25 10: 3, 7,
12, 21 11:10, 20,
25 15:5, 10
17:10, 15 23: 7
24:8, 13 25: 3,
8, 24 26:8, 12
30: 20 31:10
32:18 33:19
34:2, 8, 16

35:1, 5, 6 37: 1,
6 38:11, 21
42:20, 24  43:3,
6, 17 44: 25

45: 18 46: 14, 17
47:2, 3, 18

49:9, 11, 13, 18
53:10, 17 55:9
58:3, 9, 23, 25
59:5, 10, 13

61: 20 62:6, 11
63: 4 64: 3, 14,
22, 25 65: 1, 16,
19, 22 67:8, 13,
16, 19 68: 3

69: 10, 16 70: 1
chai rmanshi p

26: 25

chal | enge 40: 2, 3
chal | enger 25:16
chal | enges 14: 7
chal | engi ng 16: 8
50: 3

chance 21:19, 24
chances 25:12
change 29: 16
57:1 59: 3 69: 6

changed
58: 15
changes
13:3
changi n
Chapt er
24: 20
char ge
check
chi ef
Chuck

25:12

12: 13
67:4, 5
g 41: 3

9:4

14: 11
29:12
42: 11

8: 25 9:18

circul ated 9:8

circunv
circunv
36: 21
cited
citizen
clarifi
12: 11
clarify
d ass
8:2
cl ear
59: 22
clearly
clients
Cl ub
Coast
Code
Col enman
col | ect
col | ect
Col | ege
cone
24: 11
33:1
39: 18
47: 22
56: 2
cones
12: 17
60: 7
comi ng
33:9
conmend
33:9
conmend
conment
9:9
11: 11
17: 8
24:. 25
30: 25
39: 3,
42: 17
46: 22
627,
63:12
19 67
69: 11

ent 60: 9

enting

41: 8
S 41:5
cation
26: 15
58: 4
7:18, 23

38: 4
60:9, 21
37: 24
14: 10
53: 19
7.2
9:4
18: 3
ed 5:13
i ons 5:11
15: 21
12: 23
32:7, 11
37: 22
43: 15
54: 17
57: 23
3:5
28:7

12: 7
35:2
31: 13
ed 50: 5
4: 6
10: 14
12: 22
20: 17
26:1, 2
37:7
8, 25
45: 14
47: 21
9, 14, 15
64: 4, 13,

:9 68: 10

4: 25
11: 14
38:21
59: 15
68: 15

conmment s
10: 4
37: 14
42: 20
64: 15
69: 12

conmer ci al 15: 22

COwW SSI ON 1:3,

9 3:8 4:12, 20
5:7, 16 11: 13
12: 17, 18, 23
13: 14, 14 15: 25
21: 2 23: 11, 25
24: 14, 24 25: 10,

23 26: 10 27: 16

19 29: 20 30: 9
31:13 33: 24
36: 23 39:5, 12

13, 16 41: 9
45: 25 48: 2, 19,

23 49: 25 50: 9,

23 51:10, 10, 11
52:1, 8, 23
54: 6 55: 14
58: 10, 15, 16
59:1, 2 61: 14
62: 18 64: 13
66: 7

conm ssi oner 3: 3,

12, 13, 14, 16, 17,

18, 19, 20, 21, 22

23, 24, 25 4:1
10: 7, 14, 19
11:19, 20, 21
13:5 23: 10, 15
25:6, 9 26: 14,

19, 21 27:1, 8,

12 37:10, 16
38:12, 22, 23
39: 24 40: 1, 5,

9, 11, 13, 16, 18,

22, 24 41:12, 19,

23, 25 42:1, 3,

4, 7, 14, 16, 17,

21, 25 44:17, 23
45:2, 5, 13
46: 3 47: 4, 5, 6,

8, 9, 10, 11, 12,

13, 14, 15, 16, 17
54: 25 55:17, 20,

23, 25 56: 17, 21
57:3, 5, 18, 22
59: 18 62:1, 4,

8, 12 63:5, 11
64:4, 21 65: 2,

3, 4, 6, 7, 8, 9,

10, 11, 12, 13, 14,

15 67: 10, 12, 15,

17, 18, 23 69: 13,

15, 21, 22

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services





Commission Meeting

COW SSI ONERS

2:3 4:10 5.5,
20, 25 6:15, 16
9:3 10: 11

11: 24 12: 18, 25

13: 21 15: 11
17: 16 21:13
22:13 24: 17
25: 25 43: 6
46: 18 49: 19
53:17 58: 10

59: 16 68: 2

69: 13, 25
Commi ssi on' s

24: 19 39: 7

60: 5 62: 20
conmi t nent 50:1
comittee 29: 14
37:9 48:2, 3, 6
49: 10 64:5

67:6 68: 14

69: 14
communi ty 46: 11
Conpany 10: 24
11:18
conmpar ed 43: 22
conpari son 43: 20
45: 24
conpet e 14: 21
conpetitive 20:9
33:5
conpl ete 50: 23
23 54:; 21 56: 16
conpl et ed 37:6
51:3
conpl eti ng 49: 4
conpl eti on 52: 4
conpl i ance 11:7
conplies 24:18
conply 20: 21
conptroller

38:24, 25 39: 19
40: 19 41:15, 16,
19, 20, 21 42: 14
60: 10, 17, 18

62: 13, 15 63: 3,
15 64: 11
comptroller's

46: 4 63: 14
concern 60: 10,
17 63: 14

concer ni ng 42:12
63: 2 64:8
concerns 11: 14
21:14

concl uded 70:11
condition 5:17
conduct 32:1
47:25 48:11

64: 18 66: 19

conduct ed 6:21
8:9
confirns 50: 17
connect ed 21: 25
consi der 12: 4,
19 20: 12 61: 14
62: 8
consi deration
12: 18
Consi deri ng
18: 20 48: 14
consi st ent 21: 6
60: 6
consi stently
29:5, 8
Constitution
21: 11 29: 9
30: 11
construction
49: 5 51:3
cont ai ns 17: 19
48: 23
cont enpl at ed 64: 2
conti nuance 17: 3
conti nue 70:5
contract 10: 23
11:3, 5, 6, 17
31: 23, 24
contri bute 63: 6
contribution 28: 4
contr ol 50: 23,
23 52: 6 54: 6
copi es 9:8
corners 35:18
correct 34:17
41: 24 42:1, 23
55:9, 13
correl ates 16: 1
cost 58:19
63: 24 64: 8
66: 18
counsel 39: 11,
15 71:5
counsel's 61: 21
countered 14: 18
County 1:21
71 51:6, 7
coupl e 12:7
15: 25 28:5
50: 7
Coupl ed 68: 8
cour se 27: 21
38:9 64: 10
court 23: 21
25:12, 14
courtesies 30: 19
courts 21: 15
24:1
covers 6:18
craft 50: 12

creative 53:1

61: 8
credit 68: 24
critical 17: 2
61: 20
critically 61:12
CRR 71: 14
CSR 71:14, 14
cure 39:8 63: 12
current 7:16

16: 14
currently 7:8
custonmers 16: 9,
13, 14, 19, 21, 25
cut 16:2, 2, 3
CYNTHI A 2:10
3:25 47:16

65: 14
< D>
daily 22:19

Dal | as 27:5
dat a 46: 1
dat e 5:13 9:11
65: 24 68: 10
dat es 51: 11

54: 21 55: 14

56:22, 24, 25
57:2, 12, 13, 16,
19

day 1:19 16: 25
71:10

days 9:11 16: 3
48: 21

deal 54:11, 11
deal s 59: 20
Decenber 47: 22
70: 6

deci de 22: 20
23: 22 24 4
61: 16

deci si on 25:1
47: 23 59:1
deci si ons 52:3
decl ar ed 28: 21
decli ne 36:7
44: 4 45: 23
decl i ned 14: 9
decl i nes 14: 18
43:12 44:7
decr eased 6:6
def eating 56: 4
degree 58: 20

del i beration 62: 9
del i berati ons

13:1
del i neat ed 31:18
demands 34:6, 10,
21

denonstrati on

38: 4
DEPOTEXAS 71: 15
Der by 45: 21
descri bed 46: 21
69: 18
descri bes 50: 12
describing 49:4
desi gnat ed 48: 12
51:3, 7 55: 15
desi gned 12: 15
desperatel y 45:7
det ai | 51: 21
determ nati on
37: 23 52: 20
det er m ne 30: 15
32:8 37: 20
det er m ned 8:15
33:4
detri nent al 56: 15
devel op 34: 23
devel opment s
18: 25
devi ce 21:17, 18
Devon 12: 2
di ed 36:5
differ 25:16
di fferent 15: 24
27: 23 30: 13
33:1 63:1
differentials
33:17
di rect 8:8
18: 15
directed 29: 25
di rector 5:2, 6
6: 14 9:17
66: 3, 24
directors 27: 4
directs 18: 16
20: 11
dirt 58: 11
di sadvant age
20:10, 12
di sappear 27: 24
di sapprove 21: 8
di scovered 8:11
di scretion 20: 16
22: 23, 24
di scuss 12: 12, 12
di scussed 47: 20
49: 10 67: 6
68: 14
di scusses 42:10
di scussi ng 12: 13
di scussi on 11: 13
31: 4 34:9
43:7 46: 25
63: 4 64: 3
di scussi ons
31:12 33: 10

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services





Commission Meeting

64: 15

di sl ocat ed 4:18
di spl ayed 20: 4
di stingui shed
26: 10 29:10
di vi ded 22:1
dog 35: 25
dogs 35: 25
doi ng 38: 14
44: 14 63: 10
domai ns 12: 21
dor mant 58:7
dozen 30: 13
DPS 61:4

Dr 10: 8 37:11
45: 1 46: 24

64: 20 67: 24
draft 52: 8
draw 35:18

dri nk 29: 24

dri nkers 29: 21,
23 30:1

Drive 71: 16
drug 7:18

due 9:11 28: 3
29: 12 39:12
DW 29: 20

dyi ng 35: 23
45:7

36: 4

< E >

E 1:22
earlier
38: 16
early 14: 4
econoni cs
EDERER 2:4
3:12, 13 10: 14,
19 26: 14, 19, 21
27:1, 8, 12
37:11, 16 38: 19
39: 24 40:5, 11
16, 22 41:12, 23
42:1, 4, 14, 16
44: 23 45:2, 5
46: 3, 23 47: 4,
5 55:17, 20, 23
25 57:5, 18, 22
64: 4, 21, 23
65:2, 3 67: 14,
15, 18
Ederer's
education
68: 24
ef f ect
44: 9
effective
effort
efforts
12 58: 11

ei ght 57:14

71:2, 14
7.8

54: 4

65: 20
29: 25

23:16
66: 19

37: 20
37:11,

23:13

9:5

ei t her 36: 4
52: 6 66: 17
el ect 29: 7
el enent s 34: 18
Eller 15:8, 9,
10, 11 17: 10
e-nuai | 16: 12
enbrace 14: 20
17: 3, 4
enpl oy 14: 15
enpl oyed 71: 6
en 3:3
enact 29: 6
enact ed 29: 25
encour age 15:1
endor sed 48: 6
enf orce 41: 20
Enf or cenent 7:14,
16
engage 31: 20
engagi ng 31: 21
enj oyabl e 16: 25
ensure 12: 16
22: 14 34: 24
48: 20 50: 2
51:2, 8
ensuring 50: 11
53:7
entering 31:15
entertain 10: 4
11: 15 46: 20
64: 16 67:19
69: 17
ent ertaini ng
17: 1 20: 6
entire 12: 17
27: 23 33:9
36: 11 43: 9
50: 14
entirely 26: 24,
25
Entries 68: 8
escr owed 32:12
especially 4:13
16: 9 20: 14
essence 34: 24
establ i sh 23: 11
39: 17 41:9, 21
est abl i shed 14: 4
55: 17 66: 7
est abl i shes
est abl i shrrent
56: 3
eut hani zed 36:5
even- nunber ed
ever ybody 33:11
44: 16 56: 13
57:10 63:6, 9
evi denced 39: 14
evol ution 19: 3,

20

evol ved 19: 23
exact 23: 3

44: 18 50: 16
exactly 32:3
54:18 56: 24
exani ne 52:2
exanpl e 66: 15
exanpl es 66: 9
excuse 8:2

13: 22 26: 14
executive 5:1
66:3, 24 70:4
exerci se 20: 15
22:23 52:5
exi sting 16: 8,
20 34:20

exi sts 23: 4
expand 27: 23
expanded 19: 6
expansi on 29: 3,
4, 7 30: 10
expansi ve 18: 24
expect 34: 22
expended 5:14

expendi t ures 5:15

expense 64: 8
expensi ve 63: 25
experience 28: 25
experi enci ng 44 4
expertise  40:25
expi ration 48: 18
50:18 60:12

71: 15

expi red 61:10
expires 49:1, 7
50:18 55:4
60:3, 15 61:22
expl ai ned 15: 24
explicitly 60: 1,
3, 11

expl ori ng 38: 25
express 15: 16
expressed 29:5
ext end 49: 8
52:7, 18 60:2,
12, 15

ext ended 52:10
61:5

ext endi ng 60: 23
ext ends 11: 4

ext ensi on 48: 24,
25 49:2, 6

50: 21, 22, 24
51:17, 18 54 4,
16 56: 18 57:1
58:1 61: 11

ext ensi ons 54:7
ext ensi ve 37:12
ext ensi vel y 68: 9

ext ent 34: 21
extra 45: 21
extrene 29:1
< F >
F 2.4 31:19
face 14: 8 53:1
Facebook 16: 12
facilities 8:12
31: 16
facility 15: 23
19: 13 49: 5
51: 6 55:2, 4, 5,
11 56: 6 58: 12
63: 22
f act 30: 14
36: 18 37:21
41: 14 45: 9
58: 17 61:2, 22
64: 9
fact-finding
12: 24
Facts 29: 15
Fair 7.1 27: 11
58: 5
fairly 62:1
68: 9
fall 13: 10
39: 4 47: 22
falls 18: 22
famli ar 16: 6
fan 17: 3
fantastically
4: 21
far 25: 19 30: 14
farm 15: 23
farmers 15: 19
Far ns 14:3, 3, 3
15: 20
favor 10: 9
11: 22 25:10, 10
29: 3 47:3, 5, 7,
9, 11, 13, 17
65:1, 3, 5, 7, 9,
11, 15 67: 22, 25
69: 23
f easi bl e 57: 17
f ee 58: 22
f eed 16: 4 44: 15
f eedback 12: 23
46: 7
f eel 13:5
38:12 58:1
62: 23
feel s 60: 19
f ees 34:13 51:9
fell ow 28: 19
45: 2
felt 58: 13
FENNER 11:1
24: 16 25: 4, 13,

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services





Commission Meeting

25 40: 2 48: 9
50: 6 55:12
59: 19 60: 25
61: 24 62: 3
65: 18, 21, 24, 25
68: 11
fertilizer
f ewer 4: 17
filed 17: 17
final 9:13
47: 23
finally
finance
6, 8
fi nanci al 42:11
45: 15 58: 14
Fi nancial ly
55: 22 56: 14
71:8
find
53:3
finds
Fi ne

16: 5

69: 2
5:3, 3,

5:10
60: 23
51: 11

42:16

fines 8:1, 6, 7

Firm 71:15, 16

First 5:2
12: 18 13: 16
14: 4 21:1
28:7 37:8
43:8, 11

25

Fi scal

fits

45: 8

50: 11,

5:10
34:19
five 7:5, 5, 21
14: 6 28: 13
five-year 8:1
9.7 36: 2
flexibility
flexible
flow 31:6
32: 16 39: 18
f ocus 13:1, 2
50: 7
f ocuses
fol ks
foll ow
67:2
foll owi ng 1: 22
56:1
foll ow up 7:6

67:1
66: 6

50: 10
30: 25
66: 7

f or bi dden 21:11

force 16: 3

form 23:22
28:5 41:9, 13,
13

formal |y 65: 19

forms 27: 23
42: 8

Fort 49: 15, 21

forth 17: 21

forum 44:11

forward 25: 11
33: 22 34: 11
37:22, 22 38: 5,

7, 10 39:13, 22,

23 40: 15 41: 3,

17 62: 18 63: 9
65: 22

f or war ded 48: 1

f ound 8:13
11: 7 24: 20

Four 8:10

four-feet

fourth
frames

f rank 29: 14

fruitful 33:10

full 54:2, 14

functions 68: 23

f und 41: 6

fundi ng 49: 4
58: 15

f unds 32:10, 14
34: 3, 13 45: 21

further 25: 24
29: 2 31: 4
38: 10 59: 15
63: 4 64: 3, 14
71:5, 7

Fur t her nore

future 14: 21
51:10

28:10
36: 10
15: 18
63:1

21:18

<G>
Ganbl i ng 26: 6,
12, 23 28:18, 24
29:3, 4, 6, 9
30: 10
gane 21: 24
gam ng 21:16
26: 3 27: 23
41:9, 13, 13
GARY 2:7 3:20
47:12 65: 10
Gener al 5:1
6:18 14: 2
29:7 32:20
39:11 41:6
51:24 57:11
66: 2
general ly
general 's
gener at ed
generation
gent | enen
46: 14
getting
63: 8
Gllespie 7:1
gi ve 5:8 22:13
25:22 33:6, 15
38:9 39:25

27:6
29: 13
32: 15
15: 18
20: 9

54:12

54:5, 8, 16

57:6 66: 8
gi ven 14: 16

16: 23 64:8

71: 4
gi ves 18: 10, 15,
23 38:9 57:1
gi ving 42: 4
GCORIA 2.6

3:14 47:6 65: 4
go 25:14 33: 22
37: 22 38:7, 10
40: 12 41: 17
42:10, 19 55:1
57:6 63:9
goal 44: 12
goes 32: 22 33:3
Goet sch 5:3, 5,
6, 21
goi ng 3:7
17 12:12, 12
13:2, 10, 16
17: 24 19: 9
22:4, 6, 8
25:17, 19 31: 3,
6 34:2, 5, 11
41:5  42:10
44:10, 10, 12, 16
50: 17, 24 51: 5,
19 52:18 56: 4
57.7, 15 62: 21
good 5:16, 25
9:3 14: 22, 23
15: 10 25: 2

30: 16 36: 6

41: 2 50: 6, 8
52: 22 56: 8

61: 8 63: 10
CGover nnent 9:4
39:3
gover nor 9:6

4:17,

Gradi ng 68: 6
grain 16: 4
G anada 15: 20
G and 17:13

26: 2 28:19
gr ant 48: 24

60: 7
gr ant ed 48: 25
55: 14 56: 25, 25
61: 3 66: 4
G eat 4:5 8:24
11:12 25:5
27:17 43: 18

59: 14 64: 16
67:13
G eyhound 4.7,
10, 20 6:6 7.2
10: 23 11:2, 16
18:12 19: 4
21:15 35:22, 23

36:1, 6, 19
68: 17
gr eyhounds
gr owi ng
guar ant ees
40: 3, 12
guess 9:19
28: 13
aul f 4: 20
2 10: 22
16 35:25
guys 16: 6

68: 19
20: 9
25:14

7.2,
11: 2,

66: 22

< H>
hal f 14: 17
16:2, 3, 3
hand 36: 23
handl e 53: 21
happen 25:11
happy 5:18
7:10 23:5
har d 37:17
38:3, 24
har dback
Harri son
71:2, 14
hear 20:18, 23
21:9
heard
28: 3

19: 23
1:22

20: 8
39:10, 15
heari ng 1:19
hel p 18: 5
7 44: 12
54:16
hel pf ul 46: 8
HCKS 2:6

15 10: 6, 8
11: 21 47:6, 7
65:4, 5 69: 22
hi gh 36:9
hi gh-runni ng

45: 22
historic
13:12 14: 19
hi stori cal 15: 16
16: 16 17: 21

18: 21 19: 2

20: 24 21: 4, 8,
10, 23 22:3, 10
23:12, 20 24:5
28: 17, 21 31: 22
32:1 35:21
37: 20 39: 18
44:6, 21
historically
42: 8 45: 20
hol d 51:2
21 57:14
hol der 51:4, 23
52:12, 19

31: 6,
45: 8

3: 14,

12:5

54. 3,

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services





Commission Meeting

hol ders 50: 1

52: 23

hol di ng 32:18
honest |y 27:3
honor 26: 9

honor abl e 27:19
30: 9

Hooper 49: 23
59:10, 11, 12
hope 57:9

hor se 6:5 7:19,
24 8:3 15: 8,
12, 15 16: 17

17: 6 18:12

19: 4 20:2, 3
21: 14 28:9
31:15 32: 17
33:12, 21 43: 22
53: 23 69: 5

hor se- br eedi ng

15: 23

hor senen 13: 11
14:.8, 17 31:12
32: 23 37:19

54: 14

horsenen's 31: 23
hor se-raci ng

16: 10

hor ses 31:7

44: 15 57:21, 22
69: 3

house 21:1, 22,
25 22:5, 7

32: 22
housekeepi ng

33:23

Houst on 7:1, 19,
24 19:12, 15
Humane 35: 10, 13,
19

hur t 55:21
<l >

i dea 12: 20

62: 16

i deas 62: 16

i denti cal 22:16,
17

illegal 21:16
22:7

i mpact 20: 12

39: 20 43: 8

45: 16

i mpl enent ati on

44: 20

i mport ant 26:7
46: 6 50: 22

51: 20

i mportantly 52: 24
i mpose 23:21, 22

i mpr essi on 23:13
i nprove 69: 7
i naudi bl e 67:7
i ncl ude 23: 25
24:6 48: 3
i ncl uded 6:17,
23 7:15
i ncl udes 7:4

48: 19
i ncl udi ng 42:9
i nconpl ete 39:14
i nconveni ent 70: 4
i ncorporating

14: 18
i ncrease 44: 18
69: 6
i ncreased 6:5
i ncreases 43: 1
44:1, 19
i ndependent

22:14, 15
i ndi cat ed 40: 2
indicative 16: 1
i ndi vi dual 35:7
industries 16: 18
20: 13
i ndustry 13: 25
14: 13 16: 10

17: 18 18:12
19:1, 5, 22

20: 8 27:20, 22,
24 31: 15 32:17
33:9, 12 34:12
35: 23 37: 25
38:1 39: 16
43:2, 9 44: 13
45:6, 8, 11, 23
50: 14 51: 24
53:2, 7, 23
informal |y 12:7
i nformation 7:15
38: 10 43:10, 18
45: 15 48: 16
64: 8
informati ve

10: 15, 17
i nf or med 16: 15
25:1
infrastructure

34: 20
i ngest ed 29: 22
initial 63: 13
initially 62: 17
63: 17
injuries 4:13,
15, 22 36:3, 4, 5
i nput 35: 4
i nsof ar 28: 2
i nspection 6: 16
7:9 22: 15

i nspections 6: 13,
21, 23 7:4, 5, b5,
6 8:11
nst ance
nstituted
nsur ance
nt ended
nt ent

59: 23
ntenti on
nt er est
51:12, 23
69: 7

nt er est ed
45: 19 71:8

nt er pr et 60: 14
61: 16, 24 62: 2
nterpretation
24: 22 40: 21
61:9

nt errupt

nt oxi cat ed
nt r oduced
ntroducti on
nvest 58:12
nvesti gati ons
6:14
nvestigators
34: 3

nvest ment
nvol ved
Pad 20: 2
Pads 19: 25
Phone 19:12, 15
ssuance 48: 16
50: 12 51:1

i ssue 28: 23

38: 25 51:12

63: 12
i ssued
51:10
i ssues
36: 15
53:1

i ssui ng
item
47: 24
itens

52: 17
8:6
16:5

41: 8

25:18

61: 2

54:2

37: 13
52: 24

36: 13

27:13
29: 23

44: 6
12: 6

33: 14
13: 24
38: 16

50: 24

7:7, 7
50: 4

51: 16
12: 3
48:7
7:9

< J >
James
10
Jan 1:
14
January
Jef f
59:10
Jim 6:
13
Ji my

4:6, 8, 9,
22 71: 2,

6:3
49: 23
13 7:12,

15:8, 11

job 16: 14 50: 6
63: 10
Jockey 53:19
j ockeys 8:12, 14
Joel 4:13, 13
7:14
John 3:22
j oi ned 49: 22
j udgnent 21: 20
July 8:2
JUNE 1: 10, 19
3:8 6:3 9:11
71: 11
jurisdictions
45: 17
juvenile 29: 20
< K >
Kati e 18: 2
Keenel and 45: 22
keep 4:17
18: 25 27: 6
32: 22, 23 56: 6
keepi ng 16: 14
Ken 13: 17, 23
kennel 68: 18
kennel s 36:9, 12
kennel 's 68: 19
Kent ucky 8:19
14: 17, 22 23: 24,
25 24: 1 28: 21
33: 16 42:22
43: 20, 23, 25
44: 20 45: 20, 21
Ker by 35:8, 9,
11 37:1, 2, 5
ki nd 50: 6
60: 19 67:5
Ki ndl e 20: 2
Ki ndl es 19: 25
know 9:20 16: 6
19: 23 25: 21
28:2 33: 15
34:8, 12 43: 24
44:5, 18 45: 9
46:7, 9, 11
54:7 56:7, 8
57:10, 12, 14, 25
60: 18 61:7, 9,
10 63: 16, 17
64: 11, 12
know edge 21: 20
known 63: 21
<L >
La 71: 16
| abor 16: 3
I ack 23:1
| andm ne 29:1
| andscape 41: 3

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services





Commission Meeting

Lane 5:3, 4, 6,
22
| anguage 60: 9
61: 12, 18
| argely 34:19
| at est 19: 3
38: 15
law 28:1 40: 6
55:1 63: 18
| aws 51:8
| awsui t 40: 7
| awyer 61:8
| awyers 61:12
| ay 10: 25
13:18 48:7
| ayi ng 43: 19
50:7
| ays 18: 7
| eave 30: 14
| eavi ng 46: 10
| eft 35: 25
| eg 28: 11, 15, 15
| egal 17: 22, 25
18:7, 22 20: 20
22: 22 23:2
25:9 60: 16, 23
legality 37:21
| egal ly 29: 23

Legi sl ation
35:13, 20, 20
legislative 9:6

25:18 30: 6
35:10 36:17, 21
41: 4 59: 23

| egi sl ature

12: 16 18: 10, 23
23: 21 24: 4

28:1 29: 6, 19
36: 16, 17 39: 21
41:11, 22, 25
42:5, 8 62: 24,
25

| egs 28:9, 12

| egwor k 37:12
LEON 2:10 3:25
4:1 47:16, 17
62:4, 8 65: 14,
15

let's 3:7 29: 14
letter 36: 22
43: 9

letting 35:11
42:18

| evel s 44: 2

66:2, 3

Lew s 44: 23

45: 1

i cense 18: 11

47: 25 48: 11, 16,
17, 18, 24, 25
49:7, 8, 9 50: 1,

18, 21 51:1, 2,
4, 12, 13, 16, 19,
22, 23 52:6, 7,
11, 12, 15, 18, 19,
23 53: 20 55:3
56: 18 58:5, 19,
21 60:2, 4, 5,
13, 24 61:2, 3,
10, 11, 19 63: 19,
23 64:18
l'i censed
| i censee
49: 2
|'i censes
59: 21, 24
|'i censing
68: 23, 25
Lila 5:23
Li ncol n 28:8, 8,
14
list 8: 20
literally
little
9: 25
26: 15
43: 11
58: 13 59: 3
live 18: 19
19:7, 9, 18
21:3 22:19
23: 14 35: 25, 25
36:6, 11 44: 11
12 48: 21 54: 3,
21 55:13 56: 22,
24, 24 57:2, 12,
13
lives 36: 11
LLC 49: 22
| obbi est
| ocal 35: 17
| ocation 51:4, 5
55:2, 3, 6, 10,
15 59: 20 60: 2,
4 63: 23, 25
| ocati ons 48: 11,
12
Lone 6:
17: 13
| ong
48: 25
| onger 68: 20
| ook 25: 20
33:16, 18
43: 6, 21
61: 12
| ooked
43: 24
| ooki ng
| ooks
61: 18
| ose

55:2, 5
48: 20

50: 13

18: 19

66: 11
33: 20
3:3
24: 11
34:9
45: 21, 23

26:19

25 8:4
36: 10
55:13

36: 20
51:16

28: 22
66: 22
33:7
33:18

25:14 56:1

| osi ng
56:5
| ot
42:5
18 63:
lottery
low 9:
| ower
Lynn 4
53: 14

37

< M>
ma' am
54: 24
machi ne
18 22:
machi nes
13 21:
32:15
mai nstre
maki ng
20: 6
25: 17
30:5
35: 21
managene
49: 3
58: 6
manager
15: 24
Mar ch
nmar es
Mar k 1
24: 13
48: 7
65: 16
MARTI N
3:16, 1
37:11
46: 24
65:6, 7
Mar y 3
mat hemat
9:21
matter
10: 25
33: 23
matters
mean 4
57: 10
63: 18
nmeans
neasur e
35: 20
nmechani s
meet 7
51:8
MEETI NG
49: 10
68: 14
nmeeti ngs

46: 10

217 38: 2

57: 14, 15,

6 67:1
21:10, 16

24 13:5

10: 1

9:23

37:3
62: 3
21:12,
9 28: 16
8: 10,
21 22:6
38:18
am 35:14
19:5, 20
22: 11
27: 25
33: 14

nt 16: 24
51:21

14: 2

722

14: 9

0: 25

47: 19
49: 13

67:8

2:5

7 10: 8
38: 11, 12
47:8, 9

67: 24

09 4:2
i cian

1:18
13: 18
38: 8
5:2
4: 25
60: 10

22:11

14: 12
36: 14
m 32:14
219, 24

1:9
67:6
70: 6

37:12

nmeets 8:3 275
52:22, 23, 24
menber s 15: 15

20: 13 27:1

29: 6 30: 9

35:16 68: 25
menber shi p 27:6
nment i oned 38: 16
49: 9

M CHAEL 2:5

3:16 47: 8 65: 6
m cr ophone 31:2
m ddl e 56: 12
m dstream 59:3

M ke 18: 5
mllion 5:14, 15
57:13
m nd
m nds
m ni mum
68: 18
mrrors 16: 1
m srepresent
m ssed 12: 22
nodel 67: 4
noney 16: 4
31:6 32:6, 12,
21 39: 18 42:5,
10 54: 20 58: 12
63: 6, 24

noni t or
nont hs
Mor ni ng
6: 15
13: 21
50: 4
noti on 10: 4, 6

7 11: 15, 19, 20
12:1 46: 20, 23
47:18 64: 16, 20
67:19, 23 69: 17
21

nove 26:1
39:13, 23
41: 3 55:10
56: 11, 23
62: 18
nmovi ng
39: 22
65: 22
mul tiple

43:16
25: 15
28: 24

27:7

52:10
53: 20

5:5, 25
9:3

15: 11

40: 15
57:2

25:11
46: 12

37:11

< N >
name
15: 11
49: 20
names
nati ona
necessarily

5:6 13: 23
26: 11

29: 17
35:16
40: 10

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services





Commission Meeting

18: 16
52:16

necessary
20: 15
68: 23
need
27: 15
50:5
54:.9,
56: 17
needs 34: 23
52: 22, 23
negoti ati on
nei t her 71:5
Net wor k
never 40: 11
new 8.6, 7
12:5, 22
14: 20
13, 18,
17: 4
20: 6
38: 17
42: 8
47: 24
49: 9
61: 11
Newby
18, 20
61:8
Ni ce 8:24

Ni ck 4:6, 9, 10
no-notice 7.5
nonprofit 35:14
nonprofitable

54: 11
nor nmal
north
not e
noti ced
nowadays
nuance 12: 22
numnber 14:7, 9,
10, 10, 16 37: 17
69: 7
nunbers
33:6

17: 4
43: 17
53: 23

15, 16

13:12
16:8, 11,
19, 20, 24
18: 25
22:11

41:9, 12
44:5

48: 10
56: 6

64: 17
49: 14, 17,
53:11, 12

34: 22
15: 21
48: 1 63: 3
29: 21
14: 8

32: 24
45: 20

< 0>
obligation 22:13
obvi ousl y 32: 25
33:3 43:19
53:5 56:1
occur 19: 22
occurred 7:18
8.2 23: 24

44: 19
occurring 7:23
19:1

O CONNELL 2:9
3:23, 24 23:10
25:6, 8, 9
38:22, 23 40: 1,

32:19

35:10, 14

9, 13, 1
41: 19,
7 47: 1
54: 25
62:1, 1
65: 12,

12, 17
21
Cct ober
54: 22
57:3, 4
odds 2
of fer
18: 21
office
46: 4
of ficer
of ficial
Ckay 8
12: 2, 3
26:1, 8
33:19
49: 13
59: 7
ol d- fash
A dham
31:2, 8
32: 25
17 35:
19 44:
45: 13
once 1
28: 8
one-time
one-year
open 1
34: 4
55:1, 5
63: 22
openi ng
operate
31: 16
Qperatin
16
operatio
16
operatio
55: 15
oper at or
opi ni on
12, 13
42: 13
opi ni ons
14 63:
opportun
38:9
52:2, 5
57:6
opposed
11: 25
68: 3

8, 24

25 42: 3,

4, 15
59:17, 18
2 63: 11
13 67: 10,
69: 13, 15,

8:3
56: 16

5:22
16: 20

29:15

42: 11
31: 25
9: 25
25:3
32: 21
37:6
58: 23
68: 4
ion 19: 8
18: 2
, 11
34:1, 8,
5 43: 5,
8, 17
46:1, 16
2:16
49:7
61: 19
8:5
78 31:3
39:2
58: 11

124

63: 25
18: 6

g 5:10,
n 58: 6,

ns 46: 12
58: 20
15: 20
29: 10,
41: 1
62: 19
29: 8,
8
ity 17:5
50: 9
, 9, 10
61:5
10: 12
36: 21
70: 1

option 8:23

16: 24 21:8

48: 4 61: 13
64: 1
options 16: 20
oral 70:2, 2
or der 9:11

17: 4 53: 24

57: 16 69: 6
organi zati on
26:5, 25 27: 2
35:15, 17, 17
originally 61:3
ought 46: 25
out cone 40: 2
71:9
outline 48: 10
outlined 6: 22
out si de 60: 19
out st andi ng 51:9
Overal | 52: 21
overread 13:8
overriding 44: 11
over seas 37:10
owner 15: 20, 23
68: 18
owner shi p 8:14
<P >

P 2:7

p.m 70:11

pace 18: 25
package 42:10
packet 5.9 6:1,
17, 22 31: 19
48: 13

Page 5:9 6:1
7:16  9:19
43:8, 12, 21

Pages 48: 12

pai d 9: 20

paper backs

pari - nmut uel
14: 19 16: 20
17: 21 18: 14, 21
19:2, 3, 17, 21
20: 6, 25 21:9,

14, 22, 23 22:12,

18 23:20 24:5
28: 17, 22 29: 11
31: 21 32:1, 21
37:9 38: 18
39:20 42:9
446, 21

Par k 7:1, 2, 3,

19, 24 17: 13
35:25 36:1
49: 22 53: 19
59: 11 63: 16, 17,

20

21:2
19: 24

Par ks 7:1 8:4
11: 2

Park's 48: 22
part 4:11 30: 1,
5, 6 34:4

58: 14 70: 3
partici pants

14: 24

particul ar 4:11
21:21  35:21
parties 60: 4

62: 23 71:6

pass 28: 2

35:22 36:18
63: 2

passed 16: 23
29:19 40: 7

68: 4

passes 10: 13

36: 14

patron 21:3
patrons 56: 2, 5,
6

pattern 29:21
pay 44:13  46:12
penalties 8:7
36: 18

pendi ng 7: 20
peopl e 14: 15
33:6 56: 11
61:17

percent  5:14, 15
6:5, 7 14: 14
29:3  32:21, 23,
23 53:21 68: 19
per cent age 43: 1
44:18

perf ect 62: 11
peri od 6:2, 18,
20 7:6, 17 8:5
49:5 62:9, 14,
16 64:7, 13

per manent 49: 5
55: 10

perm ssi bl e

61:13, 23

permt 69: 3
permts 68: 17
person 41: 14

per sonnel 34: 20
perspective

13: 19 61: 21, 21
per suadi ng 30: 9
petition 17: 17,
19

Philip 18: 2

pi ece  50:20

pi eces 50:8

pl ace 25:15

40:8  42:23

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services





Commission Meeting 10

52: 19 27: 25 5, 20 64:17 put 10: 15

pl aci ng 51: 6 prefer 28: 6 65: 23 67:5 25:15 33: 20

plain 27:15 pr eopeni ng 53: 25 proposal s 68: 12 38:5 46: 1

61:18 presence 53: 4 propose 2415 52: 19 53: 22

pl an 9:1, 7, 8, Pr esent 3:11, 13 proposed 12: 4 put s 9: 22 54:6

10, 13 10: 5, 16 4: 6 8: 25 55:18 17:19, 20 18: 20

49: 3 51:21, 22 present ation 19: 16 20: 16, 19 < Q>

57:10 58:2, 15 45:3, 6 49: 24 21:7 22:12, 21 quarter 7:19, 22,

63: 21 present ed 52:9 23:. 17 24:1, 22 24 8:3, 10

pl ans 58: 12 61:9 31: 20 39:1, 3, 15: 8, 12, 15

pl ayer 21: 21 pr esi dent 13: 23 6 46: 20 48: 10, 17:6 69: 4

pl ease 9:1 15:12 21 50:10, 15 question 9:18

39:25 47:19 pretty 6:9 52:13, 14, 21 22:21 25: 7

48:8 64:24 27: 20 59: 22 66: 1 67:3, 20 30:4, 6 33:20

65: 16, 19 60: 20 61: 17 69: 18 42:21 56:8

pl eases 36: 23 prevent 23:19 proposi ng 30:5 59: 18 61: 15

pl i ght 15: 23 previ ous 7:22 proposition 40: 15 | questions 5:18

16: 1 previously 11: 3 pr ot est 29: 24 19, 21 6:8, 11

poi nt 60: 21 19: 18 69: 19 provi de 9:5 7:10, 12 8: 16,

poi nt ed 44: 8 primarily 14:1 23:17 43: 4 17 9:15, 16

poi nts 50: 10 prior 58: 5 45: 14 10: 3 12:7

policy 25:2, 17 privilege 31:21 provi des 50: 22 15: 4, 7 18: 3

41: 3 61: 15 privil eged 26: 11 52: 25 66: 20 23:5, 7 24: 8

pool ed 21:5 prizes 21:19 provi si on 25: 20 25:4, 24 30: 21

pool s 21:5 22:1 | probably 14: 13, 48:19, 23 31:3 35:3

Posada 71:16 16 33:18 57:16 provi si ons 18: 4 36: 24 37:2

posed 30: 4 problem 25:16 48: 18 46: 17 53:9, 10,

position 23: 4 45: 20 prudent 24: 6 18 54: 23 59:5

25: 22 48: 3 probl ens 57:21 public 4.6 64: 10 67: 16

positive 7:23 procedure 46: 5 11: 10 12: 21 69: 12

45: 10 68: 7 17:8 24: 25 qui ck 31:3

positives 7:18, procedur es 24: 19 26:1, 2 30: 24 qui ckly 66: 8

21 8:2 proceed 28: 25 33: 4 377 quite 26: 7

possi bl e 45: 25 pr oceedi ng 71:7 38:9 39:3, 8 58: 24

post 45:19 pr oceedi ngs 1: 22 41: 2 45: 14 quorum 4:2, 5

47:19 52: 15 3:1 10: 22 46:8, 22 51:12

post ed 12: 20 12: 3 28:5 62:7, 14, 15 < R>

38:8, 20 39:9 70: 11 63: 12 64: 19 Race 7:1, 2, 19,

posti ng 12:9, 14, pr oceeds 23:12 67:9 68: 10 24 9: 23 16: 2

15, 19 13:. 2, 5, process 12:8, 9, 69: 10 19:4, 10, 10, 14,

7 17:7 39:1 10, 14, 15, 24 publication 68:16 | 18, 19 20: 2, 3,

42:18 62:6, 6, 13:9 17:8 public's 52: 24 7 22:12 48: 21

21 63: 8 64: 6, 30:7 31:18 publ i sh 17: 22, 51:11 54:21

7, 13 34: 23 36: 21 25 18:1 20: 16, 55:14 57.:2, 13,

posti ngs 13: 8 42:19 47: 20 21 22:20, 25 15, 19

potenti al 12: 13 50: 16 63: 18 23:2 24: 25 races 9:20, 22

15:1 16: 13 pr oduct 33:5, 11, 46: 20 64: 17 14: 19 16: 25

69: 8 14 43:25 45:16 65:16 67:20 18: 15, 22 21: 15

potentially 13: 2 profitable 54:10 publ i shed 64:18 22:19 23: 20

power 18:18, 24 program 34: 24 68: 13 69: 19 31: 22 43: 22

20: 20 22:13 progress 52:11 publ i shi ng 17:7 44:; 22 57:14

Power Poi nt 18: 5, prohi bition 29: 8 20:19 68: 20 69:3, 8

7 prohibits 24: 21 pur pose 56:5 Racetrack 6: 13,

practi cal 64:9 proj ection 56: 22 62: 14 16, 21 16: 24

Prairie 17:13 pronot e 35:19 purse 9:23 27: 22 36: 13

26: 3 28: 20 pronul gat es 67:4 44: 1 69: 4 54:21 55:6

pre 45: 19 prop 35:23 pur ses 9:20, 21 56: 9 57: 13

Predat ory 26: 3, pr oposal 21: 14 14: 12 16: 2 63: 25

6, 12, 23 39: 22 47: 24 31:7 32:7, 14 racetracks 6:5,

pr edecessors 48: 13 58:4, 14 44: 4, 9 53: 23 6 10: 22 16: 19
60: 8, 19 62: 4, purview 41:11 29: 4

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services





Commission Meeting 11
RACING 1:3 3:8 36:3 representative 55:18 56: 11
5:7, 16 6: 24 recording 19: 19 31: 23 61: 4 RMIC  8:21 66: 8
7:2 12:5 reduce 4: 21 representing ROBERT 2:3
13:12 15: 17 refer 32: 4 37:18 49: 15, 21 3:10 47: 2
16: 16, 17 17: 21 refi nenment 62: 15 represents 26: 3 64: 25
18:15, 17, 19 reflect 6: 4 request 10: 22 Rodger 26: 11
19: 2 20:7, 11, reflecting 5:11 11:16 24: 18 rol e 58: 6
13, 22, 24 21: 4, refuse 29:6, 16 48: 22 49: 2 roll 3:9 47:1
10, 23 22:3, 10, ref usi ng 52:7 51:20, 20 647 64: 24
15, 17 23:12, 13, regard 35:21 65: 20 rolls 27:7
14, 25 24:5 36: 18 requested 69: 6 Ron 3:12 47: 4
25: 23 26:10 regardi ng 5:2 require 21:7 65: 2
27: 19 28: 17, 21 13:11, 12 31: 14 34: 2 RONALD 2: 4
32:2 33:24 regards 51:18 48: 20 68: 18 Room 1:21
35:21, 22, 23, 25 Regi st er 39:2 required 9:5 roughl y 32: 23
36:7, 19 37: 20 46: 22 47: 20, 21 57: 11 route 3:3
38:1, 13 39: 11, 64:19 67:21 requi r enent 68:22 | RPR 71:14
18 44.6, 11, 12 68: 13 69: 20 requirenents 69:1 | rule 12: 13, 16
45: 6, 11 47: 25 Regi stration requires 31: 20 13:3, 6, 7
48: 11 50: 2 71:15, 16 68: 22 23:21 27: 25
53.:2, 5, 5 7 registries 31: 25 research 46: 7 28: 1 30:5
54: 3 56: 22, 24, regul ar 22:1 resi dent 28: 20 31:19, 20 32:5
24 57:12 59: 20 regul ate 18: 11 resol ved 7:8 47:24, 24  48:10
64: 18 19:1 resource 59:12, 23 50:7, 10, 11,
rai sed 64: 10 regul ati ng 17: 20 14 15 52:9, 21, 22
ran 63: 21 18:14, 19 resour ces 31:1 53:4, 24 57:1
ranchers 15:19 regul atory 22:14 43: 4 60: 19, 19 64: 17
range 40: 14 34:6 respect 27:16 66:2, 5, 12, 13,
ranked 9:19, 21 reiterate 64: 12 28:3 29:10, 12 20, 22, 24 67: 3,
rational e 24: 3 rej uvenat ed 45: 11 39:12 42:13 4, 20 68:5, 6, 6,
RCl 66: 13, 14, rel ated 71:6 respectful ly 8 70: 3
16, 21 67:2 relating 18: 17 14: 25 rul ed 21:15
RCl's 66: 11 48: 18 respectively 8:4 rul e- maki ng 12: 4,
reach 16: 13 rel ation 45: 15 response 29: 24 8 24:19 30: 8
r ead 13:8 20: 2 rel ocate 55: 15, 68: 15 39:4, 7 60: 6
readi ng 40: 25 21 64: 9 responsibilities 62:17, 20
59: 22, 25 61:1, rel ocated 56: 3 34: 6 rul es 11: 8
9 rel uct ant 13: 6 restricted 18: 19 12:5 13: 12
real 16:1, 7 rely 43: 3 result 44: 20 15:1, 2 16: 23
58:12, 12 remain 7:9 resul ted 7:25 17:19, 20, 23
realize 32: 19 remai nder 21: 2 8:5 18:1, 4, 14, 16,
really 12: 14, 15 remai ns 30: 14 results 53. 4 20 19: 16 20: 16,
25:21 50: 10 r enenber 45: 5 retain 16: 8 19, 20, 21 21: 6,
51: 15 59: 24 61: 4 Ret ana 8:4 7 22:2, 12, 18,
60: 8 63: 13 RENMEMBERED 1:18 revenue 5:11 21 23:2, 17
reason 18: 23 renove 66: 1 41: 6 53: 20 24:1, 7, 15, 23,
30: 16 36:6, 13 renoved 66: 13 54:9 25 25:11 39: 2,
51: 14 r enaned 30: 13 revenues 5:14 4, 6, 9 41:7
reasonabl e 25:15 report 5:1 43:1 48:2, 2, 6
reasons 20: 25 6: 17 7:14, 16 reversed 44:7 49: 10 59:3
receive 33:13 10: 15 52:11 review 9:9, 10, 64:5 67: 6
recei ved 32:9 reported 1:22 13 24: 14 37: 20 68: 14, 23 69: 14
58: 18 68: 15 6: 21 7:7, 8 52:1, 2, 5 run 19: 18
recei ves 33:12 Reporter 1:23 revi ewed 11: 6 48: 21 57: 23
recogni ze 13: 17 71:2 revi ew ng 24: 20
49: 14 50: 3 REPORTER S 71:1 right 4:15 <S>
recomend 52: 15 REPORTING 71:16 6: 10 18:10 Saddl e 48: 22
r ecomends 11:8 reports 6:4 27: 4 30: 22 49: 15, 21, 22
record 71: 4 represent 26: 6, 32: 22 34:1 50: 14 52: 16
recor ded 20: 3 21 35:13 37:15 42:3 53:6, 14, 18, 19

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services





Commission Meeting 12
59: 10 63: 16, 16, 69: 18 sir 4: 24 8: 20, st akes 26: 7
20 65: 20 security 6: 24 24 9:2, 24 69: 8
safety 6: 24 see 6: 2 12: 21 10: 2 11:1 stallions 14: 12
sal es 44: 13 18:18 33:16, 23 24: 16 30: 22 st and 40: 14
Sam 7:1, 19, 24 38:7, 19 44: 9 35:1 48: 9 st andard 34:18
19:12, 15 46: 4 48: 12 58: 8 59: 7 st andar ds 48: 15
sayi ng 10: 9 57:11 63:7, 9 65: 18, 21, 25 51:17 66:7, 22
11: 22 45: 10 seen 19: 22 68: 11 67:2
55:10 67: 25 sel f-service situation 43: 25 St ar 6: 25 8:4
69: 23 19:6, 11 52: 17 17: 13
says 28: 25 selling 44: 15 Si X 7:6 14: 6 start 3:4 32:7
60:1, 1, 3, 11 sem annual |y 27:5 | skill 21: 20 started 19: 23
SB162 68: 22 send 8: 22 29:5 sl eepi ng 8: 14 53: 20 63: 17
schedul e 70: 5 sendi ng 8:18 slightly 33:1 State 1. 23
schedul ed 7:5 sent 7:20 63:1 18: 12 23: 11, 17
SCHM DT 2:3 separate 32: 6 sl ot 21: 12, 18, 2717 29:9, 13
3:2, 10, 11 4.2, sequence 50: 16 21 22:6, 9 32: 25 35: 16
5, 24 5: 20 6:9 serum 66:17, 19 28:16 38:18 39: 17 41:6, 10
7:12 8:17, 23 serve 26: 11 sl ot - nachi ne-type 46: 10 68: 22
9:16, 25 10: 3, 27: 17 31:1 28: 24 71:3
7, 12, 21 11: 10, service 68: 24, 24 | small 21:2 stated 45: 6
20, 25 15:5 sessi on 36: 16, Smith 5: 23, 24, st at ement 27:11
17: 10 23: 7 17 70: 4 25 6:.12 states 9:19
24:8, 13 25: 3, set 24: 19 32:8 solely 21:19 16: 23 20: 5
8, 24 26: 8 37: 23 38: 4 sol ution 53:1, 1 28:20, 22, 25
30: 20 31:10 66: 3 sonepl ace 57: 23 38: 14  42:22
32:18 33: 19 sets 17: 21 sonewhat 13: 6 46: 10
34:2, 16 35: 1, 50: 15 34: 15 state's 23: 14
6 37:1, 6 seven 14: 7 Sorry 10: 20 41: 22 42:11
38:11, 21 42: 20, 57:14 26: 8 27:12 Station 15: 21
24 43: 3, 17 severe 20: 9 32:15 statistics 5:23
44: 25 45: 18 36: 4 sort 12: 24 6: 2
46: 14, 17 47: 2, share 23: 11, 14, 33:1, 6 statute 31:9
3, 18 49:13 17 39: 17 41: 22 span 36: 2 34: 14 60: 11
53:10 58:3, 9, Short hand 1: 23 specific 18:3, 4 St een 3:22
23, 25 59:5, 10, 71: 2 25:20  48:13 37: 10
13 61: 20 62: 6, show 18:7 23:3 66: 2, 24 step 12: 19
11 63: 4 64: 3, shows 39:12 specifically 38:14  46:5
14, 22, 25 65: 1, si gnatures 5:11 24: 21 51:21 steroid 66: 10
16, 19, 22 67: 8, significant specifics 32:19 St er oi ds 65: 23
13, 16, 19 68: 3 39: 20 63:18 Spei ght 7:14, 15 66: 16 67: 21
69: 10, 16 70:1 significantly 8: 20 St op 26: 3, 6, 12,
screen 18: 10 41: 4 58: 19 spend 16: 4 23 46: 13
20: 4 signify 10: 9 spendi ng 57:12 strai ghtforward
scrutiny 47: 21 11: 22 67: 25 split 7:20 33:2 6: 10
sear ches 8:9 69: 23 splits 8:18, 21, strategic 9:1, 7
season 14: 16 sil ence 60: 15, 23 | 22 32:5, 9, 11 10: 5, 16
second 9: 22 simlar 16: 23 sport 17:2, 3 strat egy 49: 4
21:7 29:18 19: 21 30:3, 4 sprai ns 4:18 Street 1: 20
30: 21 32: 8 33:18 squarely 18: 22 st rongest 36: 18
50: 20 60: 3, 5, sinmply 13: 2 39: 4 strongly 39:2
12 64: 21, 22 19: 2, 17 22:11 St acy 35:7 struck 24: 1
67: 23 27: 22 34: 4 staff 4:12 structured 31:12
seconded 10: 8 61: 22 6: 22 9:8 11: 6, | stubborn 29: 16
11: 21 46: 24 si mul cast 19: 10, 8 31: 13 34:9, 30: 14
67: 24 69: 22 14, 14 21: 3 22 48:5 49: 11, st udy 15: 25
Secti on 31: 24 22:19 23: 14 25 50: 9 52: 14, stylistic 67:5
59: 19 60: 25 53: 25 55:11 14  58:10 Subchapt er 31:19
61:18 63: 22 st ake 69: 3 subcommi ttee
Sections 46: 21 si mul casti ng st akehol ders 13: 14
19:7 55:1, 5 39:16 40:21

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services





Commission Meeting 13

subj ect 9:13 t aken 9:10 TEXAS 1:3, 4, 21, 55:9  56:10, 13

submi ssion  43:7 34:24  62:25 23 38 4.7, 10 57:5, 22, 24

submi t 10: 6 63: 3 71:7 5:7 9: 4 13: 17, 58:5, 9, 25

49: 3 t akes 21: 2 24 14:1, 23, 24 59: 2 60: 9, 18

subnitted 11: 2 30: 24 40: 7 15:8, 12, 15, 21 62: 12 63: 11

24.18 35:7 tal k 17: 24 16:9, 17, 19 t hi nki ng 33:7, 23

43: 9 50: 17 tal ki ng 32: 24 17:6 18: 21 t hi nks 41:10

51: 25 55: 25 20:7, 8, 13 third 8:10

subsequent 61:7 tal ks 43:12 21:11, 15 22:19 t hor oughbr ed

subsequent |y t ax 23:18, 22, 26:3, 6, 12, 23 9: 20 13: 17, 24,

66: 13 22, 25 24: 4, 6 27:17, 19 29: 5, 25 14:25 43:21

substantively 41:15, 18, 20, 21 19, 20 30:11 69: 5

22:16, 17 42:2, 6 35:9, 13, 15, 18 t hought 10: 16

succeed 30: 8 t axes 44:13, 14 36: 17 38:1, 13 43: 14

succeeds 33:11 46: 12 39:2 41: 6, 10 t hought s 37:15

success 25:12 t echnol ogi cal 43: 13, 20, 22 t housand 9: 22

successf ul 50: 2 18: 25 19: 20 44:9, 13 46: 5, three 7:23

63:7 22:11 22 47:19 50: 2, 13:3 68: 12

successful ly t echnol ogi es 13 53:2, 5, 6, 8 three-feet 36: 9,

14: 18 45: 11 16: 18 17:5 64: 19 67: 21 10

succumnb 29:16 t echnol ogy 14: 20 68: 13 69:4, 19 t hreshol d 66: 2

suddenl y 58: 18 16: 11 19: 24 71:3, 14, 17 t hreshol ds 66: 15,

suffered 38: 13 38: 15, 17 Thank 4:24 23, 25

suggest 45: 14 tell 16: 7 5:22, 22 6: 12 tiles 8:14

suggesti ons 9:12 24:17, 24  25:20 7:13 8:24 time 3:4 5:16

37: 14 27:3, 4 32:3 10: 18 12: 2 6:18, 20 7:6

Suite 71:16 54: 15 57: 25 15:3, 5, 10 9:9 25: 25

SUNBELT  71:16 58:1 17:9, 10, 15 53:11, 24  54:4,

sunk 14: 17 Tenpor ary 47: 25 24:10, 12 27:12 5 8, 20 55: 16,

Sunset 58: 15 48: 11, 16, 17, 24 30:18, 20, 22 18 56: 15 61:7

59: 2 49:8, 9 50:12, 35:1, 5, 11 63: 1 66: 22

supervi se 34:6 21 51:1, 5, 11, 36: 25 37:1, 3, timeline 63: 21

support 13:6, 7 13, 16, 22 52: 6, 5 8 43: 18 times 30: 13

15: 16 17:7, 19 7, 10, 15, 18, 19, 46: 14, 15, 16 titled 30:1

25:10 44:11, 12 22 53:3 55:3 49:13, 18 53:12, | today 9:13

49:25 54:15 56: 18 59: 20, 24 13, 16 59:7 12:8, 11 13: 1,

64:6, 11 69: 5 60:2, 4 61:2, 3, 67:8 69:13 3, 15 15: 14

supports 39: 2 19 63: 23 64: 18 70: 8 17:5 19:7

sure 16: 22 term nal 19: 15, t hanki ng 49: 25 20:8, 17, 18

26: 13 31:8 17 20: 4, 24 t hanks 4:12 21: 4 22:2, 20

51:7 21:12 22: 3, 4, theirs 44:10 23:1 26: 10

surely 64:1 11 t herapeutic 66: 10 27:15, 21 30: 5,

suspensi on 8:1 term nal s 15: 17 t her apeutics 16 35:12  36:22

suspensi ons 8:5 16: 16 19:7, 11 66: 11, 12 67:1 39: 11 42: 15

synpat hetic 58: 4, 21:10 22:15, 17 t hi ng 16: 17 today' s 28: 4

13 32: 16 56: 24 t oes 4:18

system 21:25 terns 9: 23 t hi ngs 16: 5 tol erance 29: 19

22:5 34:4, 18 32:20 34:10 29:16  33:22 top 9:19

68:6 70:3 58: 18 38:14 44:4 t ot al 4:16 6: 4,
t est 51: 15, 15 t hi nk 13: 16 20 7:21, 25

<T> testified 27:19 14: 22 18: 6 9:19, 21 42:9

tab 6:18 testify 15: 14 19: 21 23:15 Tot e 10: 24

TABC  29:25 26: 9 35:7 26:1, 6 30: 24 11: 4, 17 21: 25

tail 28:11, 15 testi nony 27: 20 33:5, 8, 10, 15, 34:4, 18

t ake 18: 16 39:10, 15 71: 4 16 34: 14 38: 2, t ough 56: 11

20: 15 22:5, 7 testing 22:14 3, 8 39:10 63: 10

30:15 33:6, 15 65: 23 66: 17, 17, 40:18 43:11 t own 55: 4

34:14  36:15, 20 19, 20 67:21 44:3  45:18, 19 56: 10, 12

48: 3 56: 13 Texan 15:18 46:5, 8, 19, 24, track 19: 8

62: 24 Texans 29:3, 5 25 47:18 52:21, 21:1  45:22
35:18 22 54:13, 14 54:2 56:4 57:7

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services





Commission Meeting 14

tracks 6: 25 Uni ted 10: 24 18: 14, 21 19: 2 32:24  35:17

18: 21 20: 7 11: 4, 17 17:18 20: 24  21:8, 10, 38:13 54:8, 8,
21:4  22:19 unpl ug 22: 4 14, 16, 22, 23 22 56:25 57:11
31:17 33:13 unsati sfactory 23: 20, 23 24:5 60: 14 70:7

34:7 36:19 7:9 31:21, 22 32:1 West 1: 20 53:5
37:18 43: 2 updat e 5:8 37:9 39: 21 we' ve 28:3
traffic 3:3 upf ront 61:17 42:9 44: 6 34:8 37:6
trainers 8:22 uphol d 29: 8 wager s 21:4, 5, 39:10, 15 44: 25
20: 14 upwar ds 29: 2 5 22:16, 18 50:8, 20 54: 18,
training 68: 24 urge 17:6 20: 15 44: 21 19
transcri pt 71: 4 urine 66: 20 wai t - and- see Wheel ock 15: 20
t ranspar ency use 18: 24 19: 17 34:15 wi de 36: 10

12: 16 waiting 3:2 willing 13:7
travel ed 49: 15 <V> want 18: 7 277 31:1
Travi s 1:21 V.A 46:21 31:8 33:8, 20 wi nd 29: 15
treat 66: 25 V. X 46:21 38: 19 43: 15 wi ndow 19:6, 9
treat nent 35: 19 valid 31:22, 24 52:18 61: 16 wi ndows 34:5
36:8 51:2 63:5 Wi nni ng 21: 3
Tr out 8: 25 9: 2, Val | ey 7:2 want ed 8:8 W nstrol 66: 10
17, 24 10: 2, 18 Val or 14: 2, 3, 3 30: 25 58: 4 W ser 30: 15
17:17 val ues 39:3 want s 63: 6 wi shes 63: 15
true 16: 9 vari ations 27:21 war ehoused 36: 8 wor d 12: 6 61:10
28:19 29:2 vari ous 34:7 wat ch 19: 18 wor ds 27:15

50:1 71: 4 vein 28:16 way 4:14 13:13 wor k 8:24 22: 4,
try 46: 1 venue 39: 22 19:3, 8 20: 6 6, 8 31:5
trying 37: 25 vet er ans 68: 25 30:8 31:11, 14 37:17  38:3, 4,
38:1 45:7 veterinarian 6: 24 32:6  38:12 25 50:9 59:2
turn 34: 19 vetted 12: 17 40: 12 42: 14 69: 14

58: 11, 15 46: 19 68: 9 61: 17, 25 62: 2 wor ked 13: 13
TVDM. 66:18, 19 vetting 47: 20 weekend 12: 8 wor ki ng 4:21, 21
Twitter 16:12 vi abl e 53:7 Wens 26:2, 5, 9, | works 12:9, 10
t wo 7:18 8:1, Vi ce 37:11 11, 14, 18, 20, 23 33: 12

5, 17 12: 12 46: 23 64: 22 27:3, 10, 14 Wrth  49:16, 21
13: 2 31:3 65: 20 67:14 30: 20, 21 woul dn' t 13:8, 8
50: 10, 18 57:6, VI CKI 2:8 3:6, wei gh 61: 16 55: 2

11, 13 59:24 18 47:10 65: 8 VEI NBERG 2:8 witten 51:19, 20
t wo- year 48: 24 view 34:14 3:18, 19 11:19, wWr ong 20: 25
53:25 57:1 Vi ewpoi nt's 62: 10 21 42:21, 25 21:13  42:18
61:2, 19 63: 19 vi ol ation 30: 11 47:10, 11 65: 8, 63: 8
type 12: 24 vi ol ations 7: 23, 9 67: 24 W ong, 28: 14
types 21:5 25 8.4 36: 19 WELCH  3:10, 12, Wom ng 28: 22
32: 24 virtually 14: 8 14, 16, 18, 20, 22,
typically 36:9 visit 24: 11 25  4:4  47:2, 4, | <Y >

41: 4 vol untary 26: 24, 6, 8, 10, 12, 14, yards 68: 20

25 16 64:25 65:2, Yeah  43:5

< U-> vot e 13: 3 4, 6, 8, 10, 12, 14 58: 25 63:5

Uh- huh 31:10 20: 16 22: 24 wel cone 3:6, 8 year 4:16, 16
34: 16 39:1  42:12 4:8 13: 20 5:10 7:8 9:5
ultimately 22: 21 46: 25 47:1 15: 9 17: 14 13: 11 15: 20
32:8 33:3 53:4 54:16 62: 10, 21 26:4  35:10 44:1  52:11
unani nous 17: 18 voti ng 12:10 47: 21 49: 17 58: 22

unani nously 10: 13 13:9 42: 15 53:15 62: 24 year - over - year
uncoupl i ng 69: 3 69: 15 44: 19

under aged 29: 21, < W> wel cones 62: 15 years 13: 25

23, 25 wager 19: 4, 6, 8, wel fare 35: 14 14:3, 5, 6, 7
under st and 26: 13 9, 18, 21 20: 7 we'll 13: 3 15: 25 27:18
27:14 30:2, 7 21:1 22:1, 12 went 51: 14 29:18 50:19

62: 13 32: 21 58: 22 57:6, 8 58:7
under st andi ng Wageri ng 5:23 we're 4:17 59: 24

35:24 41: 14, 17 6:2, 4, 25 9:21 12: 11, 12 younger 17:3

uni fi ed 37:19 14: 19 17: 21 13: 2 31:3

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services





Commission Meeting

15

< Z >
zero 29: 19
zoni ng 51:8

DepoTexas, Inc. / Sunbelt Reporting & Litigation Services






                                                                        1







          1   



          2                          BEFORE THE



          3                   TEXAS RACING COMMISSION



          4                        AUSTIN, TEXAS



          5   



          6   



          7   



          8   



          9                      COMMISSION MEETING



         10                        JUNE 10, 2014



         11   



         12   



         13   



         14   



         15   



         16   



         17   



         18        BE IT REMEMBERED that the above-entitled matter



         19   came on for hearing on the 10th day of June, 2014,



         20   beginning at 10:28 a.m. at 105 West 15th Street,



         21   Room 120, Austin, Travis County, Texas, and the



         22   following proceedings were reported by Jan E. Harrison,



         23   Certified Shorthand Reporter for the State of Texas.



         24   



         25   







�

                                                                        2







          1                         APPEARANCES



          2   



          3   COMMISSIONERS:     ROBERT SCHMIDT



          4                      RONALD F. EDERER



          5                      MICHAEL MARTIN



          6                      GLORIA HICKS



          7                      GARY P. ABER



          8                      VICKI WEINBERG



          9                      ANN O'CONNELL



         10                      A. CYNTHIA LEON



         11   



         12   



         13   



         14   



         15   



         16   



         17   



         18   



         19   



         20   



         21   



         22   



         23   



         24   



         25   







�

                                                                        3







          1   PROCEEDINGS                                   10:28 A.M.



          2                 CHAIRMAN SCHMIDT:  We are waiting for one



          3   more commissioner, who is en route in a little traffic



          4   at the airport, so we might start ... on time.  There



          5   she comes.



          6                 Vicki, welcome.



          7                 Well, it's 10:28, and let's get going.



          8   Welcome to the Texas Racing Commission on June 10.



          9                 Mary, call the roll.



         10                 MS. WELCH:  Chairman Robert Schmidt?



         11                 CHAIRMAN SCHMIDT:  Present.



         12                 MS. WELCH:  Commissioner Ron Ederer?



         13                 COMMISSIONER  EDERER:  Present.



         14                 MS. WELCH:  Commissioner Gloria Hicks?



         15                 MS. HICKS:  Here.



         16                 MS. WELCH:  Commissioner Michael Martin?



         17                 COMMISSIONER MARTIN:  Here.



         18                 MS. WELCH:  Commissioner Vicki Weinberg?



         19                 COMMISSIONER WEINBERG:  Here.



         20                 MS. WELCH:  Commissioner Gary Aber?



         21                 COMMISSIONER ABER:  Here.



         22                 MS. WELCH:  Commissioner John Steen?



         23                 Commissioner Ann O'Connell?



         24                 COMMISSIONER O'CONNELL:  Here.



         25                 MS. WELCH:  Commissioner Cynthia Leon?
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          1                 COMMISSIONER LEON:  Here.



          2                 CHAIRMAN SCHMIDT:  Mary, we have a quorum,



          3   don't we?



          4                 MS. WELCH:  We do.



          5                 CHAIRMAN SCHMIDT:  Great.  A quorum is



          6   present.  We have one public comment, Mr. Nick James,



          7   from the Texas Greyhound Association.



          8                 Mr. James, welcome.



          9                 MR. NICK JAMES:  Mr. Chairman and



         10   Commissioners, I'm Nick James, Texas Greyhound



         11   Association.  I'm only here on this particular part of



         12   the agenda to say thanks to the Commission staff and



         13   especially Joel, wherever Joel is, on our injuries that



         14   have gone way down.



         15                 We are right now about 81 injuries for



         16   this year, which is down from 342 last year total.  If



         17   we keep going, we're going to have fewer than 200; and



         18   they're sprains, mostly dislocated toes, very few



         19   breaks.



         20                 So the Commission and Gulf Greyhound have



         21   been working with us and working fantastically to reduce



         22   the injuries, and we appreciate it.



         23                 That's it.



         24                 CHAIRMAN SCHMIDT:  Thank you, sir.  We



         25   appreciate your comments.
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          1                 General business report by the executive



          2   director regarding administrative matters.  First budget



          3   and finance, Lane Goetsch, administration and finance.



          4                 Lane?



          5                 MS. GOETSCH:  Morning, Commissioners.  My



          6   name is Lane Goetsch, director of finance and



          7   administration for the Texas Racing Commission.  I'm



          8   here to give the budget and finance update.



          9                 On Page 4 and 6 of your agenda packet, you



         10   will find the Fiscal Year 2014 Operating Budget



         11   reflecting revenue collections and signatures as of



         12   April 30, 2014.



         13                 As of that date, the agency had collected



         14   6.5 million, or 66 percent of revenues, and expended 5



         15   million, or 54 percent of budget and expenditures.  At



         16   this time, the Racing Commission is in good operating



         17   condition.



         18                 If you have any questions, I will be happy



         19   the answer those questions.



         20                 CHAIRMAN SCHMIDT:  Do the commissioners



         21   have any questions of Ms. Goetsch?



         22                 Thank you, Lane.  Thank you very much.



         23                 Wagering statistics, Lila Smith?



         24   Ms. Smith?



         25                 MS. SMITH:  Good morning, Commissioners.
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          1                 On Page 11 through 13 of your packet, you



          2   will see the wagering statistics for the period of



          3   January 1 through June 30 for both 2013 and 2014.  The



          4   reports reflect that the 2014 total wagering activities



          5   have increased at the horse racetracks by 1.95 percent



          6   and has decreased at the greyhound racetracks by



          7   2.68 percent.



          8                 Do you have any questions?



          9                 CHAIRMAN SCHMIDT:  They're pretty



         10   straightforward.  Right?



         11                 Any questions?



         12                 Thank you, Ms. Smith.



         13                 Racetrack inspections, Jim Blodgett,



         14   director of investigations.



         15                 MR. BLODGETT:  Morning, Commissioners.



         16                 Commissioners, the racetrack inspection



         17   report is included in your agenda packet under the



         18   General Business tab, which covers the period of time



         19   from April 1 to May 31, 2014.



         20                 During this period of time, a total of 16



         21   racetrack inspections were conducted and reported by



         22   staff.  As outlined within your packet, these



         23   inspections were included within the areas of



         24   veterinarian, safety and security, racing,



         25   administration, wagering at the tracks of Lone Star
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          1   Parks, Sam Houston Race Park, Gillespie County Fair,



          2   Gulf Greyhound Park, Gulf Coast Racing and Valley Race



          3   Park.



          4                 A breakdown of the inspections includes



          5   five scheduled inspections, five no-notice inspections



          6   and six follow-up inspections.  For the period of time,



          7   several issues were reported -- several issues that were



          8   reported earlier this year were resolved and currently



          9   no inspection items remain unsatisfactory.



         10                 I'll be happy to answer any questions for



         11   you.



         12                 CHAIRMAN SCHMIDT:  Any questions of Jim?



         13                 Thank you very much, Jim.



         14                 Enforcement report, Joel Speight.



         15                 MR. SPEIGHT:  Included in your information



         16   on Page 15 is the current enforcement report for the



         17   period between April 1 and May 31, 2014.  On May 3,



         18   2014, two animal Class I drug positives occurred during



         19   the quarter horse meet at Sam Houston Race Park.  A



         20   split has been sent off and will be pending.



         21                 Animal one positives now total five for



         22   2014; and the previous quarter, on March 22nd and 29th,



         23   there were three class one positive violations occurring



         24   during the quarter horse meet at Sam Houston Race Park.



         25                 These violations resulted in a total of a
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          1   five-year suspension and $35,000 in fines.  The last two



          2   class one positives occurred, excuse me, on July 7 and



          3   October 12, 2012, during quarter horse meets at the



          4   Retama and Lone Star Parks respectively.  The violations



          5   during this period resulted in two one-year suspensions



          6   with $5,000 fines.  So we have now instituted the new



          7   fines and new penalties.



          8                 In addition, I wanted to direct your



          9   attention to one of the 41 searches conducted during the



         10   third quarter on April 10, 2014.  Four machines were



         11   discovered during one of the administrative inspections



         12   on the jockeys' facilities.



         13                 The machines were found in the ceiling



         14   tiles above the jockeys' sleeping area.  No ownership



         15   was determined.



         16                 I'll answer any questions you have.



         17                 CHAIRMAN SCHMIDT:  Two questions.  One,



         18   where are we sending our splits to, California or



         19   Kentucky?



         20                 MR. SPEIGHT:  Sir, there's a list of



         21   certified splits that have all been RMTC certified that



         22   the trainers can send their splits off to.



         23                 CHAIRMAN SCHMIDT:  It's their option.



         24                 Okay.  Great.  Nice work.  Thank you, sir.



         25                 Chuck Trout, can you present us with the
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          1   strategic plan, please?



          2                 MR. TROUT:  Yes, sir.



          3                 Good morning, Commissioners.  Under



          4   Chapter 2056 of the Texas Government Code, in each



          5   even-numbered year, the agency is required to provide



          6   the governor and the legislative budget board a



          7   five-year strategic plan.



          8                 Staff circulated copies of the plan for



          9   your review and comment, and I appreciate the time you



         10   have taken to review this plan.  We still have a few



         11   days before the June 23 due date in order to address any



         12   suggestions you have, but I would like your approval of



         13   the plan today subject to the final review and approval



         14   of the chairman.



         15                 Any questions?



         16                 CHAIRMAN SCHMIDT:  Any questions for



         17   Director Trout?



         18                 I just had one question about, Chuck, I



         19   guess, Page 13.  You had top 20 states ranked by total



         20   purses paid for thoroughbred races.  I know you're not a



         21   mathematician.  We're ranked 17th in total purses, and



         22   we have a thousand races.  That puts us second to last



         23   in terms of purse per race?



         24                 MR. TROUT:  It's very low, yes, sir.



         25                 CHAIRMAN SCHMIDT:  Okay.  It's a little
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          1   lower, then.



          2                 MR. TROUT:  Yes, sir.



          3                 CHAIRMAN SCHMIDT:  Any questions,



          4   comments?  I'll certainly entertain a motion to approve



          5   the strategic plan.



          6                 MS. HICKS:  I submit the motion.



          7                 CHAIRMAN SCHMIDT:  Motion by Commissioner



          8   Hicks, seconded by Dr. Martin.



          9                 All those in favor, signify by saying



         10   "aye."



         11                 COMMISSIONERS:  Aye.



         12                 CHAIRMAN SCHMIDT:  Anyone opposed?



         13                 That passes unanimously.



         14                 COMMISSIONER  EDERER:  I have one comment.



         15   It's very informative, the report that you put together.



         16   I thought this was -- the strategic plan was very well



         17   done and very informative.



         18                 MR. TROUT:  Thank you.



         19                 COMMISSIONER  EDERER:  I appreciate it.



         20                 Sorry.



         21                 CHAIRMAN SCHMIDT:  No, no.



         22                 Proceedings on racetracks, request by Gulf



         23   Greyhound for approval of amendment to their contract



         24   with United Tote Company.



         25                 Mark, can you lay out the matter for us?
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          1                 MR. FENNER:  Yes, sir.



          2                 Gulf Greyhound Parks has submitted an



          3   amendment to the previously approved contract between



          4   itself and United Tote.  This amendment extends the



          5   contract through May 14 of 2018.



          6                 Our staff has reviewed the contract and



          7   found that it's in compliance with the act and the



          8   rules, and so staff recommends approval of the



          9   amendment.



         10                 CHAIRMAN SCHMIDT:  And there's no public



         11   comment?



         12                 Great.



         13                 Any discussion by the Commission?  Anyone



         14   have any comments, concerns?



         15                 I'll certainly entertain a motion to



         16   approve the request by Gulf Greyhound for approval of



         17   its amendment to its contract with the United Tote



         18   Company.



         19                 COMMISSIONER WEINBERG:  Motion.



         20                 CHAIRMAN SCHMIDT:  Motion by Commissioner



         21   Weinberg and seconded by Commissioner Hicks.



         22                 All those in favor, signify by saying



         23   "aye."



         24                 COMMISSIONERS:  Aye.



         25                 CHAIRMAN SCHMIDT:  All those opposed?
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          1                 Motion carries.



          2                 Okay.  Thank you, Devon.



          3                 Okay.  And the next item is proceedings on



          4   rule-making.  We will consider the proposed amendments



          5   and new rules authorizing historic racing.



          6                 Just a word of introduction, I've had --



          7   I've had a couple of questions informally coming in



          8   today and over the weekend about the rule-making process



          9   and actually how the posting process works and how the



         10   voting process works.



         11                 And just for clarification, today we're



         12   going to discuss -- actually, we're going to discuss two



         13   potential rule changes, and we are just discussing



         14   really the posting process.



         15                 The posting process was really designed by



         16   legislature to ensure transparency.  And once a rule is



         17   vetted by the Commission and comes before the entire



         18   Commission, Commissioners for consideration, the first



         19   step is to consider posting it.



         20                 The idea is, one, it's posted in certain



         21   public domains so everyone can see it, everyone can



         22   comment.  If there's a new nuance that's been missed, it



         23   can be -- the feedback can come back to the Commission,



         24   and it's sort of a fact-finding type of process for the



         25   commissioners in case they miss something in their own
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          1   deliberations.  So I also -- so that's our focus today.



          2   We're going to focus on simply posting potentially two



          3   rule changes today and then we'll vote on three others.



          4                 I would also caution you, the bar for



          5   posting is a low bar.  A commissioner may actually feel



          6   ambivalent or somewhat reluctant to support the rule but



          7   will be willing to support posting the rule, so I



          8   wouldn't read -- I wouldn't overread any postings on the



          9   voting process.



         10                 Going back, then, in the fall of last



         11   year, we were approached by the horsemen regarding



         12   authorizing some new rules regarding historic racing,



         13   and some of the amendments have worked their way through



         14   the Commission, through a Commission subcommittee and



         15   now before us today.



         16                 And I think that I'm going to first



         17   recognize Ken Carson from the Texas Thoroughbred



         18   Association to lay out the matter from their



         19   perspective.



         20                 Mr. Carson, welcome.



         21                 MR. CARSON:  Morning, Commissioners.



         22   Excuse me.



         23                 My name is Ken Carson.  I'm president of



         24   the Texas Thoroughbred Association.  I've been involved



         25   in the thoroughbred industry for about 35 years,
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          1   primarily in Texas.



          2                 I've been the general manager of Valor



          3   Farms for the past 20 years.  Valor Farms -- Valor Farms



          4   was established in the early '90s; and for the first 15



          5   or 16 years, we did very well.



          6                 Then over the past five or six years,



          7   seven years, we have had a number of challenges that



          8   face the horsemen nowadays; and virtually every aspect



          9   of our business has declined, the number of mares we



         10   breed, the number of clients we have, the number of



         11   boarders that we have, what we can charge for our



         12   stallions.  Purses have gone down by any measure.  Every



         13   aspect of our industry has gone down probably 40 or



         14   50 percent.



         15                 We used to employ about 20 to 25 people



         16   given the season annually.  Now that number has probably



         17   sunk to about half of that.  Kentucky horsemen have



         18   successfully countered their declines by incorporating



         19   pari-mutuel wagering on historic races.



         20                 If we don't embrace this new technology,



         21   we won't be able to compete in the future.  This has



         22   been very good for Kentucky, and I think it will be very



         23   good for Texas.



         24                 On behalf of the participants of the Texas



         25   Thoroughbred Association, I respectfully ask you and
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          1   encourage you to adopt these rules, these potential



          2   rules.



          3                 Thank you very much.



          4                 Do you have any questions?



          5                 CHAIRMAN SCHMIDT:  Thank you, Mr. Carson.



          6   We might call you back later, but we don't have any



          7   questions here.



          8                 Jimmy Eller, Texas Quarter Horse



          9   Association.  Mr. Eller, welcome.



         10                 MR. ELLER:  Thank you, Mr. Chairman.  Good



         11   morning, Commissioners.  My name is Jimmy Eller, and I'm



         12   the past president of the Texas Quarter Horse



         13   Association.



         14                 I'm here today to testify on behalf of the



         15   almost 3,000 members of the Texas Quarter Horse



         16   Association and express our support for historical



         17   racing terminals.



         18                 I'm a fourth generation Texan, all of



         19   which have been farmers and ranchers; and I'm in my 32nd



         20   year as owner and operator of Granada Farms in Wheelock,



         21   Texas, just north of College Station.



         22                 It's a commercial breeding --



         23   horse-breeding facility, and my plight as farm owner and



         24   manager is no different than Mr. Carson just explained.



         25   The study that this Commission did a couple of years ago
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          1   is real indicative and correlates and mirrors my plight



          2   in that when you cut purses in half and you cut race



          3   days in half, then you also cut my labor force in half



          4   and the amount of money I spend on feed and grain and



          5   insurance and fertilizer and all those other things that



          6   I know you guys are familiar about.



          7                 And I can tell you sometimes it's real



          8   challenging to attract new and retain existing



          9   customers.  This is especially true in the Texas



         10   horse-racing industry.



         11                 However, through new technology such as



         12   Facebook and Twitter and e-mail, we have been able to



         13   reach out to potential new customers, and we have been



         14   able to do a better job of keeping our current customers



         15   informed.



         16                 Historical racing terminals can do the



         17   very same thing for our Texas horse racing and breeding



         18   industries by capitalizing on these new technologies.



         19   Texas racetracks will be able to attract new customers



         20   and offer new pari-mutuel options for existing



         21   customers.



         22                 I'm sure that you are aware that several



         23   other states have passed similar rules that has given



         24   racetrack management another option to attract new



         25   customers and make a day at the races more enjoyable and
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          1   entertaining.



          2                 Like any sport, however, it's critical to



          3   the continuance of that sport to embrace a younger fan



          4   base.  In order to do that, we need to embrace new



          5   technologies.  And I appreciate this opportunity today



          6   and would urge you on behalf of the Texas Quarter Horse



          7   Association to support the publishing and posting



          8   process and open it for public comment.



          9                 Thank you very much.



         10                 CHAIRMAN SCHMIDT:  Thank you, Mr. Eller;



         11   and again, we may call you back later.



         12                 And then Mr. Bruce Bennett, attorney for



         13   Lone Star Park, Grand Prairie.



         14                 Mr. Bennett, welcome.



         15                 MR. BENNETT:  Thank you, Mr. Chairman,



         16   Commissioners.



         17                 The petition filed with Mr. Trout on



         18   May 27 is from a united industry, which are in unanimous



         19   support of the proposed rules.  The petition contains



         20   the proposed rules authorizing and regulating



         21   pari-mutuel wagering on historical racing and sets forth



         22   the legal authority that you have to publish and adopt



         23   the rules.



         24                 I'm going to briefly talk to you about the



         25   legal authority that you have to adopt and publish or
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          1   publish and adopt the rules.



          2                 And Mr. Philip Oldham and Ms. Katie



          3   Coleman are here to answer any specific questions you



          4   may have about the specific provisions of those rules.



          5   I have a PowerPoint.  I have Mike here to help me



          6   operate it.  I'm not the best at this, but I think I



          7   want to show you a PowerPoint that lays out your legal



          8   authority.



          9                 And we begin with the one that's up there



         10   right now on the screen.  The legislature gives you very



         11   broad authority to license and regulate all aspects of



         12   the horse and greyhound industry in this state.



         13                 You also have the authority to make and



         14   adopt rules regulating pari-mutuel wagering on those



         15   races.  And The Racing Act direct -- gives you and



         16   directs you to make rules and take any other necessary



         17   action relating to such racing.



         18                 As you can see, your power is not



         19   restricted to licensing and regulating live racing.



         20   Considering and adopting the proposed rules, allowing



         21   Texas tracks to offer pari-mutuel wagering on historical



         22   races, falls squarely within your legal authority.



         23                 One reason the legislature gives you such



         24   broad and expansive authority and power is to use it to



         25   keep pace with the new technological developments
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          1   occurring in the industry that you regulate.



          2   Pari-mutuel wagering on historical racing is simply the



          3   latest evolution in the way one can make a pari-mutuel



          4   wager on a horse or greyhound race.



          5                 We began in this industry with making your



          6   wager at a window.  We expanded to self-service



          7   terminals or live and then simulcasting.  Today I can



          8   still make a wager at the track in the old-fashion way



          9   by going to the window, or I can make a wager on a live



         10   race or a simulcast race by using one of the



         11   self-service terminals.



         12                 At Sam Houston, I can do it on my iPhone



         13   when I'm in the -- in the facility.  And I can make one



         14   using a simulcast, make a bet on a simulcast race using



         15   a terminal or, again, at Sam Houston on my iPhone.



         16                 The proposed rules, if adopted, will



         17   simply allow me to use a terminal to make a pari-mutuel



         18   wager on a previously run live race and then to watch a



         19   recording of that race.



         20                 This technological evolution in making a



         21   pari-mutuel wager is, we think, very similar to what we



         22   have seen occur in the book-publishing industry.  You



         23   know, we started with hardback books that evolved into



         24   paperbacks.  Later technology has made books available



         25   on Kindles and iPads.







�

                                                                       20







          1                 The book is still a book, even though I



          2   can read it on my Kindle or iPad.  And a horse race is



          3   still a horse race, even though it's recorded and



          4   displayed on a terminal screen.



          5                 Because other states are taking advantage



          6   of this new and entertaining way of making a pari-mutuel



          7   wager on a race and Texas tracks are not, our racing



          8   industry here in Texas is, as you've heard today from



          9   these gentlemen, at a severe and growing competitive



         10   disadvantage.



         11                 Now, the Racing Act directs you to



         12   consider the impact this disadvantage is having on



         13   members of the Texas agricultural and racing industries



         14   and especially on the breeders and the trainers and to



         15   take necessary action.  We urge you to exercise your



         16   discretion to vote to publish the proposed rules for



         17   comment today.



         18                 Now, you may hear several arguments today



         19   against publishing the proposed rules, but we assure you



         20   that the rules are within your legal authority and power



         21   to publish and to adopt and that the rules comply with



         22   all aspects of the Racing Act.



         23                 Now, one argument you may hear is that



         24   wagering on a historical racing terminal is not



         25   pari-mutuel, but that's wrong for several reasons.
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          1   First, there is no wager against the house.  The track



          2   takes a small commission with the remainder paid to the



          3   winning patron just like it does on live and simulcast



          4   wagers at the tracks today.  The historical racing



          5   wagers are pooled, and the types of wagers and pools are



          6   consistent with those already allowed by your rules.



          7                 Second, the proposed rules require you to



          8   disapprove any historical wagering option that is not



          9   pari-mutuel.  Another argument you may hear is that



         10   wagering on historical racing terminals is a lottery



         11   forbidden by the Texas Constitution and that the



         12   terminal is a slot machine.



         13                 But that's wrong, too, Commissioners.  The



         14   proposal concerns pari-mutuel wagering on horse and



         15   greyhound races.  The Texas courts have already ruled



         16   that such wagering is not a lottery or illegal gaming



         17   device.



         18                 Furthermore, a slot machine is a device



         19   that awards cash or prizes solely on the basis of chance



         20   and is not affected by the skill, judgment or knowledge



         21   of a particular player.  In addition, slot machines are



         22   bets against the house.  Pari-mutuel wagering is not.



         23                 Pari-mutuel wagering on historical racing



         24   is not a game of chance and it's not a bet against the



         25   house.  It's connected to a central tote system and
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          1   divided into pools just like your regular wager is done



          2   today, according to your rules.



          3                 That terminal, that historical racing



          4   terminal, is not going to work if you unplug it from the



          5   central system and take it to your house.  It's not



          6   going to work.  Slot machines, they can do that.  You



          7   can just take them to your house.  It's illegal to do



          8   it, but they're not going to work.  So this is nothing



          9   like a slot machine.



         10                 As I said before, the historical racing



         11   terminal is simply a new technological means of making a



         12   pari-mutuel wager on an actual race.  The proposed rules



         13   give you the power and the obligation, Commissioners, to



         14   ensure through regulatory approval, independent testing



         15   and independent inspection, that the racing terminals



         16   are substantively identical -- the wagers made on those



         17   racing terminals are substantively identical to the



         18   pari-mutuel wagers authorized by your rules and made



         19   daily at the Texas tracks on simulcast and live races.



         20                 So whether you decide today to publish and



         21   ultimately adopt the proposed rules is not a question of



         22   your legal authority, you have it; but it's, rather, one



         23   of your discretion.  We ask you to exercise that



         24   discretion and authority that you have to vote to



         25   publish.
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          1                 And if anyone today argues that you lack



          2   the legal authority to publish and adopt the rules, then



          3   ask him or her to show you the exact basis for that



          4   position, because we don't believe it exists.



          5                 I'll be happy to answer any questions that



          6   you have.



          7                 CHAIRMAN SCHMIDT:  Any questions for



          8   Mr. Bennett?



          9                 Ann?



         10                 COMMISSIONER O'CONNELL:  Does the



         11   Commission have the authority to establish a state share



         12   of the proceeds from the historical racing?  Because I'm



         13   under the impression that the Racing Act establishes the



         14   state's share from live racing and also from simulcast.



         15                 MR. BENNETT:  Commissioner, we think you



         16   can make an argument to that effect, but we -- the



         17   proposed rules do not provide for a state share or for,



         18   we call it, tax.



         19                 Although you have the authority to prevent



         20   the pari-mutuel wagering on historical races, we believe



         21   a court could rule that only the legislature can impose



         22   a tax or decide to impose a tax on that form of



         23   wagering.



         24                 That's what occurred in Kentucky.  The



         25   Kentucky Racing Commission did include a tax in the
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          1   proposed rules, but the Kentucky appellate courts struck



          2   that down.



          3                 Their rationale was that only the



          4   legislature can decide whether or not to tax the



          5   pari-mutuel wagering on historical racing.  So we



          6   believe it is prudent not to include the tax in these



          7   rules.



          8                 CHAIRMAN SCHMIDT:  Any questions of



          9   Mr. Bennett?



         10                 Thank you very much, Mr. Bennett.  We may



         11   ask you to come back and visit with us a little bit.



         12                 MR. BENNETT:  Thank you.



         13                 CHAIRMAN SCHMIDT:  Mark, could you also



         14   review whether or not the Commission has the authority



         15   to propose these rules?



         16                 MR. FENNER:  Yes, sir.



         17                 Commissioners, what I can tell you is that



         18   the request that they have submitted complies with the



         19   Commission's rule-making procedures that are set out in



         20   Chapter 307, and that in reviewing the act, I found



         21   nothing in the Act that specifically prohibits the



         22   proposed interpretation of your authority to adopt these



         23   rules.



         24                 So I would tell you that if the Commission



         25   would like to publish the rules for public comment so
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          1   you can make an informed decision as to whether it's



          2   good policy or not, that you can do so.



          3                 CHAIRMAN SCHMIDT:  Okay.



          4                 Any questions of Mr. Fenner?



          5                 Great.



          6                 COMMISSIONER O'CONNELL:  I have a



          7   question.



          8                 CHAIRMAN SCHMIDT:  Yes, Ms. O'Connell.



          9                 COMMISSIONER O'CONNELL:  What is the legal



         10   support in favor of us -- in favor of this Commission



         11   moving forward?  Who would happen if these rules were



         12   changed in court?  What would the chances of success be?



         13                 MR. FENNER:  Well, there are no



         14   guarantees.  If you go to court, we may lose.  If this



         15   were adopted and put into place, reasonable minds could



         16   differ; however, the problem for a challenger is they're



         17   going to be making arguments, I believe, based on policy



         18   that this is legislative intent.



         19                 They are not going to be able, as far as I



         20   can tell, to look to a specific provision in the act and



         21   say, "You can't do this."  So, you know, I'm not really



         22   in a position to give you odds, even though it's the



         23   Racing Commission.



         24                 CHAIRMAN SCHMIDT:  Any further questions



         25   of Mr. Fenner at this time from the commissioners?







�

                                                                       26







          1                 Okay.  We move to public comment.  I think



          2   we have one other public comment.  Mr. Weems from Grand



          3   Prairie.  He represents Stop Predatory Gaming Texas.



          4                 Welcome.



          5                 MR. WEEMS:  If I may, the organization I



          6   represent is Stop Predatory Gambling Texas.  We think



          7   that the stakes is quite an important one.



          8                 CHAIRMAN SCHMIDT:  Okay.  I'm sorry.



          9                 MR. WEEMS:  It is my honor to testify



         10   today before the distinguished Racing Commission.  My



         11   name is Rodger Weems, and I'm privileged to serve as



         12   chairman of Stop Predatory Gambling Texas.



         13                 Although I'm sure you'll understand --



         14                 COMMISSIONER  EDERER:  Mr. Weems, excuse



         15   me.  I'd like to have a little clarification, if I



         16   could.



         17                 Are you an attorney?



         18                 MR. WEEMS:  I am not.



         19                 COMMISSIONER  EDERER:  Are you a lobbiest?



         20                 MR. WEEMS:  I am not.



         21                 COMMISSIONER  EDERER:  And you represent



         22   who?



         23                 MR. WEEMS:  Stop Predatory Gambling Texas.



         24   I am the chair.  It as an entirely voluntary



         25   organization, entirely voluntary chairmanship and so ...
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          1                 COMMISSIONER  EDERER:  How many members do



          2   you have in your organization?



          3                 MR. WEEMS:  I honestly couldn't tell you



          4   right now.  I will tell you that our board of directors,



          5   which meets semiannually in Dallas, the attendance



          6   generally is about 40; but I don't keep the membership



          7   rolls and I don't want to misrepresent before you.



          8                 COMMISSIONER  EDERER:  So you have at



          9   least 40.



         10                 MR. WEEMS:  That would be -- that would be



         11   a fair statement.



         12                 COMMISSIONER  EDERER:  Thank you.  Sorry



         13   to interrupt you.



         14                 MR. WEEMS:  Although you'll understand the



         15   need for plain, perhaps even blunt words today, let me



         16   assure you of my respect for this Commission and for the



         17   great state of Texas you serve.



         18                 It's almost been 20 years since I last



         19   testified before the honorable Texas Racing Commission.



         20   On that, the industry testimony was pretty much the same



         21   as today with a few variations, of course.



         22                 The racetrack industry said they simply



         23   must expand to different forms of gaming or the entire



         24   industry would disappear.  They also brought it to you



         25   for rule making, that is, to your predecessors, because
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          1   it is a rule, a law, that the legislature had not and,



          2   insofar as I know, would not pass.



          3                 With all due respect, we've heard this all



          4   before.  Perhaps my best contribution to today's



          5   proceedings is in the form of a couple of analogies or



          6   anecdotes, if you prefer.



          7                 The first of these comes from Abraham



          8   Lincoln.  Lincoln once asked an associate, "How many



          9   legs does a horse have?"



         10                 His associate answered, "Four."



         11                 "And if we call his tail a leg, how many



         12   legs would he have then?"  The associate answered, "I



         13   guess five."



         14                 "I'm afraid that's wrong," Lincoln said.



         15   "Calling a tail a leg doesn't make it a leg."



         16                 In the same vein, calling a slot machine



         17   "historical racing" does doesn't make it pari-mutuel



         18   gambling.



         19                 While it is true, as my fellow Grand



         20   Prairie resident has said, that some states like



         21   Kentucky have declared historical racing to be



         22   pari-mutuel, other states like Wyoming have looked at



         23   the same issue and said that it is not, that it is



         24   slot-machine-type gambling.  So, at a bare minimum, the



         25   experience of other states says proceed through this
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          1   landmine with extreme caution.



          2                 Further, if it's true that upwards of



          3   85 percent of Texans favor gambling expansion of



          4   racetracks, as some advocates of gambling expansion have



          5   expressed, why do Texans consistently send to the Texas



          6   legislature members who refuse to enact gambling



          7   expansion, and why do they elect attorneys general,



          8   whose opinions consistently uphold the prohibition in



          9   the state constitution against gambling?



         10                 I respect the opinion of the distinguished



         11   attorney who has said that this is pari-mutuel.  With



         12   all due respect, why don't you check that opinion out by



         13   asking the opinion of the state attorney general's



         14   opinions committee since, let's be frank, it is more



         15   likely than not to wind up in that office anyway.  Facts



         16   are stubborn things.  They refuse to succumb to a change



         17   of names.



         18                 Second anecdote; some years ago just after



         19   the Texas legislature passed a zero tolerance bill for



         20   juvenile DWI, the Texas Alcoholic Beverage Commission



         21   noticed a pattern; when underaged drinkers were caught



         22   having ingested alcohol, even though they were not



         23   legally intoxicated, those underaged drinkers would only



         24   protest, "But I only had one drink."  In response, the



         25   TABC enacted an education campaign directed at underaged
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          1   drinkers that was bluntly titled, "What part of 21 do



          2   you not understand?"



          3                 With apologies for similar bluntness here,



          4   perhaps a similar question might be posed to those



          5   proposing this rule making today.  That part is -- that



          6   question is:  What part of 'there's a legislative



          7   process' do you not understand?



          8                 The only way rule-making can succeed is by



          9   persuading the honorable members of this Commission that



         10   it is not gambling expansion, which it is, and that it



         11   is not a violation of the Texas Constitution, which it



         12   is.



         13                 It can be renamed a dozen different times,



         14   but the stubborn fact remains.  I leave it to others far



         15   wiser than I to determine whether you can take this



         16   action today.  I would ask your own good reason and will



         17   as to whether it's something you should.



         18                 I thank you for your attention and your



         19   courtesies.



         20                 CHAIRMAN SCHMIDT:  Thank you, Mr. Weems.



         21   Just one second.  Do we have any questions of Mr. Weems?



         22                 All right.  Thank you, sir.  I appreciate



         23   it.



         24                 I think that takes care of all the public



         25   comment.  I just wanted to appreciate all the folks who
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          1   have been willing to serve as resources.  I'd like to



          2   just call Mr. Oldham up to the microphone.  I just had



          3   two quick questions, and we're going to open it up to



          4   further discussion.



          5                 Can you just -- can you work through us



          6   how the flow of money and how this is going to help the



          7   horses and help the purses?



          8                 MR. OLDHAM:  Sure.  I just want to get my



          9   statute.



         10                 CHAIRMAN SCHMIDT:  Uh-huh.



         11                 MR. OLDHAM:  So the way this has been



         12   structured and in discussions with the horsemen, as well



         13   as the Commission staff, who I would commend, by the



         14   way, for their assistance in this, was to require the



         15   entering into of agreements between the horse industry



         16   and the facilities, the associations that operate the



         17   tracks.



         18                 And that process is delineated in your



         19   packet under Subchapter F, and this is in Rule 321 or



         20   Proposed Rule 321.703.  It requires before you engage or



         21   have the privilege of engaging in wagering, pari-mutuel



         22   wagering on historical races, that you have a valid



         23   contract with the horsemen's representative authorized



         24   under Section 309.299 and a valid contract with the



         25   official breed registries.  That, then, would allow you
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          1   to begin to conduct pari-mutuel wagering on historical



          2   racing.



          3                 Now, that doesn't tell you exactly what



          4   the allocation is between the breeds or what we refer to



          5   as the breed splits under the rule.  That would be under



          6   a separate agreement; and in that way, the money would



          7   be able to be -- start to come in for purses and then



          8   ultimately that second set of agreements would determine



          9   which breed splits it received, what amounts of those



         10   funds.



         11                 If the breed splits cannot come to an



         12   agreement, that money would be escrowed through the



         13   agency for the benefit of those breeds.  So that's the



         14   mechanism by which the additional funds for purses that



         15   are generated from the machines -- I'm sorry, the



         16   terminals that -- how those would then flow again to the



         17   horse industry.



         18                 CHAIRMAN SCHMIDT:  I'm not holding you to



         19   any specifics because I realize this is a negotiation.



         20   Just in general terms, assuming we accept that this is a



         21   pari-mutuel wager -- okay? -- 80 percent of the money



         22   goes among the betters.  Right?  Does the house keep



         23   10 percent and the horsemen keep roughly 10 percent?



         24   Are those the types of numbers we're talking about?



         25                 MR. OLDHAM:  Obviously, each state that
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          1   has done this has come up with a slightly different sort



          2   of allocation of the split between the association.



          3   That obviously -- and how much, then, ultimately goes to



          4   the betting public, which would be determined on what



          5   makes this a competitive product.  And so I think that



          6   those numbers, give or take, are sort of what people are



          7   looking at and thinking about.



          8                 I think that -- and again, I want to



          9   commend the entire industry for coming together and



         10   having fruitful discussions about this, because I think



         11   everybody benefits when it succeeds, when the product



         12   works and the horse industry receives the benefits they



         13   would like to receive from it, as well as the tracks,



         14   who are making the investment in this product.



         15                 So I think, you know, give or take, I



         16   think you can look at Kentucky and see what the



         17   differentials are there, the allocations, and say that



         18   looks -- would probably look similar here.



         19                 CHAIRMAN SCHMIDT:  Okay.  One other



         20   question.  I literally don't want to put the cart before



         21   the horse.



         22                 Were these things to go forward just as a



         23   matter of housekeeping, do you see us -- I'm thinking



         24   about the Racing Commission as an administrative body



         25   here.
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          1                 MR. OLDHAM:  Right.



          2                 CHAIRMAN SCHMIDT:  Is it going to require



          3   additional funds, additional investigators, or is this



          4   just part of the tote system, we just simply open up



          5   additional windows?  Are there going to be additional



          6   demands for our regulatory responsibilities to supervise



          7   these at the various tracks?



          8                 MR. OLDHAM:  You know, Mr. Chairman, we've



          9   had a little bit of that discussion with your staff in



         10   terms of would there be additional demands on the agency



         11   going forward.



         12                 As you know, the industry through



         13   assessment funds the agency through fees authorized by



         14   the statute.  I think our view on that would be to take



         15   a somewhat of a wait-and-see.



         16                 CHAIRMAN SCHMIDT:  Uh-huh.



         17                 MR. OLDHAM:  You're correct; this is a



         18   standard tote system with a few additional elements, and



         19   it could turn out that it fits largely within your



         20   existing agency personnel and infrastructure; but to the



         21   extent that there is some additional demands on the



         22   agency, we would expect your staff, through its normal



         23   process, to assess those needs and then develop a



         24   program, in essence, to ensure that those get taken care



         25   of.
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          1                 CHAIRMAN SCHMIDT:  Thank you, sir, for



          2   coming up.



          3                 Any other questions for him?  I appreciate



          4   your input.



          5                 MR. OLDHAM:  Thank you, Mr. Chairman.



          6                 CHAIRMAN SCHMIDT:  We have one other



          7   individual who submitted a card to testify, Ms. Stacy



          8   Kerby.



          9                 Ms. Kerby, you are here with the Texas



         10   Humane Legislative Network from Austin.  Welcome.



         11                 MS. KERBY:  Thank you so much for letting



         12   me address you today.



         13                 I represent the Texas Humane Legislation



         14   Network.  We are a mainstream animal welfare nonprofit



         15   organization in Texas.  We have approximately 8,000



         16   members across the state.  We are not a national



         17   organization.  We're not a local organization.



         18                 We draw Texans from all corners of Texas



         19   to promote the humane treatment of animals through



         20   legislation, legislation and advocacy.  This measure in



         21   particular, making historical racing with regard to



         22   greyhound racing, allowing that to pass, we believe that



         23   that would prop up a dying industry of greyhound racing.



         24                 It's our understanding there's only one



         25   park left that allows live dogs -- live dog racing, Gulf
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          1   Greyhound Park.



          2                 During a five-year span, between 2008 and



          3   2013, over 2,000 injuries were recorded; and of those



          4   2,000 injuries, 86 were so severe that the dogs either



          5   had to be euthanized or they died of their injuries.



          6                 There's good reason why live greyhound



          7   racing is in decline.  Much attention has been brought



          8   to the treatment of the animals.  They are warehoused in



          9   their kennels, which are typically three-feet high,



         10   four-feet long, three-feet wide.



         11                 They live their entire lives in their



         12   kennels, except when they're being used on the



         13   racetrack.  So, for that reason, we are interested in



         14   whether or not this measure passes.



         15                 Additionally, we take issues down to the



         16   legislature when they are in session; and during the



         17   2013 legislative session, the Texas legislature did, in



         18   fact, pass the strongest penalties yet with regard to



         19   violations at greyhound racing tracks.  And we believe



         20   that this is something that they should take a look at



         21   as opposed to circumventing the legislative process.



         22                 I did bring a letter for you here today.



         23   If it pleases the Commission, I'll hand that in at the



         24   end of any questions you may have.



         25                 Thank you.
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          1                 CHAIRMAN SCHMIDT:  Thank you, Ms. Kerby.



          2                 Any questions of Ms. Kerby?



          3                 Thank you very much, ma'am.  We appreciate



          4   it.



          5                 MS. KERBY:  Thank you.



          6                 CHAIRMAN SCHMIDT:  Okay.  We've completed



          7   public comment.



          8                 First of all, I'd like to thank the



          9   advisory committee on pari-mutuel wagering.



         10   Commissioner Steen is overseas.  We appreciate the



         11   efforts of Vice Chair Ederer and Dr. Martin, multiple



         12   meetings, extensive legwork.  We appreciate your efforts



         13   and appreciate the interest.



         14                 Do you have any comments, suggestions or



         15   thoughts right now?



         16                 COMMISSIONER  EDERER:  Well, there's been



         17   a lot of hard work.  There have been a number of



         18   attorneys representing not only the tracks, but the



         19   horsemen.  And there has been -- it's been a unified



         20   effort to review historical racing to determine if, in



         21   fact, the legality is there, that we do have the



         22   authority to go forward.  They have come forward with



         23   their determination, as Mr. Bennett has just set out



         24   very clearly.



         25                 I believe what the industry is trying to
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          1   do is they're trying to bring the Texas racing industry



          2   into the 21st century.  I think it's been an awful lot



          3   of hard work.  Like I said, I think what Mr. Bennett has



          4   set out is very clear demonstration of the work that has



          5   been put forward.



          6                 I believe that we do have the authority to



          7   go forward, and certainly I would like to see this



          8   matter posted.  I think that's where we are now.  And,



          9   of course, that gives the public the opportunity to give



         10   us further information to go forward.



         11                 CHAIRMAN SCHMIDT:  Mr. Martin, anything?



         12                 COMMISSIONER MARTIN:  I feel the same way.



         13   Racing has suffered in Texas, and it seems like we're



         14   always a step behind the other states in doing things.



         15   And bringing us up with the latest technology and -- and



         16   like was mentioned earlier, whether it's an iPad or



         17   whatever it is, this is just new technology and it is



         18   not slot machines.  It's pari-mutuel.  And I agree with



         19   Mr. Ederer about I would certainly want to see it



         20   posted, also.



         21                 CHAIRMAN SCHMIDT:  Any other comments?



         22                 Commissioner O'Connell?



         23                 COMMISSIONER O'CONNELL:  Yes.



         24                 The comptroller appreciates all the hard



         25   work done exploring this issue, but the comptroller will
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          1   be casting a "no" vote on the posting of the proposed



          2   rules in the Texas Register.  She strongly supports open



          3   government, and she values public comment on proposed



          4   rules that fall squarely within the rule-making



          5   authority of the Commission.



          6                 But she believes that these proposed rules



          7   are not within the commission's rule-making authority.



          8   And because public comment cannot cure that, she



          9   believes that these rules should not be posted.



         10                 I think the testimony that we've heard



         11   today, even from the general counsel of the Racing



         12   Commission, with all due respect, shows that the



         13   authority of the Commission to move forward here is



         14   arguable at best and certainly incomplete as evidenced



         15   by the testimony we've heard from the counsel from



         16   industry stakeholders, that the Commission does not have



         17   the authority to establish a state share or allocate the



         18   flow of money that would come out of historical racing.



         19                 So the comptroller believes that this



         20   would be a very significant impact on pari-mutuel



         21   wagering, that it is such that the legislature is the



         22   appropriate venue for moving this proposal forward, if



         23   it is to move forward.



         24                 COMMISSIONER  EDERER:  The basis for that?



         25   Give us the basis for your comment, please.
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          1                 COMMISSIONER O'CONNELL:  I believe



          2   Mr. Fenner has indicated that a challenge -- the outcome



          3   of a challenge is that there are no guarantees, that it



          4   is --



          5                 COMMISSIONER  EDERER:  Well, isn't that



          6   the case -- isn't that the case in every law that has



          7   ever passed, in every lawsuit that has -- ever takes



          8   place?



          9                 COMMISSIONER O'CONNELL:  Well, not



         10   necessarily.



         11                 COMMISSIONER  EDERER:  There's never



         12   guarantees.  It can always go one way or the other.



         13                 COMMISSIONER O'CONNELL:  No, but there is



         14   certainly a range of what authority that one can stand



         15   on to move forward with their proposition.



         16                 COMMISSIONER  EDERER:  What is that



         17   authority?  That's what I'm asking.



         18                 COMMISSIONER O'CONNELL:  I think that's



         19   what the comptroller believes, it is not -- the



         20   authority is not there.  She does not agree with the



         21   interpretation of some of the other stakeholders.



         22                 COMMISSIONER  EDERER:  What does she base



         23   that on?



         24                 COMMISSIONER O'CONNELL:  She is basing



         25   that on her expertise as an attorney reading this for
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          1   herself and having her opinion about whether or not the



          2   authority is there and whether or not it is good public



          3   policy to move forward with changing the landscape this



          4   significantly without legislative action, typically if



          5   there is going to be no benefit to the citizens of the



          6   State of Texas and the general revenue fund.



          7                 She does not believe that the rules that



          8   are being cited allow -- were intended to allow the



          9   Commission to establish a new form of gaming that would



         10   not benefit the State of Texas.  She thinks that that is



         11   the purview of the legislature.



         12                 COMMISSIONER  EDERER:  But there is no new



         13   form of gaming.  It's the same form of gaming; and if,



         14   in fact -- it's my understanding that the only person



         15   that could tax this is the comptroller, and so the



         16   comptroller does have the authority, is my



         17   understanding, to go forward, which we don't have the



         18   authority to tax.



         19                 COMMISSIONER O'CONNELL:  The comptroller



         20   is only allowed to enforce a tax.  The comptroller does



         21   not make a tax, and the comptroller does not establish



         22   the state's share.  That is done by the legislature.



         23                 COMMISSIONER  EDERER:  Then they can do



         24   that, that's correct.



         25                 COMMISSIONER O'CONNELL:  The legislature.
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          1                 COMMISSIONER  EDERER:  That's correct.  We



          2   don't have the authority to tax anything.



          3                 COMMISSIONER O'CONNELL:  Right.



          4                 COMMISSIONER  EDERER:  But we are giving



          5   the legislature the ability to make a lot more money by



          6   being able to tax.



          7                 COMMISSIONER O'CONNELL:  Well, I believe



          8   historically the legislature has not adopted new forms



          9   of pari-mutuel wagering without including a total



         10   package that discusses how the money is going to go



         11   down; and as the state's chief financial officer, that's



         12   concerning to her, and so that is her vote.



         13                 And we certainly respect your opinion,



         14   Commissioner Ederer, but that is the way the comptroller



         15   will be voting today.



         16                 COMMISSIONER  EDERER:  Fine.



         17                 COMMISSIONER ABER:  Let me make a comment.



         18                 What's wrong with posting it and letting



         19   it go through the process?



         20                 CHAIRMAN SCHMIDT:  Any other comments?



         21                 COMMISSIONER WEINBERG:  I have a question.



         22                 Arkansas and Kentucky are the states that



         23   have this in place.  Is that correct?



         24                 CHAIRMAN SCHMIDT:  Yes.



         25                 COMMISSIONER WEINBERG:  And what
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          1   percentage of increases in revenues were brought to



          2   their tracks or the industry?



          3                 CHAIRMAN SCHMIDT:  We have to rely on



          4   resources.  Are you able to provide that?



          5                 MR. OLDHAM:  Yeah.



          6                 If you look, Mr. Chairman, Commissioners,



          7   again, back at the submission, there is some discussion



          8   about the impact.  This is on the first page of the



          9   letter that was submitted by the entire industry.



         10                 There's some -- there's some information,



         11   and I think we have a little bit more.  First, at the



         12   bottom of that page, it talks about the declines in



         13   Texas.



         14                 And I thought there was something here --



         15   Mr. Bennett, do you want to come up here as well, if you



         16   don't mind?



         17                 CHAIRMAN SCHMIDT:  No, we just need some



         18   information.  That would be great.  Thank you.



         19                 MR. OLDHAM:  This is obviously laying out



         20   the comparison between Texas and Kentucky at the bottom



         21   of that page; and if you -- if you look for thoroughbred



         22   or horse races in Texas, 139,459 compared to 352,235 in



         23   Kentucky.



         24                 I know that we have looked at the



         25   situation in Kentucky.  Since they got this product,
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          1   there have been increases every year in the purse



          2   levels.



          3                 MR. BENNETT:  I think they were



          4   experiencing the same decline in purses and things that



          5   we have here; and when this was new, you know,



          6   pari-mutuel wagering on historical racing was introduced



          7   there, they reversed those declines.



          8                 And as Mr. Oldham just pointed out, you



          9   can see the effect it's having on Texas; our purses are



         10   going down, theirs are going up because they have this



         11   forum to support live racing, which is the overriding



         12   goal, is to support live racing, which is going to help



         13   the Texas industry, who will pay more in taxes and sales



         14   taxes, because the breeders will be doing better, they



         15   will be selling more feed for those horses, and



         16   everybody is going to benefit out of this.



         17                 MR. OLDHAM:  So I would say, Commissioner,



         18   I don't have an exact percentage increase, but I know



         19   it's year-over-year increases that have occurred in



         20   Kentucky and Arkansas as a result of the implementation



         21   or the ability to make pari-mutuel wagers on historical



         22   races.



         23                 COMMISSIONER  EDERER:  Is Mr. Lewis here



         24   from Arkansas?



         25                 CHAIRMAN SCHMIDT:  You mean we've got
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          1   Dr. Lewis here.  Or Mr. Cella?



          2                 COMMISSIONER  EDERER:  The fellow that



          3   made the presentation to -- at one of our --



          4                 MR. BENNETT:  No, he's not here.



          5                 COMMISSIONER  EDERER:  Well, if I remember



          6   his presentation, he stated that the racing industry was



          7   dying in Arkansas, and they were desperately trying to



          8   find something that would help bring the industry back;



          9   and this, in fact, has brought it back.  I know it was



         10   very positive what he was saying, how it has



         11   successfully rejuvenated the racing industry in



         12   Arkansas.



         13                 MR. OLDHAM:  And, Commissioner, if I might



         14   suggest, perhaps in public comment we could provide some



         15   additional information in relation to the financial



         16   impact of the product and some of the other



         17   jurisdictions.



         18                 CHAIRMAN SCHMIDT:  I think we would be



         19   more interested in Arkansas pre and post.  I think the



         20   one problem with Kentucky numbers is historically they



         21   get a little extra funds from the Kentucky Derby and



         22   Keeneland has been a high-running track.



         23                 So there have been little industry decline



         24   there, but Arkansas is a better comparison for the



         25   Commission, if that's possible.
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          1                 MR. OLDHAM:  We will try to put data



          2   together.



          3                 COMMISSIONER  EDERER:  Also, I'd like to



          4   see, along with the comptroller's office, what benefit



          5   Texas will get from this step, this procedure.  I think



          6   that that's -- that would be very important for us to



          7   know.  So, in your research, the feedback that we will



          8   get from the public, I think, this will be very helpful.



          9                 MR. BENNETT:  I know the breeders are



         10   leaving the state for other states, so we are losing all



         11   that.  What they bring to their community, you know, the



         12   taxes they pay, they are moving their operations out.



         13   It will stop that.



         14                 CHAIRMAN SCHMIDT:  Thank you, Gentlemen.



         15   Thank you very much.



         16                 MR. OLDHAM:  Thank you.



         17                 CHAIRMAN SCHMIDT:  Any other questions by



         18   any other commissioners?



         19                 I think we have vetted this -- I'll



         20   certainly entertain a motion to publish the proposed



         21   amendments described in Sections V.A. and V.X. in the



         22   Texas Register for public comment.



         23                 Motion made by Vice Chair Ederer and



         24   seconded by Dr. Martin.  I think we had enough



         25   discussion.  I think we ought to call this for a vote.
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          1   Roll call vote?



          2                 MS. WELCH:  Chairman Robert Schmidt?



          3                 CHAIRMAN SCHMIDT:  In favor.



          4                 MS. WELCH:  Commissioner Ron Ederer?



          5                 COMMISSIONER  EDERER:  In favor.



          6                 MS. WELCH:  Commissioner Gloria Hicks?



          7                 MS. HICKS:  In favor.



          8                 MS. WELCH:  Commissioner Michael Martin?



          9                 COMMISSIONER MARTIN:  In favor.



         10                 MS. WELCH:  Commissioner Vicki Weinberg?



         11                 COMMISSIONER WEINBERG:  In favor.



         12                 MS. WELCH:  Commissioner Gary Aber?



         13                 COMMISSIONER ABER:  In favor.



         14                 MS. WELCH:  Commissioner Ann O'Connell?



         15                 COMMISSIONER O'CONNELL:  Against.



         16                 MS. WELCH:  Commissioner Cynthia Leon?



         17                 COMMISSIONER LEON:  In favor.



         18                 CHAIRMAN SCHMIDT:  I think the motion



         19   carries.  And, Mark, please post it in the Texas



         20   Register.  As we discussed, this is a vetting process in



         21   the Register.  We welcome more comment, scrutiny; and we



         22   will come back in August in the fall or December to make



         23   a final decision.



         24                 Next item is new rule proposal, Rule



         25   309.13, for Temporary License to Conduct Racing.  And
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          1   I'd like to note that this has not been forwarded to the



          2   Commission from the rules committee.  The rules



          3   committee did not take the position to include it on the



          4   agenda.  They gave the chair the option, and I did



          5   authorize the staff before.  So this has not been



          6   endorsed by the rules committee.



          7                 Mark, can you lay the item out for us,



          8   please?



          9                 MR. FENNER:  Yes, sir.



         10                 Proposed new Rule 309.13 will outline the



         11   temporary license to conduct racing at locations other



         12   than the designated locations.  You'll see on Pages 106



         13   through 108 of the packet the specific proposal that



         14   you're considering.



         15                 Now, it addresses the standards for



         16   issuance of a temporary license, the information that



         17   must be in the application for a temporary license, and



         18   provisions relating to the expiration of the license.



         19   It also includes a provision allowing the Commission to



         20   require a bond from the licensee to ensure that the



         21   proposed live race days are run.



         22                 Now, at Saddle Brook Park's request, the



         23   rule also contains a provision allowing the Commission



         24   to grant a two-year extension of a temporary license as



         25   long as the extension is granted before the license
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          1   expires.



          2                 To request an extension, the licensee



          3   would have to submit a management and business plan



          4   describing its strategy for funding and completing



          5   construction of the permanent facility within the period



          6   of the extension.



          7                 Once the license expires, an association



          8   has no ability to extend the temporary license or to get



          9   a new temporary license.  As the chairman mentioned,



         10   this was discussed at the rules committee meeting on



         11   May 20 and the chairman authorized staff to bring it to



         12   you on this agenda.



         13                 CHAIRMAN SCHMIDT:  Okay.  Thank you, Mark.



         14                 I'd like to recognize Brian Newby



         15   representing Saddle Brook, traveled here from Fort



         16   Worth.



         17                 Welcome, Mr. Newby.



         18                 MR. NEWBY:  Thank you, Mr. Chairman,



         19   Commissioners.



         20                 My name is Brian Newby.  I'm an attorney



         21   from Fort Worth, and I'm here representing Saddle Brook



         22   Park, LLC, and I'm joined here by the CEO of Saddle



         23   Brook, Lynn Alexander, and also by Jeff Hooper.



         24                 I'd like to begin my presentation by



         25   thanking the Commission and its staff for the support
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          1   for license holders and the true commitment that you



          2   always had to ensure successful racing in Texas.  And I



          3   recognize that you have addressed some very challenging



          4   issues here this morning; and because of that, you also



          5   need to be commended.



          6                 Now, Mr. Fenner did a good job of kind of



          7   laying out the rule, and I'd like to focus on a couple



          8   of pieces to that.  We've had a very, very good



          9   opportunity to work with the Commission staff on this



         10   proposed rule, and it really focuses on two points.



         11                 The first is ensuring that there's a rule



         12   that describes how we craft the issuance of temporary



         13   licenses in Texas; and that, we believe, will benefit



         14   not only Saddle Brook but also the entire industry.



         15                 But the proposed rule also sets out the



         16   exact sequence in the process of that, how that



         17   application is going to be submitted to you and confirms



         18   that that license expires after the expiration of two



         19   years.



         20                 Now, we've also added the second piece to



         21   that, and that is the extension of a temporary license.



         22   And that extension is very important in that it provides



         23   the Commission with complete control -- complete control



         24   over how that extension is going to be issued.



         25                 And this is how it does it.  First off,
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          1   with the issuance of a temporary license, you have to



          2   hold a valid license.  You also have to ensure that



          3   you've not completed construction within the designated



          4   location of a license holder.



          5                 The temporary location that you're going



          6   to be placing your facility has to be in the same county



          7   as the designated county.  You have to make sure that



          8   you meet all zoning laws, and you have to ensure that



          9   the association has no outstanding fees or bonds for the



         10   Commission and the Commission has also issued future



         11   race dates.  If the Commission finds that the temporary



         12   license is in the public interest, then they can issue



         13   that temporary license.



         14                 And the reason I went through all of that



         15   is because that's really the test, the test that you



         16   will look at in issuing both the temporary license as



         17   well as an extension, and the standards are the same.



         18                 Now, in regards to the extension of a



         19   license, that is going to be done through a written



         20   request, and that written request is important because



         21   it will detail specifically through a management plan



         22   and a business plan how the temporary license is in the



         23   best interest of not only the license holder but also



         24   the industry in general.



         25                 And that will be submitted to the
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          1   Commission for its review and its analysis, so you'll



          2   have an opportunity to review that application, examine



          3   it and make decisions for yourself.



          4                 And it's upon the completion of that



          5   review that you'll have an opportunity to then exercise



          6   that control by either approving the temporary license



          7   or refusing to extend the temporary license.



          8                 And the Commission then, under the draft



          9   rule that we presented to you, has another opportunity,



         10   an opportunity to monitor that extended temporary



         11   license after one year and get a progress report from



         12   the license holder.



         13                 Now, we have not proposed that the



         14   staff -- we have not proposed this, but the staff did



         15   recommend that a temporary license also post a bond.



         16   Now, we don't believe that's necessary in Saddle Brook's



         17   instance, but it may be a situation where if you're



         18   going to extend a temporary license, you may want that



         19   temporary license holder to have a bond put in place.



         20   That's your determination.



         21                 Overall, we think this proposed rule is a



         22   good rule.  We think it meets the needs of temporary



         23   license holders, meets the needs of the Commission, but



         24   most importantly, it meets the public's interest.



         25   Because what it does is it provides you with another
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          1   creative solution, solution to the issues that face the



          2   Texas racing industry.



          3                 We believe that you'll find this temporary



          4   rule ultimately results in the presence of additional



          5   racing in Texas, additional racing obviously in West



          6   Texas under Saddle Brook, and we believe it will assist



          7   you in ensuring that there's a viable racing industry in



          8   Texas.



          9                 And I'm here to answer any questions.



         10                 CHAIRMAN SCHMIDT:  Any questions of



         11   Mr. Newby at this time?



         12                 Thank you, Mr. Newby.  We may call you



         13   back, though.  Thank you very much.



         14                 Lynn Alexander, CEO at Saddle Brook.



         15                 Mr. Alexander, welcome.



         16                 MR. ALEXANDER:  Thank you.



         17                 Mr. Chairman, Commissioners, I'm basically



         18   here to answer any questions you might have of Saddle



         19   Brook Jockey Club, Saddle Brook Park.  We have had our



         20   license for 18 months; and since we started, our revenue



         21   from handle has gone up about 15 percent.



         22                 We have been able to put over $400,000 in



         23   purses for the horse industry, and we just need more



         24   time in order to -- we ask for -- the rule gave us a



         25   two-year preopening simulcast, and that's what we have
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          1   done.



          2                 Our full intention was to build a track



          3   and hold live racing, but we just haven't been able to



          4   because of economics and time.  And so this extension



          5   would give us more time.



          6                 It puts the Commission in control of -- of



          7   how many extensions we could have and so, you know,



          8   we're -- we're here to ask you to give us more time



          9   because we need more -- more revenue.



         10                 And it certainly hasn't been a profitable



         11   deal for us.  It's been a very nonprofitable deal for



         12   us, but we do believe that we are getting much better



         13   and we think 2014 will be much better than 2013.



         14                 And so I think the horsemen are in full



         15   support of us, and I'm here to tell you that we need



         16   your help and we need your vote to give us an extension



         17   and then we will come back to you.



         18                 And we've always done exactly what we said



         19   we would do.  Everything that we said we would do, we've



         20   done, but we just don't have the time or the money to



         21   complete a racetrack and hold live race dates in



         22   October.  So that's what we're here for.



         23                 Any questions?



         24                 Yes, ma'am.



         25                 COMMISSIONER O'CONNELL:  Mr. Alexander,
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          1   the law allows you to go ahead and open a simulcasting



          2   facility now at your licensed location.  So wouldn't



          3   you -- if your temporary location license at your



          4   facility in town expires, you still have the ability to



          5   open up a simulcasting facility at your licensed



          6   location even if the racetrack has not yet been built.



          7   Are you aware of that?



          8                 MR. ALEXANDER:  I'm not aware of that.  I



          9   don't think that's -- Mr. Chairman, is that correct?



         10   She's saying that we can move to our permanent location



         11   and have a simulcast facility?



         12                 MR. FENNER:  If I may.



         13                 That is correct, as long as you have live



         14   race dates granted to you by the Commission, you could



         15   relocate your operations to your designated location at



         16   any time, yes.



         17                 COMMISSIONER  EDERER:  You're established



         18   where you are at the present time.  Is that right?



         19                 MR. ALEXANDER:  Yes, we are.



         20                 COMMISSIONER  EDERER:  For you to



         21   relocate, would that hurt you?



         22                 MR. ALEXANDER:  Financially?



         23                 COMMISSIONER  EDERER:  Yes.



         24                 MR. ALEXANDER:  Yes.



         25                 COMMISSIONER  EDERER:  I'm talking about,
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          1   would you lose -- obviously, you've got a following



          2   there.  You've got patrons that come to your



          3   establishment.  If you relocated it out to where the



          4   track is going to be, would you be defeating your



          5   purpose?  Would you be losing your patrons, or would you



          6   be able to keep your patrons and have your new facility?



          7                 MR. ALEXANDER:  I don't know.  That's a



          8   good question.  I don't know that I can answer that,



          9   because it's -- certainly our racetrack is certainly out



         10   of town, and so I would think that it would be very



         11   tough for us to move all the people that we have right



         12   now in the middle of the town in Amarillo.



         13                 I don't think that we could take everybody



         14   out there with us.  And financially, it would be very



         15   detrimental to us at this time.  Certainly, we can't get



         16   it complete by October.



         17                 COMMISSIONER ABER:  So you just need an



         18   extension of your temporary license.



         19                 MR. ALEXANDER:  That is what we are



         20   asking.



         21                 COMMISSIONER ABER:  And what is your



         22   projection to the live racing dates?



         23                 MR. ALEXANDER:  We would ask to move our



         24   live racing dates, exactly the same thing.  Live racing



         25   dates have been granted for 2014.  If we're granted this
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          1   rule change that gives us a two-year extension, we would



          2   move the live race dates to 2016.



          3                 COMMISSIONER ABER:  October of 2016?



          4                 MR. ALEXANDER:  October of 2016.



          5                 COMMISSIONER  EDERER:  Do you think this



          6   two years will give you the opportunity to go ahead and



          7   build the track or are you just going to ask for another



          8   one in a few more years?



          9                 MR. ALEXANDER:  Well, I would hope so, you



         10   know.  That's our plan.  I mean, everybody would like to



         11   see that.  General -- we're only required to have two



         12   dates of live racing and, you know, spending 5 to



         13   $12 million for a racetrack for two live race dates and



         14   to hold seven or eight races is a lot.  And, you know,



         15   we are going to have to be able to have a lot more race



         16   dates than that probably in order to make it even



         17   feasible, so ...



         18                 COMMISSIONER  EDERER:  You can get a lot



         19   more race dates.



         20                 MR. ALEXANDER:  We don't have any more



         21   horses, though.  That's one of the biggest problems.



         22                 COMMISSIONER  EDERER:  I think the horses



         23   will come, but you have to have someplace to run them.



         24                 MR. ALEXANDER:  Well, I don't think --



         25   it's -- it's, you know -- I can't tell you.  I can just
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          1   tell you we feel like with this extension we can -- we



          2   plan to do that.



          3                 CHAIRMAN SCHMIDT:  Mr. Alexander, I'm



          4   sympathetic to your proposal.  I wanted to clarify.  I



          5   would think it's fair to say that your license, prior to



          6   you assuming a role in the management of this operation,



          7   was dormant for almost 20 years.



          8                 MR. ALEXANDER:  Yes, sir.



          9                 CHAIRMAN SCHMIDT:  I think all the



         10   Commissioners -- Commission staff are very appreciative



         11   of your efforts to actually turn some dirt, open up a



         12   facility and make real plans and invest real money.



         13                 I felt a little sympathetic to your



         14   proposal in part, because while you have a financial



         15   plan, the Sunset Commission in turn changed the funding



         16   operation of this Commission.



         17                 And I would just ask you, the fact that



         18   you suddenly received an additional burden in terms of



         19   carrying the cost of your license, did it significantly



         20   affect your operations to any degree?



         21                 MR. ALEXANDER:  Absolutely.  Our license



         22   fee went from 100 to $230,000 a year.



         23                 CHAIRMAN SCHMIDT:  Okay.



         24                 MR. ALEXANDER:  So quite a burden.



         25                 CHAIRMAN SCHMIDT:  Yeah, I don't think it
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          1   was a Commission decision.  We very much appreciate the



          2   work of the Sunset Commission, but I think they did



          3   change the rules a little bit on you in midstream.



          4                 MR. ALEXANDER:  Yes.



          5                 CHAIRMAN SCHMIDT:  Any other questions of



          6   Mr. Alexander?



          7                 Okay.  Thank you, sir.  We may call you



          8   back.



          9                 MR. ALEXANDER:  Appreciate it.



         10                 CHAIRMAN SCHMIDT:  Jeff Hooper with Saddle



         11   Brook Park.  Mr. Hooper?



         12                 MR. HOOPER:  I'm just here as a resource.



         13                 CHAIRMAN SCHMIDT:  Just here as a



         14   resource.  Great.



         15                 Any further comments from any of the



         16   Commissioners?



         17                 Ms. O'Connell?



         18                 COMMISSIONER O'CONNELL:  I have a question



         19   for Mr. Fenner, and that is just about the section of



         20   the Racing Act that deals with temporary location



         21   licenses.



         22                 It seems pretty clear from reading that



         23   that the legislative intent was to only have these



         24   temporary licenses be two years, and that is really



         25   based on just the reading of the Act.
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          1                 It says that -- it explicitly says you



          2   cannot extend the temporary location license after it



          3   expires, and it explicitly says you cannot get a second



          4   temporary location license, that the same parties cannot



          5   get a second license and that -- the Commission's



          6   rule-making authority has to be consistent with the



          7   grant that comes from the Act.



          8                 So it seems that this proposal is really



          9   asking us to circumvent that clear language.  I think



         10   that's a concern to the -- to the comptroller.  I mean,



         11   the statute does not -- it explicitly says you can't



         12   extend it after expiration and you can't get a second



         13   license.



         14                 And we're being asked to interpret the



         15   silence on whether you can extend it before it expires



         16   as legal authority to act, and that is -- that is a



         17   concern to the comptroller.



         18                 I think the comptroller is not, you know,



         19   feels like this kind of rule -- rule proposal is outside



         20   the bounds of our authority and that the Act is pretty



         21   clear on this point.



         22                 Is that what we are being asked to do, to



         23   find that silence is our legal authority for extending



         24   this license?



         25                 MR. FENNER:  I agree that Section 6.15 of
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          1   the Act, from reading it, it appears to me that the



          2   intent is a two-year temporary license; and the fact --



          3   when the temporary license was granted, originally you



          4   may remember that the DPS representative asked me



          5   whether there was an opportunity for it to be extended,



          6   and I said no.



          7                 But subsequent to this time, you know,



          8   Mr. Newby, who is very creative and a good lawyer, you



          9   know, presented this interpretation of reading this



         10   word, you know, after a license has been expired, you



         11   can't get an extension or a new license.  And that's



         12   what lawyers do; they look at language critically.  And



         13   this is, I believe, a permissible -- it is an option for



         14   the Commission to consider.



         15                 This is a policy question that you could



         16   weigh in and decide that you do want to interpret it



         17   this way.  I've been pretty upfront with people that in



         18   the plain language of this section it looks to be like



         19   it's a one-time, two-year temporary license.



         20                 CHAIRMAN SCHMIDT:  So the critical



         21   perspective from your -- our counsel's perspective is



         22   simply the fact that if we act before it expires, it may



         23   be permissible.



         24                 MR. FENNER:  Yes, you can interpret it



         25   that way.
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          1                 COMMISSIONER O'CONNELL:  You can fairly



          2   interpret it the other way.



          3                 MR. FENNER:  Yes.  Yes, ma'am.



          4                 COMMISSIONER LEON:  Is this a proposal --



          5   it's a proposal, again, for --



          6                 CHAIRMAN SCHMIDT:  A posting, a posting



          7   for public comment.



          8                 COMMISSIONER LEON:  And we can consider



          9   during this comment period this deliberation of the



         10   viewpoints until we make a vote at the --



         11                 CHAIRMAN SCHMIDT:  That's perfect.



         12                 COMMISSIONER O'CONNELL:  I think the



         13   comptroller, again, although we understand that's the



         14   purpose of the public comment period and that the



         15   comptroller welcomes public comment and the refinement



         16   of those ideas during that -- that period, the idea



         17   initially has to be within the rule-making authority of



         18   the Commission to move forward.



         19                 And so it is her opinion that this



         20   proposal is not within the Commission's rule-making



         21   authority, so she is going to vote "no" on the posting



         22   of it.



         23                 She does feel like certainly the parties



         24   are welcome to take this to the legislature, and she's



         25   aware that they have taken it to the legislature
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          1   recently, although in slightly different time frames,



          2   and it did not pass.  So that -- that's concerning and



          3   something that the comptroller has taken note of.



          4                 CHAIRMAN SCHMIDT:  Any further discussion?



          5                 COMMISSIONER ABER:  Yeah, I want to say,



          6   too, they contribute a lot of money and everybody wants



          7   them to be successful, and I still don't see what is



          8   wrong with posting it and getting the opinions of



          9   everybody to see if they can go forward, because they



         10   are doing a good job with it and it's tough.



         11                 COMMISSIONER O'CONNELL:  I think just the



         12   issue is that public comment cannot cure whether or not



         13   the initial authority is there, and that's really the



         14   comptroller's concern.



         15                 The comptroller certainly would -- wishes



         16   all the best to Saddle Brook Park, but, you know, Saddle



         17   Brook Park had to know when they initially started this



         18   process there was a significant -- I mean, the law was



         19   it would only be a two-year license.



         20                 And Saddle Brook Park must have had a



         21   Plan B, and they must have known if the timeline ran



         22   out, that they could open a simulcast facility.  And



         23   they still can at their temporary license location.  But



         24   would that cost us money?  Yes.  Would it be as



         25   expensive as opening up a racetrack at that location?
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          1   No.  But that is an option, and that is surely something



          2   that they contemplated.



          3                 CHAIRMAN SCHMIDT:  Any further discussion?



          4                 COMMISSIONER  EDERER:  I have a comment.



          5   I was on the rules committee.



          6                 I support the posting, but also, after the



          7   posting, I would request that we, during this period, be



          8   given information concerning the expense and the cost to



          9   relocate, if it is, in fact, practical to do so.  And



         10   also, of course, the questions that have been raised by



         11   the comptroller, but I know that you have support for



         12   that.  You might, you know, reiterate that to the



         13   Commission during this posting comment period.



         14                 CHAIRMAN SCHMIDT:  Any further



         15   discussions, comments?



         16                 Great.  I'll certainly entertain a motion



         17   to publish the proposal for a new rule, 309.13,



         18   Temporary License to Conduct Racing to be published in



         19   the Texas Register for public comment.



         20                 Motion by Dr. Aber.



         21                 COMMISSIONER  EDERER:  And I'll second.



         22                 CHAIRMAN SCHMIDT:  Second by Vice Chair



         23   Ederer.



         24                 Would you please call the roll?



         25                 MS. WELCH:  Chairman Robert Schmidt?
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          1                 CHAIRMAN SCHMIDT:  Favor.



          2                 MS. WELCH:  Commissioner Ron Ederer?



          3                 COMMISSIONER  EDERER:  In favor.



          4                 MS. WELCH:  Commissioner Gloria Hicks?



          5                 MS. HICKS:  In favor.



          6                 MS. WELCH:  Commissioner Michael Martin?



          7                 COMMISSIONER MARTIN:  In favor.



          8                 MS. WELCH:  Commissioner Vicki Weinberg?



          9                 COMMISSIONER WEINBERG:  In favor.



         10                 MS. WELCH:  Commissioner Gary Aber?



         11                 COMMISSIONER ABER:  In favor.



         12                 MS. WELCH:  Commissioner Ann O'Connell?



         13                 COMMISSIONER O'CONNELL:  Against.



         14                 MS. WELCH:  Commissioner Cynthia Leon?



         15                 COMMISSIONER LEON:  In favor.



         16                 CHAIRMAN SCHMIDT:  Mark, please publish



         17   that as well.



         18                 MR. FENNER:  Yes, sir.



         19                 CHAIRMAN SCHMIDT:  And please formally



         20   advise Saddle Brook at Vice Chair Ederer's request.



         21                 MR. FENNER:  Yes, sir.



         22                 CHAIRMAN SCHMIDT:  Moving forward, next



         23   proposal, 319.364, Testing for Steroids.



         24                 Can you bring us up to date, Mr. Fenner?



         25                 MR. FENNER:  Yes, sir.







�

                                                                       66







          1                 This proposed amendment would remove the



          2   specific general threshold levels from the rule and



          3   allow the executive director to instead set those levels



          4   under the broad authority that has been granted to him



          5   under Rule 319.3.



          6                 This approach is more flexible and allows



          7   the Commission to follow the standards established by



          8   ARCI and RMTC more quickly.  If I might give you some



          9   examples.



         10                 Winstrol is a therapeutic anabolic steroid



         11   that was on RCI's list of approved therapeutics and,



         12   therefore, it is in our rule of approved therapeutics.



         13   However, RCI subsequently removed it and so now our rule



         14   allows it, but RCI does not.



         15                 Then another example is the thresholds



         16   that RCI has recently adopted for steroids and blood



         17   testing, testing either by serum or blood.  This would



         18   actually be very beneficial to TVDML.  It's more cost



         19   effective for TVDML to conduct testing in serum or



         20   blood, but our rule only provides for testing in urine



         21   because that's all that was available under the RCI



         22   standards at the time you guys looked at this rule.



         23                 So, by taking those thresholds out of the



         24   specific rule and allowing the executive director to



         25   treat those thresholds like it does with other
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          1   therapeutics, we would have a lot more flexibility to



          2   follow the RCI standards.



          3                 And then the proposed rule also



          4   promulgates other model rule changes that are in there,



          5   just kind of stylistic changes they made.  This proposal



          6   was discussed at the rules committee meeting on May 20



          7   and -- (inaudible).



          8                 CHAIRMAN SCHMIDT:  Thank you, Mark.



          9                 We don't have any public comment.



         10                 Commissioner O'Connell, do you have



         11   anything to add?



         12                 COMMISSIONER O'CONNELL:  No.



         13                 CHAIRMAN SCHMIDT:  Great.



         14                 Vice Chair Ederer?



         15                 COMMISSIONER  EDERER:  No.



         16                 CHAIRMAN SCHMIDT:  Any questions for



         17   Commissioner O'Connell?



         18                 COMMISSIONER  EDERER:  No.



         19                 CHAIRMAN SCHMIDT:  I'll entertain a motion



         20   to publish proposed amendment to Rule 319.364 for



         21   testing for anabolic steroids in the Texas Register.



         22                 All those in favor, say "aye."



         23                 Second -- motion made by Commissioner



         24   Weinberg, seconded by Dr. Martin.



         25                 All those in favor say, signify by saying
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          1   "aye."



          2                 COMMISSIONERS:  Aye.



          3                 CHAIRMAN SCHMIDT:  Anyone opposed?



          4                 Okay.  It's passed.



          5                 Rule adoptions.  Adoption of amendments to



          6   Rule 309, Grading System, amendment of adoption to Rule



          7   311.2, Application Procedure, and adoption of Amendment



          8   Rule 313.110, Coupled Entries.



          9                 We vetted these fairly extensively.  No



         10   public comment.  Can you bring us up to date?



         11                 MR. FENNER:  Yes, sir.



         12                 Each of these three proposals were



         13   published in Texas Register on April 25, and they were



         14   discussed at the rules committee meeting on May 20,



         15   which we received no comments in response to the



         16   publication.



         17                 309.355 permits the Greyhound Association



         18   to require a kennel owner to make a minimum of



         19   15 percent of the kennel's active greyhounds available



         20   for 660 yards or longer races.



         21                 The amendment to 311.2 addresses the



         22   requirement of SB162, which requires the state agency



         23   with licensing functions to adopt rules necessary to



         24   credit the service training or education of service



         25   members and veterans towards certain licensing
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          1   requirements.



          2                 And finally, the amendment to 313.110



          3   would permit the uncoupling of horses and stake races



          4   with the purse of at least $50,000.  The Texas Quarter



          5   Horse Association, with the support of the Thoroughbred



          6   Association, requested this change in order to increase



          7   the number of betting interest and thereby improve the



          8   attractiveness of the stakes of races of the potential



          9   betters.



         10                 CHAIRMAN SCHMIDT:  There's no public



         11   comment.



         12                 Any questions or comments by the



         13   commissioners?  Commissioner O'Connell?  Thank you for



         14   your work on the rules committee.



         15                 COMMISSIONER O'CONNELL:  You're welcome.



         16                 CHAIRMAN SCHMIDT:  Appreciate it.



         17                 I'll certainly entertain a motion to adopt



         18   the proposed amendments described in Sections 5AA



         19   through 5BB as published previously in the Texas



         20   Register.



         21                 Motion by Commissioner O'Connell and



         22   seconded by Commissioner Hicks.



         23                 All those in favor, signify by saying



         24   "aye."



         25                 COMMISSIONERS:  Aye.
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          1                 CHAIRMAN SCHMIDT:  Anyone opposed?



          2                 That amendment -- all oral -- oral



          3   adoptions are now part of our rule system.  There's no



          4   executive session.  Unless it is inconvenient for anyone



          5   else, we will continue with our schedule.  The next



          6   meeting is on the 12th of August and December 8, and



          7   we're adjourned.



          8                 Thank you very much.



          9   



         10   



         11                 (Proceedings concluded at 11:48 p.m.)
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Commission Meeting 1
Page 1 Page 3
1 1 | PROCEEDI NGS 10:28 A M
2 BEFORE THE 2 CHAI RMAN SCHM DT:  We are waiting for one
3 TEXAS RACI NG COMM SSI ON 3| nore commissioner, who is en route in alittle traffic
4 AUSTI N, TEXAS 4|at the airport, so we mght start on time. There
5 5| she cones.
6 6 Vi cki, wel come.
7 7 Well, it's 10:28, and let's get going.
8 8| Wl cone to the Texas Racing Commi ssion on June 10.
9 COWM SSI ON MEETI NG 9 Mary, call the roll.
10 JUNE 10, 2014 10 MB. WELCH:  Chairman Robert Schmidt?
11 11 CHAI RVAN SCHM DT:  Present.
12 12 MS. WELCH:  Commi ssi oner Ron Ederer?
13 13 COMM SSI ONER  EDERER.  Present .
14 14 MS. WELCH: Commi ssioner G oria Hicks?
15 15 MB. HICKS: Here.
16 16 MS. WELCH:  Commi ssi oner M chael Martin?
17 17 COMM SSI ONER MARTIN:  Here.
18 BE | T REMEMBERED that the above-entitled matter 18 MB. VELCH  Conmissioner Vicki Véinberg?
19| canme on for hearing on the 10th day of June, 2014, 19 COMM SSI ONER VEI NBERG.  Here.
20| beginning at 10:28 a.m at 105 West 15th Street, 20 MS. WELCH  Commi ssioner Gary Aber?
21| Room 120, Austin, Travis County, Texas, and the 21 COVM SS| ONER ABER  Here.
22| following proceedings were reported by Jan E. Harrison, 29 MG, VWELCH  Commi ssioner John Steen?
23| Certified Shorthand Reporter for the State of Texas. 93 Commi ssi oner Ann O Connel | 2
24 24 COW SSI ONER O CONNELL: Here.
25 25 MS. WELCH: Commi ssi oner Cynthia Leon?
Page 2 Page 4
1 APPEARANCES 1 COW SSI ONER LEON:  Here.
2 2 CHAI RVAN SCHM DT:  Mary, we have a quorum
3| COW SSI ONERS: ROBERT SCHM DT 3|don't we?
4 RONALD F. EDERER 4 MS. VELCH: W do.
5 M CHAEL MARTI N 5 CHAI RVAN SCHM DT: Great. A quorumis
6 GLORI A HI CKS 6| present. W have one public coment, M. N ck James,
7 GARY P. ABER 7| fromthe Texas G eyhound Association.
8 VI CKI VEI NBERG 8 M. Janes, wel cone.
9 ANN O CONNELL 9 MR NICK JAMES: M. Chairman and
10 A. CYNTH A LEON 10| Commi ssioners, |'m N ck Janes, Texas G eyhound
11 11| Association. |'monly here on this particular part of
12 12| the agenda to say thanks to the Conmi ssion staff and
13 13| especially Joel, wherever Joel is, on our injuries that
14 14| have gone way down.
15 15 We are right now about 81 injuries for
16 16| this year, which is down from 342 |ast year total. |If
17 17| we keep going, we're going to have fewer than 200; and
18 18| they're sprains, nostly dislocated toes, very few
19 19| breaks.
20 20 So the Conmission and Gulf G eyhound have
21 21| been working with us and working fantastically to reduce
22 22| the injuries, and we appreciate it.
23 23 That's it.
24 24 CHAI RVAN SCHM DT:  Thank you, sir. W
25 25| appreciate your comments.
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Commission Meeting 2
Page 5 Page 7
1 General business report by the executive 1| Parks, Sam Houston Race Park, G llespie County Fair,
2| director regarding admnistrative matters. First budget 2| @l f Geyhound Park, Gulf Coast Racing and Valley Race
3| and finance, Lane Goetsch, administration and finance. 3| Park.
4 Lane? 4 A breakdown of the inspections includes
5 MS. GOETSCH:  Morning, Conmissioners. M 5| five schedul ed inspections, five no-notice inspections
6| nane is Lane Goetsch, director of finance and 6|and six followup inspections. For the period of tine,
7| adnministration for the Texas Racing Commission. |'m 7| several issues were reported -- several issues that were
g| here to give the budget and finance update. g|reported earlier this year were resolved and currently
9 On Page 4 and 6 of your agenda packet, you | Q[ no inspection itens remain unsatisfactory.
10| w Il find the Fiscal Year 2014 Qperating Budget 10 1"l be happy to answer any questions for
11| reflecting revenue coll ections and signatures as of 11| you.
12| April 30, 2014. 12 CHAI RMAN SCHM DT:  Any questions of JinP
13 As of that date, the agency had collected (13 Thank you very nuch, Jim
14(6.5 mllion, or 66 percent of revenues, and expended 5 14 Enf orcenent report, Joel Speight.
15| mllion, or 54 percent of budget and expenditures. At 15 MR SPEI GHT: Included in your information
16| this time, the Racing Conmission is in good operating 16| on Page 15 is the current enforcement report for the
17| condition. 17| period between April 1 and May 31, 2014. On May 3,
18 If you have any questions, | will be happy |18| 2014, two animal Cass | drug positives occurred during
19| the answer those questions. 19| the quarter horse neet at Sam Houston Race Park. A
20 CHAI RVAN SCHM DT: Do the conmi ssioners 20| split has been sent off and will be pending.
21| have any questions of M. Coetsch? 21 Ani mal one positives now total five for
22 Thank you, Lane. Thank you very nuch. 22| 2014; and the previous quarter, on March 22nd and 29t h,
23 Wagering statistics, Lila Smith? 23| there were three class one positive violations occurring
24| Ms. Smith? 24| during the quarter horse neet at Sam Houston Race Park.
25 MS. SMTH  Good norning, Conmi ssioners. 25 These violations resulted in a total of a
Page 6 Page 8
1 On Page 11 through 13 of your packet, you 1| five-year suspension and $35,000 in fines. The last two
2(will see the wagering statistics for the period of 2| class one positives occurred, excuse ne, on July 7 and
3| January 1 through June 30 for both 2013 and 2014. The 3| Cctober 12, 2012, during quarter horse neets at the
4| reports reflect that the 2014 total wagering activities 4| Retama and Lone Star Parks respectively. The violations
5| have increased at the horse racetracks by 1.95 percent 5|during this period resulted in two one-year suspensions
6| and has decreased at the greyhound racetracks by 6|with $5,000 fines. So we have now instituted the new
7| 2.68 percent. 7| fines and new penalties.
8 Do you have any questions? 8 In addition, | wanted to direct your
9 CHAI RVAN SCHM DT: They're pretty g|attention to one of the 41 searches conducted during the
10| straightforward. Right? 10| third quarter on April 10, 2014. Four nmachines were
11 Any questions? 11| di scovered during one of the adm nistrative inspections
12 Thank you, Ms. Snmith. 12| on the jockeys' facilities.
13 Racetrack inspections, JimBlodgett, 13 The machines were found in the ceiling
14| director of investigations. 14| tiles above the jockeys' sleeping area. No ownership
15 MR, BLODGETT: Morning, Conmissioners. 15| was det er ni ned.
16 Conmi ssi oners, the racetrack inspection 16 I'11 answer any questions you have.
17| report is included in your agenda packet under the 17 CHAI RMAN SCHM DT: Two questions. One,
18| General Business tab, which covers the period of tine 18| where are we sending our splits to, California or
19| fromApril 1 to May 31, 2014. 19| Kent ucky?
20 During this period of tine, a total of 16 |20 MR, SPEIGHT: Sir, there's a list of
21| racetrack inspections were conducted and reported by 21| certified splits that have all been RMIC certified that
22| staff. As outlined within your packet, these 22| the trainers can send their splits off to.
23| inspections were included within the areas of 23 CHAI RMAN SCHM DT:  It's their option.
24| veterinarian, safety and security, racing, 24 Ckay. Great. N ce work. Thank you, sir.
25| admini stration, wagering at the tracks of Lone Star 25 Chuck Trout, can you present us with the
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Page 9 Page 11
1| strategic plan, please? 1 MR. FENNER:  Yes, sir.
2 MR TROUT: Yes, sir. 2 GQul f Greyhound Parks has submtted an
3 Good norning, Conmi ssioners. Under 3| amendnent to the previously approved contract between
4| Chapter 2056 of the Texas Government Code, in each 4|itself and United Tote. This anendment extends the
5| even-nunbered year, the agency is required to provide 5| contract through May 14 of 2018.
6| the governor and the |egislative budget board a 6 Qur staff has reviewed the contract and
7| five-year strategic plan. 7| found that it's in conpliance with the act and the
8 Staff circulated copies of the plan for g|rules, and so staff recommends approval of the
9| your review and conment, and | appreciate the tine you 9| anendnent .
10| have taken to review this plan. W still have a few 10 CHAI RVMAN SCHM DT:  And there's no public
11| days before the June 23 due date in order to address any |11 |conment?
12| suggestions you have, but | would Iike your approval of 12 Great.
13| the plan today subject to the final review and approval 13 Any di scussion by the Commi ssion? Anyone
14| of the chairnan. 14| have any comments, concerns?
15 Any questions? 15 I'"1l certainly entertain a notion to
16 CHAI RMAN SCHM DT:  Any questions for 16| approve the request by Gulf Geyhound for approval of
17| Director Trout? 17|its amendnent to its contract with the United Tote
18 | just had one question about, Chuck, | 18| Company.
19| guess, Page 13. You had top 20 states ranked by total 19 COW SSI ONER VEEI NBERG: Mot i on.
20| purses paid for thoroughbred races. | know you're not a [20Q CHAI RMAN SCHM DT:  Motion by Conmi ssi oner
21| mathematician. We're ranked 17th in total purses, and 21| Wi nberg and seconded by Conmi ssioner Hicks.
22| we have a thousand races. That puts us second to |ast 22 Al'l those in favor, signify by saying
23|in terns of purse per race? 23| "aye."
24 MR TROQUT: It's very low, yes, sir. 24 COW SSI ONERS: Aye.
25 CHAI RMAN SCHM DT:  Ckay. It's a little 25 CHAI RMAN SCHM DT:  Al'l those opposed?
Page 10 Page 12
1|1 ower, then. 1 Motion carries.
2 MR TROUT: Yes, sir. 2 Ckay. Thank you, Devon.
3 CHAI RVAN SCHM DT:  Any questi ons, 3 Ckay. And the next itemis proceedings on
4| coments? ['Il certainly entertain a notion to approve 4|rule-making. W will consider the proposed anendnents
5| the strategic plan. 5|and new rul es authorizing historic racing.
6 MS. HICKS: | submit the notion. 6 Just a word of introduction, I've had --
7 CHAI RMAN SCHM DT:  Mbotion by Conmi ssi oner 7|1"ve had a couple of questions infornally conming in
g| Hicks, seconded by Dr. Martin. g|today and over the weekend about the rul e-making process
9 Al those in favor, signify by saying 9| and actually how the posting process works and how the
10| "aye." 10| voting process works.
11 COWM SSI ONERS:  Aye. 11 And just for clarification, today we're
12 CHAI RMAN SCHM DT:  Anyone opposed? 12| going to discuss -- actually, we're going to discuss two
13 That passes unani nously. 13| potential rule changes, and we are just discussing
14 COMM SSI ONER  EDERER: | have one comment. |14 |really the posting process.
15| 1t's very informative, the report that you put together. |15 The posting process was really designed by
16| ! thought this was -- the strategic plan was very well 16|l egislature to ensure transparency. And once a rule is
17| done and very informative. 17| vetted by the Conmi ssion and cones before the entire
18 MR TROUT: Thank you. 18| Commi ssi on, Conmi ssioners for consideration, the first
19 COW SSI ONER EDERER: | appreciate it. 19| step is to consider posting it.
20 Sorry. 20 The idea is, one, it's posted in certain
21 CHAI RMAN SCHM DT:  No, no. 21| public domains so everyone can see it, everyone can
22 Proceedi ngs on racetracks, request by GQulf [22|comrent. |f there's a new nuance that's been missed, it
23| Greyhound for approval of amendnent to their contract 23| can be -- the feedback can cone back to the Commi ssion,
24| with United Tote Conpany. 24| and it's sort of a fact-finding type of process for the
25 Mark, can you lay out the matter for us? 25| conmmi ssioners in case they miss something in their own
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1| deliberations. So | also -- so that's our focus today. 1| encourage you to adopt these rules, these potential
2| We're going to focus on sinply posting potentially two 2| rules.
3| rule changes today and then we'll vote on three others. 3 Thank you very nuch.
4 I would al so caution you, the bar for 4 Do you have any questions?
5| posting is a low bar. A conmi ssioner may actual ly feel 5 CHAI RMAN SCHM DT:  Thank you, M. Carson.
6| anbi val ent or somewhat reluctant to support the rule but 6|We mght call you back later, but we don't have any
7wl be willing to support posting the rule, so | 7| questions here.
g|wouldn't read -- | wouldn't overread any postings on the | § Jimy Eller, Texas Quarter Horse
9| voting process. 9| Association. M. Eller, welcome.
10 Goi ng back, then, in the fall of |ast 10 MR ELLER  Thank you, M. Chairman. Good
11| year, we were approached by the horsenen regarding 11| morning, Conmissioners. M name is Jimy Eller, and I'm
12| authorizing some new rul es regardi ng historic racing, 12| the past president of the Texas Quarter Horse
13| and sone of the anmendnents have worked their way through |13| Association.
14| the Conmission, through a Conmi ssion subcommittee and 14 I'mhere today to testify on behalf of the
15| now before us today. 15| al nost 3, 000 nenbers of the Texas Quarter Horse
16 And | think that I'mgoing to first 16| Associ ation and express our support for historical
17| recogni ze Ken Carson fromthe Texas Thoroughbred 17| racing termnals.
18| Association to lay out the matter fromtheir 18 I'ma fourth generation Texan, all of
19| perspective. 19| which have been farners and ranchers; and I'min ny 32nd
20 M. Carson, wel comne. 20| year as owner and operator of G anada Farns in Weel ock,
21 MR, CARSON:  Morning, Commi ssi oners. 21| Texas, just north of College Station.
22| Excuse ne. 22 It's a comercial breeding --
23 My name is Ken Carson. |'m president of 23| horse-breeding facility, and ny plight as farm owner and
24| the Texas Thoroughbred Association. |'ve been involved |24|manager is no different than M. Carson just explained.
25| in the thoroughbred industry for about 35 years, 25| The study that this Conmission did a couple of years ago
Page 14 Page 16
1| primarily in Texas. 1|is real indicative and correlates and mirrors ny plight
2 I've been the general nanager of Val or 2(in that when you cut purses in half and you cut race
3| Farms for the past 20 years. Valor Farns -- Valor Farns | 3|days in half, then you also cut ny labor force in half
4| was established in the early '90s; and for the first 15 4| and the anount of noney | spend on feed and grain and
5|or 16 years, we did very well. 5|insurance and fertilizer and all those other things that
6 Then over the past five or six years, 6|! know you guys are fanmiliar about.
7| seven years, we have had a nunber of challenges that 7 And | can tell you sonetinmes it's real
g| face the horsenen nowadays; and virtually every aspect g|challenging to attract new and retain existing
9| of our business has declined, the nunber of mares we g|custoners. This is especially true in the Texas
10| breed, the nunber of clients we have, the nunmber of 10| horse-racing industry.
11| boarders that we have, what we can charge for our 11 However, through new technol ogy such as
12| stallions. Purses have gone down by any measure. Every |12 Facebook and Twitter and e-nail, we have been able to
13| aspect of our industry has gone down probably 40 or 13| reach out to potential new customers, and we have been
14| 50 percent. 14| able to do a better job of keeping our current custoners
15 We used to enploy about 20 to 25 people 15| i nformed.
16| given the season annually. Now that nunber has probably |16 Hi storical racing termnals can do the
17| sunk to about half of that. Kentucky horsenen have 17| very same thing for our Texas horse racing and breedi ng
18| successfully countered their declines by incorporating 18| industries by capitalizing on these new technol ogi es.
19| pari-nutuel wagering on historic races. 19| Texas racetracks will be able to attract new custoners
20 If we don't enbrace this new technol ogy, 20| and of fer new pari-nutuel options for existing
21|we won't be able to conpete in the future. This has 21| custoners.
22| been very good for Kentucky, and | think it will be very |22 I"'msure that you are aware that several
23| good for Texas. 23| other states have passed simlar rules that has given
24 On behal f of the participants of the Texas |24|racetrack management another option to attract new
25| Thoroughbred Association, | respectfully ask you and 25| custonmers and make a day at the races nore enjoyable and
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1| entertaining. 1| occurring in the industry that you regul ate.
2 Li ke any sport, however, it's critical to 2| Pari-nutuel wagering on historical racing is sinply the
3| the continuance of that sport to embrace a younger fan 3|latest evolution in the way one can neke a pari - nut uel
4| base. In order to do that, we need to enbrace new 4| wager on a horse or greyhound race.
5| technol ogies. And | appreciate this opportunity today 5 We began in this industry wth making your
6| and would urge you on behal f of the Texas Quarter Horse 6| wager at a window. W expanded to self-service
7| Association to support the publishing and posting 7|termnals or live and then sinulcasting. Today | can
g| process and open it for public conmment. g|still make a wager at the track in the ol d-fashion way
9 Thank you very much. 9| by going to the window, or | can nake a wager on a live
10 CHAI RMAN SCHM DT:  Thank you, M. Eller; 10| race or a sinulcast race by using one of the
11| and again, we may call you back later. 11| sel f-service terminals.
12 And then M. Bruce Bennett, attorney for 12 At Sam Houston, | can do it on ny iPhone
13| Lone Star Park, Grand Prairie. 13|when I'min the -- in the facility. And | can make one
14 M. Bennett, welcone. 14| using a simulcast, nmake a bet on a sinulcast race using
15 MR BENNETT: Thank you, M. Chairman, 15| a termnal or, again, at Sam Houston on ny i Phone.
16| Commi ssi oners. 16 The proposed rules, if adopted, will
17 The petition filed with M. Trout on 17|sinply allow me to use a ternminal to nmake a pari-nutuel
18| May 27 is froma united industry, which are in unanimous |18|wager on a previously run live race and then to watch a
19| support of the proposed rules. The petition contains 19| recording of that race.
20| the proposed rules authorizing and regul ating 20 This technol ogi cal evolution in meking a
21| pari-mutuel wagering on historical racing and sets forth 21| pari-nmutuel wager is, we think, very simlar to what we
22| the legal authority that you have to publish and adopt 22| have seen occur in the book-publishing industry. You
23| the rules. 23| know, we started with hardback books that evolved into
24 I"mgoing to briefly talk to you about the [24]| paperbacks. Later technol ogy has made books avail abl e
25|l egal authority that you have to adopt and publish or 25| on Kindles and i Pads.
Page 18 Page 20
1| publish and adopt the rules. 1 The book is still a book, even though I
2 And M. Philip O dhamand Ms. Katie 2|can read it on nmy Kindle or iPad. And a horse race is
3| Col eman are here to answer any specific questions you 3|still a horse race, even though it's recorded and
4| may have about the specific provisions of those rules. 4| displayed on a terninal screen.
5|1 have a PowerPoint. | have Mke here to help nme 5 Because other states are taking advantage
6|operate it. [I'mnot the best at this, but I think I 6| of this new and entertaining way of making a pari-nutuel
7| want to show you a PowerPoint that |ays out your |egal 7 | wager on a race and Texas tracks are not, our racing
g|authority. g|industry here in Texas is, as you've heard today from
9 And we begin with the one that's up there 9| these gentlemen, at a severe and grow ng conpetitive
10| right now on the screen. The |legislature gives you very |10/ di sadvant age.
11| broad authority to license and regul ate all aspects of 11 Now, the Racing Act directs you to
12| the horse and greyhound industry in this state. 12| consider the inpact this disadvantage is having on
13 You al so have the authority to nmake and 13| menbers of the Texas agricultural and racing industries
14| adopt rules regulating pari-nutuel wagering on those 14| and especially on the breeders and the trainers and to
15| races. And The Racing Act direct -- gives you and 15| take necessary action. W urge you to exercise your
16| directs you to neke rules and take any other necessary 16| discretion to vote to publish the proposed rules for
17| action relating to such racing. 17| comment today.
18 As you can see, your power is not 18 Now, you may hear several argunents today
19|restricted to licensing and regulating live racing. 19| agai nst publishing the proposed rules, but we assure you
20| Consi dering and adopting the proposed rules, allow ng 20| that the rules are within your legal authority and power
21| Texas tracks to offer pari-mutuel wagering on historical [271|to publish and to adopt and that the rules conmply with
22| races, falls squarely within your |egal authority. 22| all aspects of the Racing Act.
23 One reason the |egislature gives you such |23 Now, one argument you may hear is that
24| broad and expansive authority and power is to use it to |24|wagering on a historical racing termnal is not
25| keep pace with the new technol ogi cal devel opnents 25| pari-nmutuel, but that's wong for several reasons.
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1| First, there is no wager against the house. The track 1 And if anyone today argues that you |ack
2| takes a small conmission with the remainder paid to the 2|the legal authority to publish and adopt the rules, then
3w nning patron just like it does on live and simul cast 3| ask himor her to show you the exact basis for that
4| wagers at the tracks today. The historical racing 4| position, because we don't believe it exists.
5| wagers are pooled, and the types of wagers and pools are | § 1"l be happy to answer any questions that
6| consistent with those already allowed by your rules. 6| you have.
7 Second, the proposed rules require you to 7 CHAI RMAN SCHM DT:  Any questions for
g| di sapprove any historical wagering option that is not 8| M. Bennett?
9| pari-nutuel. Another argunment you may hear is that 9 Ann?
10| wagering on historical racing termnals is a lottery 10 COW SSI ONER O CONNELL:  Does the
11| forbidden by the Texas Constitution and that the 11| Commi ssion have the authority to establish a state share
12| terminal is a slot machine. 12| of the proceeds fromthe historical racing? Because |'m
13 But that's wong, too, Conmmi ssioners. The |13|under the inpression that the Racing Act establishes the
14| proposal concerns pari-nutuel wagering on horse and 14| state's share fromlive racing and al so from simul cast.
15| greyhound races. The Texas courts have al ready rul ed 15 MR BENNETT: Conmi ssioner, we think you
16| that such wagering is not a lottery or illegal ganming 16| can make an argunent to that effect, but we -- the
17| devi ce. 17| proposed rules do not provide for a state share or for,
18 Furtherrore, a slot machine is a device 18| we call it, tax.
19| that awards cash or prizes solely on the basis of chance |19 Al t hough you have the authority to prevent
20| and is not affected by the skill, judgnent or know edge [2Q|the pari-nutuel wagering on historical races, we believe
21| of a particular player. |In addition, slot nachines are |21|a court could rule that only the legislature can inpose
22| bets agai nst the house. Pari-nutuel wagering is not. 22| a tax or decide to inpose a tax on that form of
23 Pari-mutuel wagering on historical racing |23|wagering.
24|is not a game of chance and it's not a bet against the 24 That's what occurred in Kentucky. The
25| house. It's connected to a central tote system and 25| Kentucky Racing Commission did include a tax in the
Page 22 Page 24
1| divided into pools just like your regular wager is done 1| proposed rules, but the Kentucky appellate courts struck
2| today, according to your rules. 2| that down.
3 That terminal, that historical racing 3 Their rationale was that only the
4|terminal, is not going to work if you unplug it fromthe | 4|legislature can decide whether or not to tax the
5| central systemand take it to your house. It's not 5| pari-nutuel wagering on historical racing. So we
6|going to work. Slot nmachines, they can do that. You 6| believe it is prudent not to include the tax in these
7| can just take themto your house. |It's illegal to do 7| rules.
g|it, but they're not going to work. So this is nothing 8 CHAI RMAN SCHM DT:  Any questions of
9| like a slot machine. 9| M. Bennett?
10 As | said before, the historical racing 10 Thank you very much, M. Bennett. W may
11| terminal is sinply a new technol ogi cal neans of making a [11|ask you to cone back and visit with us a little bit.
12| pari-nutuel wager on an actual race. The proposed rules |12 MR, BENNETT: Thank you.
13| give you the power and the obligation, Conm ssioners, to |13 CHAI RMAN SCHM DT:  Mark, could you al so
14| ensure through regul atory approval, independent testing |14/|review whether or not the Conm ssion has the authority
15| and i ndependent inspection, that the racing termnals 15| to propose these rul es?
16| are substantively identical -- the wagers made on those |16 MR FENNER:  Yes, sir.
17|racing termnals are substantively identical to the 17 Conmi ssioners, what | can tell you is that
18| pari-mutuel wagers authorized by your rules and nmade 18| the request that they have subnitted conplies with the
19| daily at the Texas tracks on sinulcast and live races. 19| Commi ssion's rul e-nmeki ng procedures that are set out in
20 So whet her you decide today to publish and |20 Chapter 307, and that in reviewing the act, | found
21| ultimately adopt the proposed rules is not a question of [271|nothing in the Act that specifically prohibits the
22| your legal authority, you have it; but it's, rather, one |22| proposed interpretation of your authority to adopt these
23| of your discretion. W ask you to exercise that 23| rules.
24| discretion and authority that you have to vote to 24 So | would tell you that if the Conmission
25| publi sh. 25| would like to publish the rules for public coment so
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1| you can make an informed decision as to whether it's 1 COW SSI ONER  EDERER:  How many nenbers do
2| good policy or not, that you can do so. 2| you have in your organization?
3 CHAI RVAN SCHM DT:  Ckay. 3 MR VEEMS: | honestly couldn't tell you
4 Any questions of M. Fenner? 4|right now | will tell you that our board of directors,
5 Geat. 5| which nmeets senmiannually in Dallas, the attendance
6 COW SSI ONER O CONNELL: | have a 6| generally is about 40; but | don't keep the nembership
7| question. 7|rolls and | don't want to misrepresent before you.
8 CHAI RVAN SCHM DT:  Yes, Ms. O Connel | . 8 COW SSI ONER  EDERER.  So you have at
9 COWMM SSI ONER O CONNELL:  What is the |egal 9| | east 40.
10| support in favor of us -- in favor of this Commi ssion 10 MR WEEMS: That would be -- that would be
11| moving forward? Who woul d happen if these rules were 11| a fair statement.
12| changed in court? What would the chances of success be? |12 COW SSI ONER  EDERER:  Thank you. Sorry
13 MR, FENNER  Well, there are no 13| to interrupt you.
14| guarantees. If you go to court, we may lose. |If this 14 MR VEEMS: Al though you'll understand the
15| were adopted and put into place, reasonable mnds could |15|need for plain, perhaps even blunt words today, let ne
16| differ; however, the problemfor a challenger is they're |16|assure you of ny respect for this Conmi ssion and for the
17| 9oing to be naking arguments, | believe, based on policy |17|great state of Texas you serve.
18| that this is legislative intent. 18 It's al nost been 20 years since | |ast
19 They are not going to be able, as far as | |19|testified before the honorable Texas Racing Conm ssion.
20| can tell, to look to a specific provision in the act and [20|On that, the industry testinony was pretty nuch the same
21| say, "You can't do this." So, you know, I'mnot really [21|as today with a few variations, of course.
22|in a position to give you odds, even though it's the 22 The racetrack industry said they sinply
23| Raci ng Conmi ssi on. 23| must expand to different fornms of gaming or the entire
24 CHAI RVAN SCHM DT:  Any further questions 24| industry would disappear. They also brought it to you
25| of M. Fenner at this time fromthe conmi ssioners? 25| for rule making, that is, to your predecessors, because
Page 26 Page 28
1 Ckay. We nove to public comment. | think | 1[it is arule, alaw that the |egislature had not and,
2| we have one other public coment. M. Wens from G and 2|insofar as | know, would not pass.
3| Prairie. He represents Stop Predatory Gaming Texas. 3 Wth all due respect, we've heard this all
4 Wl cone. 4| before. Perhaps ny best contribution to today's
5 MR WEEMS: |f | may, the organization | 5| proceedings is in the formof a couple of anal ogies or
6| represent is Stop Predatory Ganbling Texas. W think 6| anecdotes, if you prefer.
7| that the stakes is quite an inportant one. 7 The first of these comes from Abraham
8 CHAI RMAN SCHM DT:  Ckay. |'msorry. g| Lincoln. Lincoln once asked an associate, "How nany
9 MR VEEMS: It is my honor to testify 9|l egs does a horse have?"
10| today before the distinguished Racing Commission. M 10 Hi s associate answered, "Four."
11| nane is Rodger Wens, and |'mprivileged to serve as 11 "And if we call his tail a leg, how many
12| chairman of Stop Predatory Gambling Texas. 12| 1 egs would he have then?" The associate answered, "I
13 Al t hough |I'm sure you'll understand -- 13| guess five."
14 COMM SSI ONER  EDERER: M. \Wens, excuse 14 "I'mafraid that's wong," Lincoln said.
15|(me. 1'd like to have a little clarification, if | 15| "Calling a tail a leg doesn't nmake it a leg."
16| coul d. 16 In the sane vein, calling a slot machine
17 Are you an attorney? 17| "historical racing" does doesn't make it pari-nutuel
18 MR VEEMS: | am not. 18| ganbl i ng.
19 COWM SSI ONER  EDERER:  Are you a | obbiest? |19 Wiile it is true, as ny fellow G and
20 MR VEEMS: | amnot. 20| Prairie resident has said, that sone states |ike
21 COWM SSI ONER  EDERER:  And you represent 21| Kentucky have declared historical racing to be
22| who? 22| pari-nutuel, other states |ike Womning have | ooked at
23 MR, WEEMS: Stop Predatory Ganbling Texas. |23|the same issue and said that it is not, that it is
24|1 amthe chair. It as an entirely voluntary 24| sl ot-machi ne-type ganbling. So, at a bare mninum the
25| organi zation, entirely voluntary chairmanship and so ... (25| experience of other states says proceed through this
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1|l andmine with extreme caution. 1| have been willing to serve as resources. 1'd like to
2 Further, if it's true that upwards of 2|just call M. AOdhamup to the nicrophone. | just had
3| 85 percent of Texans favor ganbling expansion of 3| two quick questions, and we're going to open it up to
4| racetracks, as some advocates of gambling expansion have | 4| further discussion.
5| expressed, why do Texans consistently send to the Texas 5 Can you just -- can you work through us
6| ! egislature menbers who refuse to enact ganbling 6| how the flow of nobney and how this is going to help the
7| expansi on, and why do they el ect attorneys general, 7| horses and hel p the purses?
8| whose opinions consistently uphold the prohibition in 8 MR OLDHAM Sure. | just want to get ny
9| the state constitution against ganbling? g|statute.
10 I respect the opinion of the distinguished [10 CHAI RMAN SCHM DT:  Uh- huh.
11| attorney who has said that this is pari-nutuel. Wth 11 MR OLDHAM So the way this has been
12| all due respect, why don't you check that opinion out by |12|structured and in discussions with the horsemen, as well
13| asking the opinion of the state attorney general's 13| as the Conmission staff, who | would cormend, by the
14| opinions committee since, let's be frank, it is nore 14| way, for their assistance in this, was to require the
15| likely than not to wind up in that office anyway. Facts |15|entering into of agreements between the horse industry
16| are stubborn things. They refuse to succunb to a change |16|and the facilities, the associations that operate the
17| of nanes. 17| tracks.
18 Second anecdote; sone years ago just after (18 And that process is delineated in your
19| the Texas legislature passed a zero tolerance bill for 19| packet under Subchapter F, and this is in Rule 321 or
20| juvenile DW, the Texas Al coholic Beverage Conmi ssion 20| Proposed Rule 321.703. It requires before you engage or
21| noticed a pattern; when underaged drinkers were caught 21| have the privilege of engaging in wagering, pari-nutuel
22| having ingested al cohol, even though they were not 22| wagering on historical races, that you have a valid
23| legally intoxicated, those underaged drinkers would only [23|contract with the horsemen's representative authorized
24| protest, "But | only had one drink." In response, the 24| under Section 309.299 and a valid contract with the
25| TABC enacted an education canpai gn directed at underaged |[25|official breed registries. That, then, would allow you
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1| drinkers that was bluntly titled, "What part of 21 do 1|to begin to conduct pari-nutuel wagering on historical
2| you not understand?" 2| racing.
3 Wth apologies for sinmilar bluntness here, 3 Now, that doesn't tell you exactly what
4| perhaps a sinilar question mght be posed to those 4|the allocation is between the breeds or what we refer to
5| proposing this rule nmaking today. That part is -- that 5|as the breed splits under the rule. That would be under
6| question is: Wiat part of '"there's a legislative 6| a separate agreenent; and in that way, the noney would
7| process' do you not understand? 7| be able to be -- start to come in for purses and then
8 The only way rul e-making can succeed is by | g|ultimately that second set of agreements would deternine
9| persuadi ng the honorabl e menbers of this Conm ssion that 9| which breed splits it received, what anounts of those
10|it is not ganbling expansion, which it is, and that it 10| funds.
11|is not a violation of the Texas Constitution, which it 11 If the breed splits cannot cone to an
121|is. 12| agreenent, that noney woul d be escrowed through the
13 It can be renaned a dozen different times, [13|agency for the benefit of those breeds. So that's the
14| but the stubborn fact renains. | leave it to others far |14 | mechani sm by which the additional funds for purses that
15w ser than | to determine whether you can take this 15| are generated fromthe machines -- |I'msorry, the
16| action today. | would ask your own good reason and will |1g|ternminals that -- how those would then flow again to the
17| as to whether it's sonething you shoul d. 17| horse industry.
18 | thank you for your attention and your 18 CHAI RMAN SCHM DT: | m not hol ding you to
19| courtesies. 19| any specifics because | realize this is a negotiation.
20 CHAI RMAN SCHM DT: Thank you, M. Wens. 20| Just in general terns, assuming we accept that this is a
21| Just one second. Do we have any questions of M. Wens? (21| pari-nmutuel wager -- okay? -- 80 percent of the npney
22 Al'l right. Thank you, sir. | appreciate |22|goes anpong the betters. Right? Does the house keep
23]|it. 23|10 percent and the horsermen keep roughly 10 percent?
24 I think that takes care of all the public [24|Are those the types of nunbers we're talking about?
25| comment. | just wanted to appreciate all the folks who |25 MR OLDHAM  Qoviously, each state that
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1| has done this has come up with a slightly different sort 1 CHAI RMAN SCHM DT:  Thank you, sir, for
2| of allocation of the split between the association. 2| com ng up.
3| That obviously -- and how nuch, then, ultinately goes to| 3 Any ot her questions for hin? | appreciate
4| the betting public, which would be deternined on what 4| your input.
5| makes this a conpetitive product. And so | think that 5 MR, OLDHAM  Thank you, M. Chairnman.
6| those nunbers, give or take, are sort of what people are | g CHAI RMAN SCHM DT: We have one ot her
7|l ooking at and thinking about. 7| individual who submitted a card to testify, Ms. Stacy
8 I think that -- and again, | want to 8| Ker by.
9| comrend the entire industry for coming together and 9 Ms. Kerby, you are here with the Texas
10| having fruitful discussions about this, because |I think |10]|Humane Legislative Network from Austin. \élcone.
11| everybody benefits when it succeeds, when the product 11 MS. KERBY: Thank you so nuch for letting
12| works and the horse industry receives the benefits they |12|nme address you today.
13| would like to receive fromit, as well as the tracks, 13 | represent the Texas Humane Legi sl ation
14| who are making the investment in this product. 14| Network. W are a nainstream ani mal wel fare nonprofit
15 So | think, you know, give or take, | 15| organi zation in Texas. W have approximtely 8, 000
16| think you can | ook at Kentucky and see what the 16| menbers across the state. W are not a national
17| differentials are there, the allocations, and say that 17| organi zation. We're not a local organization.
18| 1 ooks -- would probably | ook simlar here. 18 We draw Texans fromall corners of Texas
19 CHAI RVAN SCHM DT:  Ckay. One other 19|to promote the humane treatnment of aninals through
20| question. | literally don't want to put the cart before 20|l egislation, legislation and advocacy. This neasure in
21| the horse. 21| particular, making historical racing with regard to
22 Were these things to go forward just as a |22|greyhound racing, allowing that to pass, we believe that
23| matter of housekeeping, do you see us -- |'mthinking 23| that would prop up a dying industry of greyhound racing.
24| about the Racing Conmmi ssion as an administrative body 24 I't's our understanding there's only one
25| here. 25| park left that allows live dogs -- live dog racing, Qulf
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1 MR OLDHAM Right. 1| Greyhound Park.
2 CHAIRVAN SCHM DT: Is it going to require 2 During a five-year span, between 2008 and
3| additional funds, additional investigators, or is this 3|2013, over 2,000 injuries were recorded; and of those
4|just part of the tote system we just sinply open up 412,000 injuries, 86 were so severe that the dogs either
5| addi ti onal windows? Are there going to be additional 5| had to be euthanized or they died of their injuries.
6| demands for our regulatory responsibilities to supervise | g There's good reason why |ive greyhound
7| these at the various tracks? 7|racing is in decline. Mich attention has been brought
8 MR, OLDHAM  You know, M. Chairnman, we've g|to the treatnent of the aninals. They are warehoused in
g|had a little bit of that discussion with your staff in g|their kennels, which are typically three-feet high,
10| ternms of would there be additional demands on the agency |10 four-feet long, three-feet w de.
11| going forward. 11 They live their entire lives in their
12 As you know, the industry through 12| kennel s, except when they're being used on the
13| assessnent funds the agency through fees authorized by 13| racetrack. So, for that reason, we are interested in
14| the statute. | think our view on that would be to take |14 |whether or not this neasure passes.
15| a somrewhat of a wait-and-see. 15 Additionally, we take issues down to the
16 CHAI RVAN SCHM DT:  Uh- huh. 16| ! egi sl ature when they are in session; and during the
17 MR. OLDHAM You're correct; this is a 17| 2013 legislative session, the Texas legislature did, in
18| standard tote systemwith a few additional elenments, and |18]|fact, pass the strongest penalties yet with regard to
19|it could turn out that it fits largely within your 19| violations at greyhound racing tracks. And we believe
20| exi sting agency personnel and infrastructure; but to the [2Q0|that this is sonething that they should take a | ook at
21| extent that there is some additional demands on the 21| as opposed to circunventing the |egislative process.
22| agency, we woul d expect your staff, through its normal 22 | did bring a letter for you here today.
23| process, to assess those needs and then develop a 23| If it pleases the Conmission, I'll hand that in at the
24| program in essence, to ensure that those get taken care |24|end of any questions you may have.
25| of . 25 Thank you.
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1 CHAI RVMAN SCHM DT: Thank you, M. Kerby. 1| be casting a "no" vote on the posting of the proposed
2 Any questions of M. Kerby? 2|rules in the Texas Register. She strongly supports open
3 Thank you very much, ma'am W appreciate | 3|government, and she val ues public comrent on proposed
4lit. 4|rules that fall squarely within the rul e-making
5 MS. KERBY: Thank you. 5|authority of the Commi ssion.
6 CHAI RVAN SCHM DT: (Ckay. We've conpl eted 6 But she believes that these proposed rules
7| public comment. 7|are not within the commission's rul e-making authority.
8 First of all, I'd like to thank the 8| And because public comment cannot cure that, she
9| advisory conmittee on pari-nutuel wagering. 9| believes that these rules should not be posted.
10| Commi ssioner Steen is overseas. W appreciate the 10 I think the testinony that we've heard
11| efforts of Vice Chair Ederer and Dr. Martin, nultiple 11| today, even fromthe general counsel of the Racing
12| nmeetings, extensive legwork. W appreciate your efforts |12 Conmission, with all due respect, shows that the
13| and appreciate the interest. 13| authority of the Conmission to nove forward here is
14 Do you have any comments, suggestions or 14| arguabl e at best and certainly inconplete as evidenced
15| thoughts right now? 15| by the testinony we've heard fromthe counsel from
16 COMM SSI ONER EDERER: Wl |, there's been |1@|industry stakeholders, that the Comm ssion does not have
17| a lot of hard work. There have been a number of 17| the authority to establish a state share or allocate the
18| attorneys representing not only the tracks, but the 18| flow of money that woul d come out of historical racing.
19| horsemen. And there has been -- it's been a unified 19 So the conptroller believes that this
20| effort to review historical racing to determne if, in 20| would be a very significant inpact on pari-nutuel
21| fact, the legality is there, that we do have the 21| wagering, that it is such that the legislature is the
22| authority to go forward. They have come forward with 22| appropriate venue for nmoving this proposal forward, if
23| their determnation, as M. Bennett has just set out 23|it is to nove forward.
24| very clearly. 24 COW SSI ONER EDERER:  The basis for that?
25 | believe what the industry is trying to 25| G ve us the basis for your conment, please.

Page 38 Page 40
1|do is they're trying to bring the Texas racing industry 1 COW SSI ONER O CONNELL: | believe
2|linto the 21st century. | think it's been an awful | ot 2| M. Fenner has indicated that a challenge -- the outcone
3| of hard work. Like | said, |I think what M. Bennett has | 3|of a challenge is that there are no guarantees, that it
4| set out is very clear denonstration of the work that has | 4|is --
5| been put forward. 5 COW SSI ONER  EDERER: Wl |, isn't that
6 I believe that we do have the authority to | g|the case -- isn't that the case in every law that has
7| 9o forward, and certainly | would like to see this 7| ever passed, in every lawsuit that has -- ever takes
g| matter posted. | think that's where we are now. And, 8| pl ace?
9| of course, that gives the public the opportunity to give | 9 COW SSI ONER O CONNELL:  Well, not
10| us further information to go forward. 10| necessarily.
11 CHAI RMAN SCHM DT: M. Martin, anything? 11 COWM SSI ONER EDERER:  There's never
12 COWMM SSI ONER MARTIN: | feel the sane way. |12|guarantees. It can always go one way or the other.
13| Racing has suffered in Texas, and it seens |like we're 13 COVM SSI ONER O CONNELL: No, but there is
14| always a step behind the other states in doing things. 14| certainly a range of what authority that one can stand
15| And bringing us up with the latest technology and -- and |15|on to nove forward with their proposition.
16| !i ke was nentioned earlier, whether it's an iPad or 16 COW SSI ONER  EDERER:  What is that
17| whatever it is, this is just new technology and it is 17| authority? That's what |'m asking.
18| not slot machines. It's pari-nutuel. And | agree with |18 COWM SSI ONER O CONNELL: | think that's
19| M. Ederer about | would certainly want to see it 19| what the conptroller believes, it is not -- the
20| posted, also. 20| authority is not there. She does not agree with the
21 CHAI RVAN SCHM DT:  Any ot her comments? 21| interpretation of some of the other stakehol ders.
22 Comnmi ssi oner O Connel | ? 22 COWM SSI ONER EDERER:  \What does she base
23 COWMM SSI ONER O CONNELL:  Yes. 23| that on?
24 The conptroller appreciates all the hard 24 COW SSI ONER O CONNELL:  She is basing
25| work done exploring this issue, but the comptroller will [25|that on her expertise as an attorney reading this for
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1| hersel f and having her opinion about whether or not the 1| percentage of increases in revenues were brought to
2| authority is there and whether or not it is good public 2| their tracks or the industry?
3| policy to nove forward with changing the |andscape this 3 CHAI RMAN SCHM DT:  We have to rely on
4|significantly without legislative action, typically if 4| resources. Are you able to provide that?
5|there is going to be no benefit to the citizens of the 5 MR OLDHAM  Yeah.
6| State of Texas and the general revenue fund. 6 If you | ook, M. Chairnman, Conmi ssioners,
7 She does not believe that the rules that 7| again, back at the submission, there is sone discussion
g|are being cited allow -- were intended to allow the g| about the inpact. This is on the first page of the
9| Conmi ssion to establish a new formof ganing that would g|letter that was submitted by the entire industry.
10| not benefit the State of Texas. She thinks that that is |10 There's some -- there's sone information,
11| the purview of the |egislature. 11|and | think we have a little bit nore. First, at the
12 COWMM SSI ONER  EDERER:  But there is no new|12|bottomof that page, it talks about the declines in
13| formof gaming. |It's the same formof gamng; and if, 13| Texas.
14|in fact -- it's ny understanding that the only person 14 And | thought there was sonething here --
15| that could tax this is the conptroller, and so the 15| M. Bennett, do you want to conme up here as well, if you
16| conptrol l er does have the authority, is ny 16| don't mind?
17| understanding, to go forward, which we don't have the 17 CHAI RVAN SCHM DT:  No, we just need sone
18| authority to tax. 18|information. That woul d be great. Thank you.
19 COWMM SSI ONER O CONNELL:  The conptroller 19 MR OLDHAM This is obviously |aying out
20|is only allowed to enforce a tax. The conptroller does |[20|the conparison between Texas and Kentucky at the bottom
21| not nake a tax, and the conptroller does not establish 21| of that page; and if you -- if you look for thoroughbred
22| the state's share. That is done by the |egislature. 22| or horse races in Texas, 139,459 conpared to 352,235 in
23 COWMM SSI ONER  EDERER:  Then they can do 23| Kent ucky.
24| that, that's correct. 24 I know that we have | ooked at the
25 COWM SSI ONER O CONNELL:  The | egi sl ature. 25| situation in Kentucky. Since they got this product,
Page 42 Page 44
1 COMM SSI ONER EDERER:  That's correct. W | 1|there have been increases every year in the purse
2| don't have the authority to tax anything. 2|l evels.
3 COWMM SSI ONER O CONNELL:  Ri ght. 3 MR BENNETT: | think they were
4 COW SSI ONER EDERER:  But we are giving 4| experiencing the same decline in purses and things that
5|the legislature the ability to make a | ot nore noney by 5| we have here; and when this was new, you know,
6| being able to tax. 6| pari-nutuel wagering on historical racing was introduced
7 COMM SSI ONER O CONNELL: Well, | believe 7| there, they reversed those declines.
g| historically the |egislature has not adopted new forns 8 And as M. O dhamjust pointed out, you
9| of pari-nutuel wagering w thout including a total g|can see the effect it's having on Texas; our purses are
10| package that discusses how the noney is going to go 10| goi ng down, theirs are going up because they have this
11| down; and as the state's chief financial officer, that's [11|forumto support live racing, which is the overriding
12| concerning to her, and so that is her vote. 12| goal, is to support live racing, which is going to help
13 And we certainly respect your opinion, 13| the Texas industry, who will pay nore in taxes and sales
14| Commi ssi oner Ederer, but that is the way the conptroller |14|taxes, because the breeders will be doing better, they
15(w Il be voting today. 15| will be selling nore feed for those horses, and
16 COWMM SSI ONER  EDERER:  Fi ne. 16| everybody is going to benefit out of this.
17 COWM SSI ONER ABER:  Let e make a comment. |17 MR OLDHAM  So | woul d say, Conmi ssioner,
18 What's wong with posting it and letting 18|! don't have an exact percentage increase, but | know
19|it go through the process? 19|it's year-over-year increases that have occurred in
20 CHAI RVAN SCHM DT:  Any ot her comments? 20| Kentucky and Arkansas as a result of the inplenentation
21 COWMM SSI ONER VEI NBERG | have a question. |21 |or the ability to nake pari-nmutuel wagers on historical
22 Arkansas and Kentucky are the states that |22|races.
23| have this in place. |Is that correct? 23 COW SSI ONER EDERER:  |s M. Lewi s here
24 CHAI RMAN SCHM DT:  Yes. 24| from Arkansas?
25 COWMM SSI ONER VEEI NBERG.  And what 25 CHAI RVAN SCHM DT:  You nean we've got
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1| Dr. Lewis here. O M. Cella? 1| Roll call vote?
2 COW SSI ONER EDERER:  The fell ow t hat 2 MS. VELCH:  Chai rman Robert Schni dt?
3| made the presentation to -- at one of our -- 3 CHAI RVAN SCHM DT: I n favor.
4 MR, BENNETT: No, he's not here. 4 MS. WELCH:  Commi ssi oner Ron Ederer?
5 COMM SSI ONER  EDERER: Wl I, if | remenber | § COW SSI ONER  EDERER: I n favor.
6| his presentation, he stated that the racing industry was | g MS. VELCH: Conmi ssioner doria Hicks?
7| dying in Arkansas, and they were desperately trying to 7 MS. HICKS: In favor.
g|find something that would help bring the industry back; 8 MB. WELCH: Conmi ssioner M chael Martin?
g|and this, in fact, has brought it back. | know it was 9 COW SSI ONER MARTIN: I n favor.
10| very positive what he was saying, howit has 10 MS. VELCH: Conmi ssioner Vicki Weinberg?
11| successfully rejuvenated the racing industry in 11 COWM SSI ONER VEI NBERG: I n favor.
12| Arkansas. 12 MS. WELCH: Conmi ssi oner Gary Aber?
13 MR, OLDHAM  And, Commissioner, if | might |13 COW SSI ONER ABER: I n favor.
14| suggest, perhaps in public comment we could provide sone |14 MS. WELCH:  Conmi ssi oner Ann O Connel | ?
15| additional information in relation to the financial 15 COW SSI ONER O CONNELL:  Agai nst .
16| i mpact of the product and some of the other 16 MS. WELCH:  Commi ssi oner Cynthia Leon?
17| jurisdictions. 17 COW SSI ONER LEON: I n favor.
18 CHAI RVAN SCHM DT: | think we would be 18 CHAI RMAN SCHM DT: | think the notion
19| nore interested in Arkansas pre and post. | think the 19| carries. And, Mark, please post it in the Texas
20| one probl em wi th Kentucky nunbers is historically they 20| Register. As we discussed, this is a vetting process in
21| get alittle extra funds fromthe Kentucky Derby and 21|the Register. W welcone nore comment, scrutiny; and we
22| Keenel and has been a hi gh-running track. 22| will cone back in August in the fall or Decenber to make
23 So there have been little industry decline [23|a final decision.
24| there, but Arkansas is a better conparison for the 24 Next itemis new rule proposal, Rule
25| Commi ssion, if that's possible. 25| 309. 13, for Tenporary License to Conduct Racing. And
Page 46 Page 48
1 MR OLDHAM We will try to put data 1|1'd like to note that this has not been forwarded to the
2| together. 2| Commi ssion fromthe rules commttee. The rules
3 COW SSI ONER EDERER:  Also, I'd like to 3| committee did not take the position to include it on the
4| see, along with the conptroller's office, what benefit 4| agenda. They gave the chair the option, and | did
5| Texas will get fromthis step, this procedure. | think 5|authorize the staff before. So this has not been
6|that that's -- that would be very inmportant for us to 6| endorsed by the rules conmittee.
7| know. So, in your research, the feedback that we will 7 Mark, can you lay the itemout for us,
g|get fromthe public, | think, this will be very helpful. 8| pl ease?
9 MR, BENNETT: | know the breeders are 9 MR FENNER  Yes, sir.
10|l eaving the state for other states, so we are losing all |10 Proposed new Rule 309.13 will outline the
11| that. What they bring to their conmunity, you know, the [11|tenporary |license to conduct racing at |ocations other
12| taxes they pay, they are noving their operations out. 12| than the designated locations. You'll see on Pages 106
13|11t will stop that. 13| through 108 of the packet the specific proposal that
14 CHAI RMAN SCHM DT:  Thank you, Gentlemen. 14| you' re considering.
15| Thank you very nuch. 15 Now, it addresses the standards for
16 MR, OLDHAM  Thank you. 16| issuance of a tenmporary license, the information that
17 CHAI RVAN SCHM DT:  Any other questions by |17|nust be in the application for a tenmporary license, and
18| any other commi ssioners? 18| provisions relating to the expiration of the |icense.
19 I think we have vetted this -- 1"l 19| !t also includes a provision allow ng the Commission to
20| certainly entertain a notion to publish the proposed 20| require a bond fromthe |licensee to ensure that the
21| amendrment s described in Sections V.A. and V.X. in the 21| proposed live race days are run.
22| Texas Register for public coment. 22 Now, at Saddl e Brook Park's request, the
23 Motion made by Vice Chair Ederer and 23| rule also contains a provision allow ng the Conmmi ssion
24| seconded by Dr. Martin. | think we had enough 24|to grant a two-year extension of a tenporary |icense as
25| discussion. | think we ought to call this for a vote. 25| long as the extension is granted before the |icense
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1| expires. 1|with the issuance of a tenporary |icense, you have to
2 To request an extension, the |icensee 2| hold a valid license. You also have to ensure that
3| woul d have to subnit a managenent and business plan 3| you' ve not conpleted construction within the designated
4| describing its strategy for funding and conpleting 4|location of a license hol der.
5| construction of the pernmanent facility within the period | 5§ The tenporary |location that you' re going
6| of the extension. 6|to be placing your facility has to be in the sane county
7 Once the license expires, an association 7| as the designated county. You have to nake sure that
g| has no ability to extend the temporary license or to get g|you nmeet all zoning laws, and you have to ensure that
9|a new tenporary license. As the chairman nentioned, 9| the association has no outstanding fees or bonds for the

10| this was discussed at the rules conmittee neeting on 10| Commi ssi on and the Commi ssion has al so issued future
11| May 20 and the chairman authorized staff to bring it to [11|race dates. If the Commi ssion finds that the tenporary
12| you on this agenda. 12|license is in the public interest, then they can issue
13 CHAI RMAN SCHM DT:  Ckay. Thank you, Mark. |13|that tenporary |icense.

14 I'd like to recognize Brian Newby 14 And the reason | went through all of that
15| representing Saddl e Brook, traveled here from Fort 15|is because that's really the test, the test that you
16| Wrth. 16| W ll look at in issuing both the temporary |icense as
17 Vel cone, M. Newby. 17| well as an extension, and the standards are the same.
18 MR NEVBY: Thank you, M. Chairnman, 18 Now, in regards to the extension of a

19| Commi ssi oners. 19|license, that is going to be done through a witten

20 M/ name is Brian Newby. |'man attorney 20| request, and that witten request is inportant because
21| fromFort Worth, and |'mhere representing Saddle Brook |[271|it will detail specifically through a managerent plan
22| Park, LLC, and |I'mjoined here by the CEO of Saddle 22| and a business plan how the tenporary license is in the
23| Brook, Lynn Al exander, and also by Jeff Hooper. 23| best interest of not only the |icense holder but also
24 I"d like to begin ny presentation by 24| the industry in general.

25| thanking the Conmission and its staff for the support 25 And that will be subnmitted to the

Page 50 Page 52
1| for license holders and the true conmtrent that you 1| Commission for its review and its analysis, so you'll
2| always had to ensure successful racing in Texas. And I 2| have an opportunity to review that application, exam ne
3| recogni ze that you have addressed sone very chal |l enging 3|it and make decisions for yourself.
4|issues here this morning; and because of that, you also 4 And it's upon the conpletion of that
5| need to be commended. 5|review that you'll have an opportunity to then exercise
6 Now, M. Fenner did a good job of kind of 6| that control by either approving the tenporary license
7|laying out the rule, and I'd like to focus on a couple 7|or refusing to extend the tenmporary |icense.
g|of pieces to that. W've had a very, very good 8 And the Commi ssion then, under the draft
9| opportunity to work with the Commi ssion staff on this g|rule that we presented to you, has another opportunity,

10| proposed rule, and it really focuses on two points. 10| an opportunity to nonitor that extended tenporary

11 The first is ensuring that there's a rule |11]|!icense after one year and get a progress report from
12| that describes how we craft the issuance of tenporary 12| the license hol der.

13| licenses in Texas; and that, we believe, will benefit 13 Now, we have not proposed that the

14| not only Saddl e Brook but also the entire industry. 14| staff -- we have not proposed this, but the staff did
15 But the proposed rule also sets out the 15| recommend that a tenporary license al so post a bond.

16| exact sequence in the process of that, how that 16| Now, we don't believe that's necessary in Saddl e Brook's
17| application is going to be subnmitted to you and confirnms |17|instance, but it may be a situation where if you're

18| that that license expires after the expiration of two 18| going to extend a tenporary license, you may want that
19| years. 19| tenporary license holder to have a bond put in place.
20 Now, we've al so added the second piece to |[20| That's your deternination.

21| that, and that is the extension of a temporary license. [21 Overall, we think this proposed rule is a
22| And that extension is very inportant in that it provides |22]|good rule. W think it nmeets the needs of tenporary
23| the Commission with conplete control -- conplete control [23]|license holders, nmeets the needs of the Commission, but
24| over how that extension is going to be issued. 24| nost inportantly, it meets the public's interest.

25 And this is howit does it. First off, 25| Because what it does is it provides you w th another
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1| creative solution, solution to the issues that face the 1|the law allows you to go ahead and open a sinulcasting
2| Texas racing industry. 2| facility now at your |icensed |ocation. So wouldn't
3 We believe that you'll find this tenporary | 3|you -- if your tenporary location |icense at your
4|rule ultimately results in the presence of additional 4| facility in town expires, you still have the ability to
5|racing in Texas, additional racing obviously in West 5|open up a sinmulcasting facility at your |icensed
6| Texas under Saddl e Brook, and we believe it will assist 6|l ocation even if the racetrack has not yet been built.
7|you in ensuring that there's a viable racing industry in| 7|Are you aware of that?
8| Texas. 8 MR ALEXANDER: |'mnot aware of that. |
9 And |'mhere to answer any questions. g|don't think that's -- M. Chairman, is that correct?
10 CHAI RVAN SCHM DT:  Any questions of 10| She's saying that we can nove to our pernanent |ocation
11| M. Newby at this tine? 11| and have a sinmulcast facility?
12 Thank you, M. Newby. We nay call you 12 MR FENNER:  If | nay.
13| back, though. Thank you very nuch. 13 That is correct, as long as you have live
14 Lynn Al exander, CEO at Saddl e Brook. 14| race dates granted to you by the Conmission, you could
15 M. Al exander, wel comre. 15| relocate your operations to your designated |ocation at
16 MR, ALEXANDER:  Thank you. 16| any tine, yes.
17 M. Chairnman, Commissioners, |'mbasically |17 COW SSI ONER  EDERER:  You're established
18| here to answer any questions you might have of Saddle 18| where you are at the present time. |Is that right?
19| Brook Jockey O ub, Saddle Brook Park. W have had our 19 MR ALEXANDER: Yes, we are.
20| license for 18 nonths; and since we started, our revenue |20 COW SSI ONER  EDERER:  For you to
21| fromhandl e has gone up about 15 percent. 21|relocate, would that hurt you?
22 W have been able to put over $400,000 in |22 MR ALEXANDER:  Financial | y?
23| purses for the horse industry, and we just need nore 23 COWM SSI ONER EDERER:  Yes.
24| time in order to -- we ask for -- the rule gave us a 24 MR ALEXANDER  Yes.
25| two-year preopening sinulcast, and that's what we have 25 COWM SSI ONER EDERER:  |' mtal ki ng about,
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1| done. 1| would you | ose -- obviously, you' ve got a followng
2 Qur full intention was to build a track 2|there. You've got patrons that come to your
3|and hold live racing, but we just haven't been able to 3| establishnent. If you relocated it out to where the
4 | because of econonics and tinme. And so this extension 4|track is going to be, would you be defeating your
5| woul d give us nore tine. 5| purpose? Wuld you be |osing your patrons, or would you
6 It puts the Conmission in control of -- of 6| be able to keep your patrons and have your new facility?
7| how many extensions we could have and so, you know, 7 MR ALEXANDER: | don't know. That's a
g|we're -- we're here to ask you to give us nore tine 8| good question. | don't know that |I can answer that,
9| because we need nore -- nore revenue. 9| because it's -- certainly our racetrack is certainly out
10 And it certainly hasn't been a profitable |10|of town, and so | would think that it would be very
11| deal for us. |It's been a very nonprofitable deal for 11| tough for us to nove all the people that we have right
12| us, but we do believe that we are getting nuch better 12| now in the mddle of the town in Anarillo.
13| and we think 2014 will be much better than 2013. 13 I don't think that we could take everybody
14 And so | think the horsenen are in full 14| out there with us. And financially, it would be very
15| support of us, and I'mhere to tell you that we need 15| detrimental to us at this tine. Certainly, we can't get
16| your help and we need your vote to give us an extension |1g|it conplete by Cctober.
17| and then we will come back to you. 17 COW SSI ONER ABER:  So you just need an
18 And we've al ways done exactly what we said |18]|extension of your tenporary |icense.
19| we would do. Everything that we said we would do, we've |19 MR ALEXANDER: That is what we are
20| done, but we just don't have the time or the nmoney to 20| aski ng.
21| conplete a racetrack and hold live race dates in 21 COW SSI ONER ABER:  And what is your
22| Cctober. So that's what we're here for. 22| projection to the live racing dates?
23 Any questions? 23 MR ALEXANDER: W would ask to nove our
24 Yes, ma'am 24|live racing dates, exactly the same thing. Live racing
25 COMM SSI ONER O CONNELL: M. Al exander, 25| dates have been granted for 2014. |If we're granted this
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1| rule change that gives us a two-year extension, we would | 1|was a Conm ssion decision. W very rmuch appreciate the
2| nmove the live race dates to 2016. 2| work of the Sunset Conmission, but | think they did
3 COWMM SSI ONER ABER:  Cctober of 2016? 3| change the rules a little bit on you in midstream
4 MR, ALEXANDER: Cctober of 2016. 4 MR ALEXANDER  Yes.
5 COW SSI ONER EDERER: Do you think this 5 CHAI RMAN SCHM DT:  Any ot her questions of
6|tw years will give you the opportunity to go ahead and 6| M. Al exander?
7| build the track or are you just going to ask for another 7 Ckay. Thank you, sir. W nmay call you
g|one in a few nore years? 8| back.
9 MR, ALEXANDER: Well, | would hope so, you| 9 MR, ALEXANDER:  Appreciate it.
10| know. That's our plan. | nean, everybody would like to |10 CHAI RMAN SCHM DT:  Jeff Hooper with Saddl e
11| see that. General -- we're only required to have two 11| Brook Park. M. Hooper?
12| dates of live racing and, you know, spending 5 to 12 MR HOOPER: |1'mjust here as a resource.
13| $12 nillion for a racetrack for two live race dates and (13 CHAI RVAN SCHM DT:  Just here as a
14| to hold seven or eight races is a lot. And, you know, 14| resource. Geat.
15| we are going to have to be able to have a lot nore race |15 Any further comments from any of the
16| dates than that probably in order to make it even 16 | Commi ssi oner s?
17| feasible, so ... 17 Ms. O Connel | ?
18 COW SSI ONER  EDERER:  You can get a |ot 18 COWM SSI ONER O CONNELL: | have a question
19| nore race dates. 19| for M. Fenner, and that is just about the section of
20 MR, ALEXANDER: We don't have any nore 20| the Racing Act that deals with temporary |ocation
21| horses, though. That's one of the biggest problens. 21| licenses.
22 COW SSI ONER EDERER: | think the horses |22 It seens pretty clear fromreading that
23| will cone, but you have to have soneplace to run them 23|that the legislative intent was to only have these
24 MR, ALEXANDER: Well, | don't think -- 24 |tenporary licenses be two years, and that is really
25|it's -- it's, you know -- | can't tell you. | can just |[25]|based on just the reading of the Act.
Page 58 Page 60
1|tell you we feel like with this extension we can -- we 1 It says that -- it explicitly says you
2| plan to do that. 2| cannot extend the tenporary location license after it
3 CHAI RMAN SCHM DT: M. Al exander, |'m 3| expires, and it explicitly says you cannot get a second
4| synpathetic to your proposal. | wanted to clarify. | 4| tenporary location license, that the sane parties cannot
5 would think it's fair to say that your license, prior to| 5|get a second license and that -- the Conmission's
6| you assuning a role in the managenent of this operation, 6| rul e-making authority has to be consistent with the
7| was dormant for alnobst 20 years. 7| grant that comes fromthe Act.

8 MR ALEXANDER:  Yes, sir. 8 So it seens that this proposal is really
9 CHAI RVMAN SCHM DT: | think all the 9| asking us to circunvent that clear |anguage. | think
10| Commi ssioners -- Conmi ssion staff are very appreciative |10|that's a concern to the -- to the conptroller. | nean,

11| of your efforts to actually turn some dirt, open up a 11| the statute does not -- it explicitly says you can't

12| facility and make real plans and invest real noney. 12| extend it after expiration and you can't get a second
13 I felt alittle synpathetic to your 13| !icense.

14| proposal in part, because while you have a financial 14 And we're being asked to interpret the
15| plan, the Sunset Commission in turn changed the funding |15(silence on whether you can extend it before it expires
16| operation of this Commi ssion. 16| as legal authority to act, and that is -- that is a

17 And | would just ask you, the fact that 17| concern to the conptroller.

18| you suddenly received an additional burden in terns of 18 I think the conmptroller is not, you know,
19| carrying the cost of your license, did it significantly |19|(feels like this kind of rule -- rule proposal is outside
20| affect your operations to any degree? 20| the bounds of our authority and that the Act is pretty
21 MR ALEXANDER: Absolutely. Qur license 21| clear on this point.

22| fee went from 100 to $230, 000 a year. 22 I's that what we are being asked to do, to
23 CHAI RVAN SCHM DT:  Ckay. 23| find that silence is our legal authority for extending
24 MR, ALEXANDER: So quite a burden. 24| this license?

25 CHAI RMAN SCHM DT:  Yeah, | don't think it |25 MR, FENNER: | agree that Section 6.15 of
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Page 61 Page 63
1|the Act, fromreading it, it appears to me that the 1| recently, although in slightly different tinme franes,
2|intent is a two-year tenporary license; and the fact -- 2|land it did not pass. So that -- that's concerning and
3| when the tenporary license was granted, originally you 3| sonething that the conptroller has taken note of.
4| may renenber that the DPS representative asked me 4 CHAI RMAN SCHM DT:  Any further discussion?
5| whether there was an opportunity for it to be extended, 5 COWM SSI ONER ABER:  Yeah, | want to say,
6|and | said no. 6|too, they contribute a |lot of noney and everybody wants
7 But subsequent to this tine, you know, 7|themto be successful, and | still don't see what is
8| M. Newby, who is very creative and a good | awyer, you g|wong with posting it and getting the opinions of
9| know, presented this interpretation of reading this 9| everybody to see if they can go forward, because they

10| word, you know, after a |license has been expired, you 10| are doing a good job with it and it's tough.

11| can't get an extension or a new license. And that's 11 COWM SSI ONER O CONNELL: | think just the
12| what lawyers do; they l|ook at |anguage critically. And |12|issue is that public comrent cannot cure whether or not
13| this is, | believe, a permissible -- it is an option for |13|the initial authority is there, and that's really the
14| the Conmission to consider. 14| conptroller's concern.

15 This is a policy question that you could 15 The conptroller certainly would -- w shes
16| weigh in and decide that you do want to interpret it 16| all the best to Saddl e Brook Park, but, you know, Saddle
17| this way. |'ve been pretty upfront with people that in |17|Brook Park had to know when they initially started this
18| the plain | anguage of this section it looks to be |ike 18| process there was a significant -- | nean, the |aw was
19|it's a one-tinme, two-year tenporary license. 19|it would only be a two-year |icense.

20 CHAI RMAN SCHM DT:  So the critical 20 And Saddl e Brook Park nmust have had a

21| perspective fromyour -- our counsel's perspective is 21| Plan B, and they nust have known if the tinmeline ran
22|sinmply the fact that if we act before it expires, it nmay |22|out, that they could open a simulcast facility. And

23| be pernissible. 23| they still can at their tenporary license |ocation. But
24 MR, FENNER  Yes, you can interpret it 24 |would that cost us noney? Yes. Wuld it be as

25| that way. 25| expensi ve as opening up a racetrack at that |ocation?

Page 62 Page 64
1 COW SSI ONER O CONNELL:  You can fairly 1| No. But that is an option, and that is surely sonething
2| interpret it the other way. 2| that they contenpl ated.

3 MR. FENNER  Yes. Yes, nma'am 3 CHAI RVMAN SCHM DT:  Any further discussion?
4 COMM SSI ONER LEON:  Is this a proposal -- 4 COW SSI ONER  EDERER: | have a conment.
5|lit's a proposal, again, for -- 5|1 was on the rules committee.

6 CHAI RVAN SCHM DT: A posting, a posting 6 | support the posting, but also, after the
7| for public coment. 7| posting, | would request that we, during this period, be
8 COW SSI ONER LEON:  And we can consi der g| given information concerning the expense and the cost to
9| during this comment period this deliberation of the g|relocate, if it is, in fact, practical to do so. And
10| viewpoints until we rmake a vote at the -- 10| al so, of course, the questions that have been raised by
11 CHAI RVAN SCHM DT: That's perfect. 11| the conptroller, but I know that you have support for

12 COWMM SSI ONER O CONNELL: | think the 12| that. You might, you know, reiterate that to the

13| conptroller, again, although we understand that's the 13| Commi ssion during this posting coment period.

14| purpose of the public comrent period and that the 14 CHAI RMAN SCHM DT:  Any further

15| conptrol l er wel comes public coment and the refinement 15| di scussi ons, comments?

16| of those ideas during that -- that period, the idea 16 Geat. |I'lIl certainly entertain a notion
17|initially has to be within the rul e-nmaking authority of 17|to publish the proposal for a new rule, 309.13,

18| the Commi ssion to nove forward. 18| Tenporary License to Conduct Racing to be published in
19 And so it is her opinion that this 19| the Texas Register for public comment.

20| proposal is not within the Conm ssion's rul e-making 20 Motion by Dr. Aber.

21| authority, so she is going to vote "no" on the posting 21 COW SSI ONER EDERER: And |'11 second.

22| of it. 22 CHAI RMAN SCHM DT:  Second by Vice Chair

23 She does feel like certainly the parties 23| Ederer.

24| are welcone to take this to the legislature, and she's 24 Wul d you please call the roll?

25| aware that they have taken it to the |legislature 25 MS. WELCH:  Chairman Robert Schmidt?
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1 CHAI RMAN SCHM DT:  Favor. 1| therapeutics, we would have a lot nore flexibility to
2 MS. WELCH:. Conmi ssi oner Ron Ederer? 2| follow the RCl standards.
3 COWMM SSI ONER EDERER: I n favor. 3 And then the proposed rule al so
4 MS. WELCH:  Conmi ssioner Qdoria Hicks? 4| pronul gates other nodel rule changes that are in there,
5 Ms. H CKS: In favor. 5|just kind of stylistic changes they made. This proposal
6 MS. WELCH:  Conmmi ssioner M chael Martin? 6| was discussed at the rules conmittee nmeeting on May 20
7 COWM SSI ONER MARTIN:  In favor. 7|and -- (inaudible).
8 MS. WELCH: Conmi ssi oner Vicki Weinberg? 8 CHAI RMAN SCHM DT:  Thank you, Mark.
9 COWMM SSI ONER VEEI NBERG. I n favor. 9 We don't have any public comment.
10 MS. WELCH:  Commi ssi oner Gary Aber? 10 Conmi ssi oner O Connell, do you have
11 COW SSI ONER ABER: I n favor. 11| anything to add?
12 MS. VELCH.  Conmi ssi oner Ann O Connel | ? 12 COWM SSI ONER O CONNELL:  No.
13 COWMM SSI ONER O CONNELL:  Agai nst . 13 CHAI RVAN SCHM DT:  Great.
14 MS. WELCH  Commi ssioner Cynthia Leon? 14 Vice Chair Ederer?
15 COWM SSI ONER LEON: I n favor. 15 COWM SSI ONER  EDERER  No.
16 CHAI RMAN SCHM DT:  Mark, please publish 16 CHAI RVAN SCHM DT:  Any questions for
17| that as well. 17| Cormi ssi oner O Connel | ?
18 MR FENNER  Yes, sir. 18 COW SSI ONER  EDERER: No.
19 CHAI RVAN SCHM DT:  And pl ease formally 19 CHAIRVAN SCHM DT: I'Il entertain a notion
20| advi se Saddl e Brook at Vice Chair Ederer's request. 20| to publish proposed amendnent to Rule 319.364 for
21 MR. FENNER  Yes, sir. 21|testing for anabolic steroids in the Texas Register.
22 CHAI RMAN SCHM DT:  Movi ng forward, next 22 Al those in favor, say "aye."
23| proposal, 319.364, Testing for Steroids. 23 Second -- notion made by Conmi ssioner
24 Can you bring us up to date, M. Fenner? 24| Wi nberg, seconded by Dr. Martin.
25 MR FENNER:  Yes, sir. 25 Al those in favor say, signify by saying
Page 66 Page 68
1 Thi s proposed amendnment woul d renove the 1| "aye."
2| specific general threshold |evels fromthe rule and 2 COW SSI ONERS:  Aye.
3| allow the executive director to instead set those levels | 3 CHAI RMAN SCHM DT:  Anyone opposed?
4| under the broad authority that has been granted to him 4 Ckay. It's passed.
5| under Rule 319.3. 5 Rul e adoptions. Adoption of anendnents to
6 This approach is nore flexible and all ows 6| Rule 309, Grading System anmendment of adoption to Rule
7| the Conmission to follow the standards established by 71311.2, Application Procedure, and adoption of Amendnent
8| ARClI and RMIC nore quickly. [If | mght give you sone 8| Rule 313.110, Coupled Entries.
9| exanpl es. 9 W vetted these fairly extensively. No
10 Wnstrol is a therapeutic anabolic steroid (10| public coment. Can you bring us up to date?
11| that was on RCl's |ist of approved therapeutics and, 11 MR FENNER  Yes, sir.
12| therefore, it is in our rule of approved therapeutics. 12 Each of these three proposals were
13| However, RCl subsequently renoved it and so now our rule |13|published in Texas Register on April 25, and they were
14| allows it, but RCl does not. 14| di scussed at the rules conmittee neeting on May 20,
15 Then anot her exanple is the thresholds 15| which we received no comments in response to the
16| that RCl has recently adopted for steroids and bl ood 16| publication.
17| testing, testing either by serumor blood. This would 17 309. 355 permts the Greyhound Association
18| actually be very beneficial to TVDM.. It's nore cost 18|to require a kennel owner to make a nini num of
19| effective for TVDM.L to conduct testing in serum or 19| 15 percent of the kennel's active greyhounds avail abl e
20| bl ood, but our rule only provides for testing in urine 20| for 660 yards or |onger races.
21| because that's all that was available under the RC 21 The anendrment to 311.2 addresses the
22| standards at the time you guys |ooked at this rule. 22| requirenent of SB162, which requires the state agency
23 So, by taking those thresholds out of the |[23|with licensing functions to adopt rules necessary to
24| specific rule and allowing the executive director to 24| credit the service training or education of service
25| treat those thresholds like it does with other 25| menbers and veterans towards certain |icensing
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Page 69 Page 71
1| requirenents. 1 REPORTER S CERTI FI CATE
2 And finally, the anendnent to 313.110 2 I, Jan E. Harrison, Certified Shorthand Reporter in
3| woul d permit the uncoupling of horses and stake races 3|and for the State of Texas, hereby certify that the
4w th the purse of at |east $50,000. The Texas Quarter 4| transcript is a true record of the testinony given;
5| Horse Association, with the support of the Thoroughbred 5 | further certify that | am neither counsel for,
6| Associ ation, requested this change in order to increase 6| related to, nor enployed by any of the parties in the
7| the nunber of betting interest and thereby inprove the 7|action in which this proceeding was taken, and further
g| attractiveness of the stakes of races of the potential g|that I amnot financially or otherwise interested in the
9| betters. 9| outcone of this action.
10 CHAI RMAN SCHM DT:  There's no public 10 Certified to by nme on this ____ day of
11| comment. 11| June, 2014.
12 Any questions or comments by the 12
13| commi ssi oners? Conmi ssioner O Connell? Thank you for 13
14| your work on the rules conmmittee. 14 JAN E. HARRISON, CSR, RPR, CRR
Texas CSR 2142
15 COWMM SSI ONER O CONNELL:  You' re wel cone. 15 Expiration: 12/31/2015
DEPOTEXAS - Firm Regi stration No. 17
16 CHAI RVAN SCHM DT:  Appreciate it. 16 SUNBELT REPORTI NG - Firm Regi stration No. 87
1016 La Posada Drive, Suite 290
17 I"Il certainly entertain a notion to adopt (17 Austin, Texas 78752
512. 465. 9100
18| the proposed amendments described in Sections 5AA 18
19| through 5BB as published previously in the Texas 19
20| Regi ster. 20
21 Motion by Commi ssioner O Connell and 21
22| seconded by Conmi ssi oner Hi cks. 22
23 Al those in favor, signify by saying 23
24| "aye.” 24
25 COWMM SSI ONERS:  Aye. 25
Page 70
1 CHAI RMAN SCHM DT:  Anyone opposed?
2 That amendnent -- all oral -- oral
3| adoptions are now part of our rule system There's no
4| executive session. Unless it is inconvenient for anyone
5|else, we will continue with our schedule. The next
6| meeting is on the 12th of August and Decenber 8, and
7| we' re adj our ned.
8 Thank you very nuch.
9
10
11 (Proceedi ngs concluded at 11:48 p.m)
12
13
14
15
16
17
18
19
20
21
22
23
24
25
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