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

COW SSI ON MEETI NG
OCTOBER 14, 2014

BE | T REMEMBERED t hat the above entitled matter
came on for hearing on the 14th day of Cctober, 2014,
begi nning at 10:30 AM at 105 West 15th Street, Room
120, Austin, Travis County, Texas, and the foll ow ng
proceedi ngs were reported by SHERRI SANTMAN FI SHER,
Certified Shorthand Reporter for the State of Texas.
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APPEARANCES

Comm ssi oner s: ROBERT SCHM DT
M KE MARTI N
GLORI A HI CKS
GARY P. ABER
VI CKI  VEEI NBERG
JOHAN T. STEEN, I11
ANN O CONNELL
A. CYNTH A LEON
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CHAI RVAN SCHM DT: Good norning. |It's
now 10:30. 1'd like to call the Texas Racing
Comm ssion neeting to order.

Ms. Welch, can you give us the roll call,
pl ease?

M5. WELCH: | will.

Chai rman Robert Schm dt ?

CHAl RMVAN SCHM DT:  Her e.

M5. WELCH. Comm ssioner Ron Ederer?
Comm ssioner doria H cks?

COW SSI ONER HI CKS:  Here.

M5. WELCH. Conmi ssioner M chael Martin?

COW SSI ONER MARTI N: Here.

M5. VWELCH. Conmi ssioner Vicki Wi nberg?

COW SSI ONER VEI NBERG.  Her e.

M5. VWELCH. Commi ssion Gary Aber?

COW SSI ONER ABER:  Her e.

M5. WELCH. Conmi ssi oner John Steen?

COW SSI ONER STEEN:  Here.
VWELCH:  Comm ssi oner Ann O Connel | ?
O CONNELL: Here.
WELCH: Comm ssioner Cynthia Leon?
LEON: Here.
CHAI RVAN SCHM DT: We have a quorum

5 H B D

don't we?
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MS. WELCH. W do.

CHAl RMVAN SCHM DT: W do have -- we're
privileged today to have a representative fromthe
Attorney General's office with us this norning; and to
show deference to their schedule, we're going to nove
now i nt o executive session.

So we're now entering executive session
under CGovernnent Code Section 551.071 to seek the
advi ce of the Comm ssion's attorneys regardi ng pendi ng
or contenplated litigation. The executive session may
i nclude, but is not limted to, |egal advice regarding
Case D 1- G\ 14-003700, the American Legion versus the
Texas Raci ng Comm ssion and Chuck Trout. W'IIl also
seek the advice of the Comm ssion's attorneys as
privileged conmuni cati ons under Sections -- under
Section 551.071.

The time is now 10: 31.

(Recess from10:31 a.m to 11:01 a.m for

executi ve session)

CHAI RVAN SCHM DT: The Comm ssion i S now
reconveni ng out of executive session and the tinme is
now 11:01. During the session we heard the advice of
our attorneys regarding the Anmerican Legi on case.

Public comment. Mark, has anyone turned

in a testinony card?
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MR. FENNER No, sir, no one has turned
in a card.

CHAI RVAN SCHM DT: No public comrent.

MR. FENNER No public comment.

CHAI RVAN SCHM DT:  General busi ness,
update by the budget and finance, Lane Goetsch.

Lane?

M5. GOETSCH:  Good norni ng,

Commi ssioners. |I'mhere to give you the update on the
budget and finance today.

On pages eight and ni ne of your agenda
packet you wll find the agency's fiscal year 2014
operating budget reflecting collections and
expendi tures as of August 31st, 2014. As of that date
t he agency had collected 9.83 mllion or 93 percent of
revenues and expended 9.23 mllion or 85 percent of
budget ed expendi tures.

At this tinme the Racing Comm ssion is in
good operating condition. |If you have any questions,
will be glad to answer them

CHAI RVAN SCHM DT:  Any questions?

Al right, Ms. Goetsch. | just had one
in preparing for the neeting. It is, | guess, the end
of our year on August 31st.

M5. GOETSCH: Yes.
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CHAl RVAN SCHM DT: We have unappropri at ed
expendi tures of 900, 000 dol |l ars and change.

MS. GOETSCH:  Yes.

CHAl RMAN SCHM DT: What's that for?
That's for outstanding bills?

M5. GOETSCH. Yes. Now, we have Peri od
13, we call it, open through Septenber and Cctober; and

we also w il have our encunbrances and accrued payabl es
rolling forward. So we will be using those expenditure
f unds.

CHAI RVAN SCHM DT: So you think you'l
use themall up.

M5. GOETSCH: Either that or roll them
forward. W are rolling sonme funds forward into '15.

CHAI RVAN SCHM DT: Okay. Any ot her
guestions?

Thank you very nuch, na'am

M5. GOETSCH.  Ckay.

CHAI RVAN SCHM DT: WAgering statistics,
Lila Smth.

Ms. Smth? Wl cone.

M5. SMTH. Good norni ng, Conm ssioners.

On page 10 through 12 of your materials
are the wagering statistics for the periods of January

1st through Cctober 5th for both 2013 and 2014. The
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report reflects that in 2014 total wagering activities
have i ncreased at the horse tracks by 4.53 percent and
has decreased at the greyhound racetracks by 4.43
percent. Statew de the handle has increased by 3.85
percent.

Do you have any questions?

CHAI RVAN SCHM DT:  Any questions by any
of the Comm ssioners?

Thank you, Ms. Smth.

M5. SM TH. Thank you.

CHAI RMAN SCHM DT: Racetrack inspecti ons,
Ji m Bl odgett.

Ji n?

MR. BLODGETT: M. Chairman,
Comm ssi oners, good norning.

Commi ssioners, the racetrack inspection
report is included in your packet under the general
business tab this norning. It covers a period of tine
from August 1st, 2014, to Septenber 30th, 2014. At
this tinme these inspections were conducted in the areas
of veterinarian, safety and security, racing
adm ni stration, wagering at Lone Star Park, Retama
Park, Gulf G eyhound Park, Valley Race Park, and Saddl e
Brook Jockey Club. A breakdown of the inspection types

i ncl uded ni ne schedul ed, one no-notice, and one
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fol | ow up.

|'d bring your attention to two issues
that remai ned unsatisfactory as of the reporting tine.
Both i ssues, one at Lone Star and one at Retama Park,
I nvol ved the ATM machi nes providing cash to credit card
requests. We're told that these have not been resol ved
at this time, but they are working to resolve the
| Ssue.

And | have nothing further on this
report. | would be happy to answer any of your
guesti ons.

CHAI RMAN SCHM DT: The machi nes are
il1legal or they're not giving the right --

MR, BLODGETT: No. As required by our
rul es, they cannot dispense cash for credit card
requests. |I'mtold that that is a flawin the
progranm ng. Curley Trahan is here that could better
address that issue if you had any specific questions on
it.

CHAI RVAN SCHM DT:  Any ot her questions of
Ji n?

Thank you, Jim Thank you very nuch.

M. Speight, enforcenent report?

MR. SPEI GHT: Good nor ni ng,
Conmi ssi oners.
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On page 14, the only thing I1'd like to
poi nt your attention to is in the notes. W had six
Class 1 drug violations that ended in -- that resulted
in 10,000 in fines and a one-year suspension. And we
hadn't had any since 2012, so we're on the | ookout for
Class 1 type offenses.

CHAI RVAN SCHM DT:  Any questions of
M. Speight?

Thank you, Joel. Thank you very mnuch.

Ckay. Item B, approval of the internal
audit plan for fiscal year 2015.

M. Rufus, can you present your plan for
us? Wl cone.

MR, GONZALES: Good nor ni ng,

M. Chairman, Conm ssioners. M nane is Robert
Gonzales and I'mhere to represent the CPA firm of
Monday N. Rufus, PC, as the internal auditor for the
Texas Racing Comm ssion. M. Rufus couldn't make it,
so that's why he sent nme today. He got tied up.

As internal auditor, we are required by
the Texas Internal Auditing Act to prepare an audit
plan and present it to the governing board for
approval. And this would be the fiscal year 2015
I nternal Auditing Act.

In order for us to prepare an audit plan,
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we have to prepare a risk assessnent, which entails
reviewi ng the agency's strategic plan, |egislative
appropriation reports, annual financial reports,
operating budget reports, other audit reports fromthe
State auditors, the LBB, the Sunset Comm ssion, and
basically everything that pertains to the agency.

Additionally, we did interview sone of
t he division heads or surveyed sone others. And based
upon that information, we canme up with what we consi der
areas of interest, which used to be auditable units --
we like to call themareas of interest -- which are on
page nine of the internal audit plan before you.

We al so used eight risk factors on each
of these areas of interest and they're listed on page
10. They woul d be exposure factor |evel for each area,
conplexity, materiality, quality of controls, changes
I n systenms and processes, result of |ast audit, extent
of other controls or coverage, and normal audit
intervals. W assigned a score of one to five to each
risk factor and then we used those nunbers against the
areas of interest.

After conputing the total risk, we rank
them as high risk, noderate risk, and lowrisk. It's
worth nentioning that if an area of interest is

considered high risk, that doesn't necessarily nean
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that it's being poorly run or that there's a concern to
be worried about. |It's just that once you conpile the
conputation of all those eight factors into that area,
It conmes out high.

A good exanple would be, if you have a
low risk area and it hasn't been audited in five years,
then you have to assign it a high risk of five just by
the nere fact that it hasn't been | ooked at in five
years. So that doesn't necessarily nmean there's
something wong with it.

After computing all the risk assessnent
areas, we're recommending the followi ng areas for audit
in fiscal year 2015 which are on page 11. The areas
are drug testing and an audit followup on prior year's
recomendat i ons, which was on payroll and personnel
processes.

|'d be nore than happy to entertain any
guestions you all nmay have.

CHAI RMAN SCHM DT: | just had one
guestion. | went through this.

MR. GONZALES: Yes, sir.

CHAl RVAN SCHM DT: And | saw your
criteria. In layman's terns, for a non-accountant,
non-auditor, why is drug testing at high risk? 1Is it

because there's a |l ot of tests?
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MR. GONZALES: We haven't |ooked at it
before and there are a | ot of other enforcenent
entities that are involved at the sane tine, and we
basically just want to nmake sure that the agency is
follow ng the policies and procedures or if there's
reasons to enhance it.

There's not anything in particul ar that
we're | ooking at because we are aware that there are
other entities involved even in the operation -- on the
daily operations of it. So that's one of the reasons
that we're doing it.

CHAI RVAN SCHM DT: Thank you.

Any ot her questions? Do we have any
guestions of Lane Goetsch regarding this? No?

Thank you very nuch, sir.

MR. GONZALES: Thank you.

CHAl RVAN SCHM DT:  Any public comment ?

MR. FENNER:  No.

CHAl RMAN SCHM DT: Ckay. Any discussion
by the Comm ssioners, any comments, thoughts?

If not, I'lIl certainly approve a notion
to -- I'lIl certainly entertain a notion to approve the
Internal audit plan for fiscal year 2015.

COW SSIONER HICKS:  1'Il1 make the

not i on.
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CHAI RVAN SCHM DT: A notion rmade by
Ms. Hicks, Comm ssioner Hicks.

COW SSI ONER VEI NBERG  Second.

CHAI RVAN SCHM DT:  Seconded by
Commi ssi oner Wi nberg.

Al'l those in favor signify by saying
aye.

COW SSI ONERS: Aye.

CHAI RVAN SCHM DT:  Anyone opposed?

That's passed.

The next itemis a nmenorandum of
understanding with the Texas Veterinary Medi cal
Di agnostic Laboratory for the fiscal year 2015.

M. Fenner, could you lay this out for

us, sir?

MR. FENNER  Yes, sir.

Comm ssi oners, the Racing Act provides
that the drug testing done of the race animals wll be

conducted by the Texas Veterinary Medical Di agnostic
Lab. It also provides that the charges for the drug
testing will be paid by the associations and that the
Commi ssion reviews the invoices to make sure the
charges are reasonable. As part of that process, we
enter into a nmenorandum of understanding with TVNMDL

each and every year.
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Now, this MOU has been updated in a
nunmber of respects, partly because TVMDL is making some
changes that include even greater accuracy and
ef fectiveness of the testing program For exanple, the
MOU reflects that they are going to be noving from
screeni ng using an ELI SA drug testing systemto using
an instrunental analysis or LCOCMS. This is -- the
LC M5 is nore accurate, can reach greater sensitivity
| evel s, and you can test for nore drugs at the sane
tinme. The MOU is also incorporating the possibility of
testing different types of biological substances, such
as ocul ar fluid.

Also we've set a goal in the MU for
Quarter Horse trials whereby TVWDL wll try to return
the results fromthose trials within seven cal endar
days of receipt of the sanple. Oherwi se, the prices
set out in the MU are exactly the sane and we're
forecasting the sane | evel of workl oad.

Travis Mays is here from TVMDL. He may
be able to give you sone nore reports about
devel opnents at the | ab.

['"I'l be happy to answer any questions you
have.

CHAl RMAN SCHM DT: Questions of Mark?

COW SSIONER ABER: |I'd like to talk to
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hi m

CHAI RVAN SCHM DT: M. Mays, can you cone
up for us? Wl cone.

MR. MAYS:. Good norni ng.

CHAI RVAN SCHM DT:  Comm ssi oner Aber?

COW SSI ONER ABER: | 've got to commend
you first for doing the Quarter Horse deal wth the
seven days so that when you have the trials, you know
that you'll have a positive or a negative test before
the finals.

And on this -- | want to ask the status
of your accreditation with the ARCI.

MR. MAYS: Yes, sir. |'mhappy to report
that we received our accreditation for |1SO 17025
effective Septenber the 24th and now we are pl anning
preparations for RMIC accreditation. W are expecting
to submt our application for RMIC accreditation within
the next two weeks. And dependi ng upon how | ong t hat
process takes -- | don't really have a tine frame as to
when the actual site visit would occur, but it appears
that we hope to have that happen by the end of the
cal endar year.

COW SSI ONER ABER:  Very good.

CHAl RVAN SCHM DT: How nany | abs across
the country are RMIC --
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MR. MAYS. To ny know edge, | believe
there's six.

CHAI RVAN SCHM DT: There's si x?

MR. MAYS: Yes, sir.

CHAI RVAN SCHM DT:  So we woul d be the
sevent h.

MR. MAYS: Correct.

COW SSI ONER MARTIN:  |Is everything el se
goi ng good up there?

MR. MAYS:. Yes, sir. There's been sone
significant changes in a positive direction. W've had
some new | eadership, personnel changes within the drug
testing lab to accommbpdate the testing that needs to be
done. And in order to nmake efforts to be able to
| nprove our processes, we've invested quite a bit of
noney -- | say "we". The |lab has invested quite a bit
of nmoney to purchase new instrunentation to allow us to
I ncrease our sensitivity as well as our ability to test
for nore conpounds and i ncrease our workl oad as wel|.

So the overall organization of the drug
testing lab is significantly inproved and | believe
we're headed in a very, very good direction.

COW SSI ONER ABER: | want to ask you one
guestion about the ocular fluid.

MR. MAYS: Yes, sir.
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COW SSI ONER ABER: The way | under st ood
it when we went to a neeting, they had to have the
whol e eyeball. |Is that true?

MR. MAYS: No, sir. W can take the
whol e eyeball and extract the ocular fluid ourselves or

it can come fromthe track. A veterinarian can extract
the ocular fluid at the track and submt the ocular
fluid that way. Either nethod is okay. But here
recently, nost of the sanples have been ocular fluid
that's already been renoved fromthe eyeball.

COWM SSI ONER ABER: Coul d you explain to
me why you went away fromthe ELISA and went to the gas
chr omat ogr aphy?

MR. MAYS:. Sure. The ELISA testing,
first of all, is very expensive. Those kits are not
cheap. And right now we rotate 36 kits every week and
we have about 80 kits total that we rotate through each
week for the nonth. So that's one of the primry
reasons we're trying to elimnate -- phase out the
ELI SA testing and go nore towards the instrunental
testing.

From a screeni ng perspective, the ELISA
testing has a ot of cross-reactivity where it can pick
up on conpounds that may interfere with the drug and

may act |like a drug but not really be the drug. So it
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costs us tine and effort to try and chase that down
when, in fact, it ends up not being confirned. Wereas
with the instrunental screening, we're able to screen
for over 300 drugs in each sanple at one tinme and so we
have nmuch nore accuracy in determ ning whether a drug
Is truly present or, as we refer to it, suspicious and
then proceed with confirmation testing.

It's basically a technology shift. |
nmean, ELISA testing is good for certain things, but
sensitivity is one of the problens. W can't get as
| ow of testing at those picogramper m levels, if you
wll, with ELI SA testing as we can wth
I nstrunent ati on.

COW SSI ONER ABER:  Woul d you go over for
me |ike the cost on sone of this stuff? And I'm
particularly concerned about the paired sanple. They
were extrenely high when sonebody had to send off a
pai red sanple. Wat do you all charge for like a
sanpl e com ng from anot her track?

MR. MAYS: Sure. Qur current fee is
$650. The primary reason for that increased anbunt is
because of the anmpunt of work that has to go into the
confirmation testing for that sanple. W have to
prepare a full calibration curve and positive and

negative controls, and so the anount of work and tine
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that goes into trying to confirmthose sanples is
significantly increased fromroutine sanple testing.

COW SSI ONER ABER:  What is that charge
for the Thoroughbreds? $444 per sanple, $444 on a
stakes race for Thoroughbreds?

MR. MAYS: One of the primary reasons for
that is because we test for every ELISA kit that we
have. So we're not doing just 36 that we would a
regul ar weekly sanple. W're testing for all 80 kits.
So therefore, the cost is significantly increased on
our end because of the nunber of kits that we test for
and screen for.

MR TROUT: If | may, sir, that is a TOBA
requirenent. |It's a Thoroughbred Omers and Breeders
Associ ation requirenent. That's not our requirenent.

CHAl RVAN SCHM DT:  Any ot her questions?

Thank you very nuch. Thanks for com ng
up from Col | ege Station.

COWMM SSI ONER MARTI N:  Thank you for your
hard wor k.

CHAI RVAN SCHM DT:  Any di scussi on by any
of the Comm ssioners, any thoughts?

| actually just wanted to publicly
acknowl edge Dr. Martin and Dr. Aber for working with
the folks down at College Station to really upgrade
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their lab facility. There's a |ot of hours, a | ot of
detail. And the Commi ssion is very, very appreciative
of both of your efforts.

COWMM SSI ONER MARTIN:  The coll ege really
did a good job, really stepped up, and | have to
commend themfor their hard work in getting things back
up to where they needed to be.

CHAI RVAN SCHM DT: To be one of seven
wi Il be a good pl ace.

Any comments? Any notion?

"1l certainly entertain a notion to
approve the nmenorandum of understanding with the Texas
Veterinary Medi cal D agnostic Laboratory for fiscal
year 2015.

COMM SSI ONER MARTIN: | make a noti on.

CHAI RVAN SCHM DT: Dr. Martin.

COW SSI ONER ABER:  Second.

CHAl RVAN SCHM DT: Dr. Aber.

Al'l those in favor signify by saying
aye.

COW SSI ONERS: Aye.

CHAl RVAN SCHM DT:  Anyone opposed?

That's passed.

Proceedi ngs on rul enaki ng, discussion and

possi bl e action, proposal for new Conm ssion Rule
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309. 13, Tenporary License to Conduct Racing.

Mark, can you |lay out the proposed
anendnent, please?

MR. FENNER: Yes, sir.

Comm ssioners, this proposed new rul e
woul d outline the process for the issuance of a
tenporary license to conduct racing at a |ocation other
than the designated |location. At Saddl e Brook Park's
request, the rule also contains a provision that woul d
all ow the Comm ssion to grant a two-year extension of a
tenporary license.

The rul e was published in the Texas
Regi ster on June 27th of 2014 and the rules committee
invited discussion at its July 29th neeting. W did
receive two witten comments in support and one oral
comrent in opposition, and the City of Amarillo
originally submtted witten coments in opposition to
t he proposed rul e.

We now have before us a request by Saddle
Brook Park to anmend the proposed rule and to adopt it
with these changes. Those are highlighted on pages 42
and 43 of your packet.

The first change they requested is to
limt the Commission to issuing a one-tinme-only

extension of the original tenporary license. And the
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second change woul d require the Conm ssion to take
action on a request for an extension within four nonths
of the licensee's request for an extension. | think
t hese changes were made as a result of discussions with
the City of Amarillo; and as a result, the Gty of
Amarillo has withdrawn its earlier objection.

| would tell you that | have provi ded you
a separate confidential nmenorandumto you expressing
staff's opposition to support of the rule, but at this
point it's up to the Comm ssion to deci de.

CHAI RMAN SCHM DT:  Thank you, Mark.

We're going to change the order per
request of Saddl e Brook. Marsha Rountree?

Marsha, are you here?

M5. ROUNTREE: | don't need to testify.
We'd just like to go on record that --

CHAl RMVAN SCHM DT: You're on record as
for?

M5. ROUNTREE: -- the Texas Horsenen's
Partnershi p supports it.

CHAI RVAN SCHM DT: And Mary Ruyl e?

You would like to testify, right, Mary?
The Texas Thor oughbred Associ ati on.

M5. RUYLE: Good norning, Conm ssioners.
Mary Ruyle with the Texas Thoroughbred Associ ati on.
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The TTA board of directors has revi ewed
t he proposed TRC Rul e 309. 13, Tenporary License to
Conduct Racing, and has voted to support this rule. W
believe that its passage will be of assistance in
grow ng purses and state-bred funds for all breeds of
horses in Texas and encouragi ng the breedi ng, owning,
and training of racehorses in Texas.

It will also provide sone nuch needed
financial assistance for the operators of Saddl e Brook
Park so that a racetrack for live racing can be
constructed in Amarillo, providing opportunities for
live racing and pronotion of the sport in this vastly
under served area of Texas.

If you have any questions, |'d be happy
to answer them

CHAl RVAN SCHM DT: Thank you, Ms. Ruyle.

M5. RUYLE: Thank you.

CHAI RVAN SCHM DT: Are there any
guestions of Ms. Ruyle?

Thank you.

And Rob Werstler with the Quarter group?

MR. VERSTLER: Good nor ni ng,

M. Chairman, Comm ssioners. M nane is Rob Werstler.
"' mrepresenting the Texas Quarter Horse Association

today. |I'mjust here to reaffirmthe Texas Quarter
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Hor se Associ ation's support of the rule proposal by
Saddl e Brook Park.

| wanted to add a few things. Talking
with nmy colleagues in Amarillo at AQHA, they tell ne
t hey' ve been working closely with Saddl e Brook Park and
t he people at Saddl e Brook Park have reached out to
themto hel p Saddl e Brook Park increase their wagering
and they have done so. Fromwhat | understand, they
are up 17 percent over last year. So they are
devel oping a new narket here in Texas that | think is
I nval uabl e to our industry.

And | just wanted to point out a couple
of other things. There are sone positive things
happeni ng in Texas right now, which we're not used to
In the horse racing and breedi ng industry very often.
But | don't know if you read -- |ast week there was a
press release fromLone Star Park where they have
I ncreased purses at the Quarter Horse neet by 10
percent. Now, Lone Star Park has received sone purses
that were generated at Saddl e Brook Park, so they have
definitely been part of the sol ution.

Anot her thing that really doesn't have a
whole ot to do with Saddl e Brook Park other than the
fact that they're in Amarillo and working closely with

the AQHA -- and the AQHA are the ones that vote to
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award the Chall enge Chanpi onships -- also there was a
press rel ease | ast week that Lone Star Park has been
awar ded the 2015 Chal | enge Chanpi onshi ps fromthe
Aneri can Quarter Horse Associ ation.

For those of you that don't know, that's
basically the Quarter Horse world chanpi onships. It
hasn't been back to Lone Star or Texas since 2006. W
used to have it every other year. So that's another
extrenely positive light shone on Texas and we're
really happy for that.

|'"'m al so here just to answer any
guestions you nmay have from us.

CHAI RVAN SCHM DT:  Any questions?

Congr at ul ati ons.

MR. VWERSTLER: Thank you. Thank you.

CHAI RVAN SCHM DT: Next, M. Brian Newby
with Cantey Hanger in Fort Worth on behalf of Saddle
Br ook.

MR. NEVBY: M. Chairman, Conm ssioners,
"' mgoing to ask Jeff Hooper to pass out just a very
short Power Point. You have a copy, | believe, of our
Power Poi nt in your package. Sonme of the information is
slightly updated, so | wanted to give you the |atest.

M. Chairman, |'ve got the next two itens

on your agenda, so | thought what | would do is go
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ahead and ki nd of conbine the presentations on both of
themtogether to make it a little bit easier for
ever ybody.

CHAI RMAN SCHM DT: That will be great.
We've got plenty of tine.

MR. NEVBY: First off, let nme thank the
chairman, M. Trout, and M. Fenner for allowing this
particular rule to get laid out for you and have it
publ i shed in the Texas Regi ster.

As you know, part of the process that
we're looking at is if Saddle Brook is allowed the
extension of its tenporary |icense, we need to ensure
that it is in the best interest of the public. And
that's the reason that we're here. And that's why it
was i nmportant that you heard the horse industry talk
about this rule, because we do believe it is exactly
that. It is in the best interest of the public and in
the best interest of racing in general.

Looking at the first page of the
Power Point that | provided to you, we've worked very
hard with the Texas Racing Comm ssion in the drafting
of this particular rule; and they've asked that as part
of this process, we cone up with a plan, a plan on how
we ensure that after the issuance of this tenporary

rule that Saddl e Brook is able to then lead to the
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opening of its track in Amarill o.

The key is we've al so worked with the
Amarillo city officials to ensure that we're crafting
and drafting a rule that neets their requirenents that
al so receives their support and we believe we have that
support and the support letters are in your package.

The benefits to Texas and the benefits to
the horse industry are listed on that next slide that
you see; and the nunbers, | think, are very, very
good. What you see are nearly 557,000 for the
hor senen' s purse account. Saddl e Brook has had a very,
very positive inpact on the industry, both the
I ndustry, the State, and the Gty of Amarillo. You see
things |ike big nunbers, $460,000 in |icensing fees,
approxi mately 57,000 in nutuel tax revenues, nearly
80,000 for the accredited horse bred prograns for
Quarter Horses, Thoroughbreds, Paints, and Arabi ans.
This is the type of operation that we think is good for
the State and good for the industry.

Wagering statistics are on the next
slide. W think it's very inportant that you recognize
sone of the great things that are happeni ng out there
at Saddle Brook. In 2014 we experienced a four --
excuse nme, a 16.5 increase over 2013. That's

tremendous. \When you start | ooking at the other tracks
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around the state and you start |ooking at where those
nunmbers are, what those percentage increases are,
they're relatively small conpared to what Saddl e Brook
has been able to do.

That has everything to do with the
operation that's out there, the Al exander brothers
putting together an operation that has financi al
viability, that they have put together a plan that
shows that they are pronoting and recogni zi ng support
in Amarillo for horse racing. The market is strong out
there and we believe we can continue to increase that
market; and in doing that, we will be able to take this
on a trajectory that's going to lead to |ive racing out
there in Amarill o.

The next slide shows you the Saddl e Brook
facilities. Those of you who are famliar with the
Cadi | l ac Ranch know that this wll be west of the
Cadi |l lac Ranch. We think this will be another touri st
attraction in Amarillo. W think it's a great |ocation
and will be a positive result for all of us out in that
ar ea.

| provided you with a copy of a site
plan. And | know that there was questions early on
about the site itself. And just to make sure that

we' ve alleviated any concerns about that particul ar
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site, the entire 286 acres of that tract are owned by
presi dent Drew Al exander. W're only going to use a
hundred acres of that. So the additional 186 acres
M. Al exander is |looking at to ensure that the

devel opnent in that area is going to be devel opnent
that's conpatible with the introduction of a racetrack
In that area.

We have provided you wwth a site plan
that outlines where the stable areas are, the
racetrack, the paddock area, the clubhouse. It's all
present there. W're working wth experts in the
I ndustry to ensure that what we put out there is going
to be a quality product. W want to nake sure that
everyone is confortable with the fact that that
racetrack is going to be a great racetrack and a great
benefit to the Gty of Amarillo.

Project details are on the next slide.
It's going to be a seven-furlong track, a dirt surface,
and we're also working with industry |eaders on the
devel opnent of that track.

The next slide goes into the site plan or
additional information on the site plan. As you know,
that's part of the process in ternms of you | ooking at
the approval of this particular license is making sure

t hat you understand what our business plan is and what
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our site plan is, what our design is going to be.
That's why we've included this information for you.

A very inportant slide, the next one,
racetrack project costs. These are conservative
projections. W believe that we have consistently held
to the fact it's going to take a firm budget of 7.5
mllion dollars to develop this track in that area.
It's inportant that we focus on that nunber. It's
i nportant that it's a focus for us because that's what
it's going to take in terns of us making sure that
we're generating the revenue, that we can obtain the
financing, that we can build the track.

We want to make sure that we're confident
on those nunbers, which we are, and confident that we
can then go forward with a plan in which we can reach
t hose nunbers. W think that continuing simnulcasting
out in Amarillo makes this a very, very financially
vi abl e project.

The next slide tal ks about the tineline.
Now, the tineline is inportant. And we think you need
to look at that tineline a little bit because what you
see is it's inportant that we do sone things now It's
very inportant, with this 16.5 percent increase that
we're seeing at the sinulcast facility, that we

continue that. And we continue that with the approval
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of sinmulcasting at the neeting today.

W then have one year to secure our
financing. And we believe that we'll be back in
Oct ober of 2015 wth a financial plan that you' re going
to agree to, that you're going to be very, very
confortable with, because we've done what we've said we
were going to do. W'IlIl be back in Novenber of 2015

with a set of plans for the Comm ssion to review that

will ook very, very simlar to what you have in front
of you. W think that those will obtain approval as
wel | .

The key is we've got benchmarks. W' ve
got m | estones. W' ve |ooked at those. W' ve exam ned
those very, very in depth to ensure that we can neet
them And we feel very, very confortable that we can.

But the nost inportant thing is with the
passage of this rule, there is a provision that says
one year out, one year out fromnow, you get a second
| ook. You get to see whether or not Saddl e Brook has
been able to do exactly what it says it's going to do.
And we think that's inportant. W think it's inportant
because we want to ensure that you're confortable wth
what you're voting on, that you're confortable wth the
track record and our ability to neet the m | estones

that we've set out there for you.
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The next slide talks a little bit about
one of the questions that cane up the last tinme that |
was up here. And that was are we able to financially
just nove our sinulcast facility to our current
| ocation. It just nakes sense, doesn't it? That's a
real sinple request.

Well, | wish it was that sinple. It's
not that sinple because when you | ook at the cost, it's
going to cost over four mllion dollars to do that.
And that's just not a financially viable option for us
right now W think that keeping the sinulcast
facility exactly where it's at is the way to do it,
allowus to follow through this business plan, and
we'll get to the great result that we think we can get
to.

The next slide talks a little bit about
tenporary licenses. | know there were sone questions
about whether or not other agencies | ook at tenporary
| i censes and the issuance of tenporary |icenses when
there's not a specific provision in the statute that
allows for a renewal. And so what |'ve done is
outlined a few places for you in which the agencies
have | ooked at | egislative authority, |ooked at renewal
provi sions, and actually put in place renewal

provi sions that are all owed because the agency has been
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given the authorization to nake a rule that determ nes
whet her or not renewal is appropriate.

W believe in this instance that that's
exactly the case. The agenci es have expanded renewal
provi sions even when the statute may show sone sli ght
limtation. |In this particular instance, we think
there is a slight limtation; but you' ve got the
ability, through the rule that's been outlined, to
extend this particular |icense.

The next slide tal ks about the issuance
of this into the Texas Register. That canme out in
June. We thank the Commi ssion for doing that.

And | provided to you sone information we
think is very inportant on the next slide. And that is
that M. Trout has |ooked at this issue. He's |ooked
at this proposed rule and says that he sees no
foreseeable fiscal inpact in adopting this rule. It's
not going to cost the state anything to do it. 1In
fact, it's going to be a positive for the state.

And M. Trout went on and said, you know,
this rule wll have a positive inpact on the state's
agricultural, horse breeding, and horse training. You
know, just the opposite is true as well. Failure to
adopt this rule will have a negative inpact on the

state's agricultural, horse breeding, and horse
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training industry.

We believe that. W think the nunbers
verify that. And it's not difficult to understand that
If we're not able to have this rule passed that the
handle in the state goes down, the ability to assi st
t he horsenen goes down as well. [It's not in the best
Interest of the state not to pass this rule.

The next slide talks a little bit about
the other certifications that we've nmade to the
public. W' ve published this in the Texas Regi ster.
And in publication, we have to go through a process.

We have to go through a process where counsel |ooks at
the rule and says whether or not we have the | egal
authority to do this. And that's exactly what the
Comm ssion has indicated to the public.

The agency has certified that |egal
counsel has reviewed the proposed rule and found it to
be wwthin the State's legal authority to adopt it. W
believe that is a positive, positive thing. And what
it 1s, what it turns into, Comm ssioners, it turns into
a policy issue. It's not a legal issue. It's a policy
| ssue, whether or not this is a rule that you are
confortable in adopting.

At the Comm ssion neetings that we've had

in the past, both the neeting in August of 2012 --
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excuse nme, the August 2012 neeting as well as the June
2014 neeting, you see statenents that were nade. There
was questions by the chairman as to whether or not we
had the proper statutory authority, whether we had the
proper ability to pass this rule. M. Fenner was very
consistent in his statenents. He said that you could

| ook at this a couple of different ways, but it's a
policy question. And it's a policy question that we
believe it is in the best interest of the State to pass
the rule.

Comm ssi oners, there was anot her question
that canme out earlier when | was up here about seeking
an Attorney General opinion. As you know, Saddle Brook
I's not authorized to seek an AG opinion. That's
sonet hi ng the Conm ssion can ask for. It's sonething
that the conptroller's office can ask for. A conmttee
of the Legislature can ask for that. But we believe
there's no need for an Attorney General opinion on this
proposed rul e because we're very confortable with the
authority that exists for this Conm ssion to issue the
rul e.

| provided you with sone short statutory
sni ppets to kind of give you a little background
i nformati on on why you have that authority. | would

just ask that you quickly read through that.
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The nost inportant thing that you' ve
heard is the comments, the coments that have been
before you as well as the comments that are in the
record. And what you see things are -- what you see
things are like the Gty of Ararillo saying "W're
confortable with what you're doing because you've nade
changes that we have asked you to nake."

That's exactly what M. Al exander is
confortable with doing. And that is working with the
Comm ssion, working with the public, working with the
City to ensure that what we put in place out there in
Amarillo is in the best interest of both the Gty, the
I ndustry, as well as what's in the best interest of
Saddl e Brook.

And kind of the last slide -- the second
to the last slide | put there before you is what do we
lose if we don't do this. W think it's very, very,
very inportant that you | ook at that slide because
t hose nunbers are staggering nunbers. Those nunbers
are inmportant nunbers for us to understand.

W | ose $600,000 in horsenmen's purse. W
| ose $460,000 in licensing fees. W |lose $75,000 in
tax revenue. We termnate a thriving business in
Amarillo. And we elimnate, nost inportantly, the true

viability of live horse racing in northwest Texas.
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You need to do not hing nore than | ook
back at that map that | provided to you. Northwest
Texas has one opportunity. And that's Saddl e Brook
Park. W believe that the passage of that rul e nakes
t hat possible, makes this a viable plan, and it's the
right thing to do for Texas.

| know M. Al exander would like to cone
up and provide you with his coments. | thank you for
the tinme that you've given ne to present this to you.
This is the right thing to do. And |I'mready to answer
any of your questi ons.

CHAI RMAN SCHM DT: Thanks, M. Newby, for
your thorough presentation.

Questions, coments?

Thank you.

MR. NEWBY: Thank you.

CHAl RMVAN SCHM DT: M. Al exander?

MR. ALEXANDER: That's a hard act to
foll ow.

M. Chairman, Conm ssioners, ny nanme is
Lynn Al exander and | amthe chief executive officer for
Yel | ow Rose Entertai nment who is the owner of Saddle
Brook Park doing business currently as Saddl e Brook
Jockey d ub.

As you know, a little over two years ago
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nmy brother Drew was stricken -- he suffered a bl ood
clot that alnost cost himhis life. But it did, in
fact, result in the taking of one of his legs. And so
since that tine he's been learning howto live his life
alittle bit differently and |I've been trying to help
himw th some of his business issues and thus ny

I nvol venent with Saddl e Brook. He's recovering well
and getting better and hoping that his dreans of
soneday having live racing in Wst Texas continue to
stay alive.

The rule for preopening tenporary
simul casting states that once a two-year |icense
expires, it cannot be renewed. W |ook at that as the
gl ass being half full and not half enpty. W feel like
that if we extend the license before it expires, then
that's what we're asking you to do.

Some woul d have you to believe that that
was not the legislative intent when the rule was
witten. | don't -- how does anyone know what the
| egi sl ative intent was? How does anybody know what the
| egi slative intent ever is, for that matter?

Especially 25 years ago.

Doesn't it make sense that if they didn't

want to give you any | eeway, they would have said this

Is a two-year maxinumrule for a tenporary license that
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cannot be extended for any reason whatsoever and it
cannot be renewed? But they didn't. | believe that it
was witten that way purposefully to give you guys, the
Raci ng Conm ssion, the flexibility that it needs to
fairly regul ate each situation independently and
separately.

| can tell you what the intent of the
past legislation was and | can tell you that for a
fact. Kel Seliger, Senator Kel Seliger fromAmarillo,
i ntroduced a bill in the Senate to extend that fromtwo
years to six years. It passed out of the Senate
subcomm ttee overwhelmngly. It went to the Senate
fl oor and passed. It then went to the House and was
passed overwhel m ngly out of the House commttee. And
It was sitting on the podium of the Speaker of the
House for a vote the night that the Senate -- or that
t he House adjourned. And the bill, along with 50-plus
other bills, died because of a House rule, which is
anot her rule that probably needs to be addressed and
| ooked at.

Sol -- inclosing, | just ask you to

vote for your heart. You gave us a seven-to-one vote

In favor of getting us this far. | ask you not to
change your mnds now. |It's very expensive to w nd
down a business. | don't think we need a racetrack or
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a racing entity of any kind to close its doors in the
State of Texas right now | don't think that's good.

| thank you for your time. | appreciate
your vote. Thank you very nmuch. Questions for ne?

CHAl RVAN SCHM DT:  Any questions of
Lynn?

Thanks, Lynn. Thank you very mnuch.

MR. ALEXANDER: Thank you, Chairnman.

CHAl RVAN SCHM DT: There's no further
public comment then?

kay. Any discussion by the Comm ssion?

COW SSI ONER ABER:  Yeah, 1'd like to.
You know, we're addressed all the tine by these tracks
that aren't doing anything and we've got one here
that's produced a | ot of noney and really doing a good
job. | think we sure need to stick with it. And I
think you can interpret that rule like it is, that they

can renew it before it expires.

| think they got hit -- you know, you
said last tinme their -- the Sunset Conm ssion hit them
with a 230,000-dollar bill versus a -- it went up from

a hundred thousand. How can you operate a business
when sonebody i ncreases your fees |ike that? You know,
so | think they need every chance we can do to do

this.
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M5. O CONNELL: The Conptroller w shes
Saddl e Brook Park all the success in the world. But
the law at the tinme that you applied for your |icense
was that -- and the law still is that the tenporary
| ocation can only last for two years.

The Comm ssion doesn't have its own
authority. It has the authority that cones fromthe
Legi slature and the authority that conmes through the
Texas Racing Act. And because that section of the
Racing Act is really specific that the tenporary
| icense | ocation should only last for two years -- and
the Conptroller's positionis that it's pretty clear
what the |egislative intent was because they say it can
only last for two years and you can't extend it and
don't even think about trying to get a new one after
two years. So we think that's pretty clear that they
only intended it to last two years.

And al t hough your counsel has identified
a nechani sm by which he thinks that the termcould be
ext ended, which the nechani smwoul d be extending it
bef ore the expiration, you know, we remain concerned
that that does -- you know, that the end product of
that is to have the tenporary |license be extended nore
than two years, which undercuts the whol e purpose of

that part of the Racing Act.
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So we continue to believe that this --
you know, to act and do what you all are asking us to
do would be to overstep our authority that we have from
t he Racing Act.

| think, if I'mreading your original
application correctly, your original plan was to have
the tenporary license -- the tenporary |ocation and
then to go ahead and start building your live racing
track pretty quickly in 2014. And, you know, you don't
have to do that. You can -- you can go ahead and j ust
start to build a sinmulcasting facility at your |icense
| ocation. So that would allow you to not nmake that
full investnment and just to make a partial investnent
but still be able to retain your racing |license.

And so | guess what |I'mlooking at in
your PowerPoint is that you're estinmating that it would
cost 2.5 mllion dollars to do that. So I don't know
I f you can revise those nunbers or scale it down a
little bit. But | nean, if you have -- if you have
wagering that's on the upswi ng and you're contenpl ating
bui | ding your track right next to a well-known touri st
attraction, it seens |like this mght be the opportune
time to go ahead and nmake that switch to your |icense
| ocati on.

That is -- that may not have been your
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original plan. It may need to be kind of a scal ed-back
plan of the original plan. But that is what the | aw
does still allow you to do. And so we would really
encourage you to take a second |l ook at that or, you
know, | ook at the -- again, to | ook at the scope of
that. Maybe you don't need to build a giant parking

| ot right now that would work for all of your future
live racing needs. Maybe a smaller parking |ot that
woul d just serve the sinmulcasting facility right now
woul d be fine.

But it seens like that had to have been
contenpl ated at the tinme even though you had nore
anbitious goals. You know, there still is a reasonable
option for you to continue to build on your success in
a way that we think conplies with the |aw and doesn't
put us at risk of overstepping our |egal authority. W
do think it is a | egal question, not a policy
guesti on.

CHAI RMAN SCHM DT: Thank you,
Comm ssi oner.

COMM SSI ONER MARTIN:  If we voted on this
today, Mark, and if it was voted down, what are their
options?

MR. FENNER. The tenporary license held
by Saddl e Brook Park -- |let nme say that they began
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si mul casting on Decenber 13th of 2012; so counting from
that period of time, they could continue to sinulcast
t hrough Decenber 12th of 2014. Now, that's just to
conduct sinulcasting at their tenporary | ocation.

They are -- as Comm ssioner O Connel
poi nted out, they could continue simulcasting out at
their regularly designated | ocation. They do need to
get sonme new race dates because they have race dates it
does not appear they're going to be able to run this
year. So at the followi ng neeting in Decenber, they
woul d have to cone back and get new race dates; but
then, yes, they could continue to sinulcast at their
regul arly designated | ocation while they prepare to run
t hose race dates.

COW SSI ONER MARTI N:  Thank you.

CHAl RVAN SCHM DT:  Any ot hers?

COW SSI ONER VEI NBERG | have a
guestion. Mark, you know, obviously |I think a |ot of
us feel like we're between a rock and a hard place. W
want this racetrack to succeed. And | appreciate
General O Connell's -- Conm ssioner O Connell's remarks
as an option. And | would just -- | do have your
communi cation wth us. You know, it seens there was a
little bit of a -- you know, fromearlier possibly to

t hi s happening and now this really can't happen.
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Wbul d you just kind of give us nutshell
comrents of what you sent to us and your thoughts on
this?

MR. FENNER |I'mvery nuch in agreenent
with the sentinments expressed by Conm ssi oner O Connel
In that the section of the act that's in question here,
Section 6.15, is very tightly contained. 1It's only
three sentences. And it describes the termof the
tenporary license as being for two years or until the
permanent facility is constructed, whichever is first.
So two years is the maxi num provided explicitly for in
the tenporary | ocation provision.

The area -- the | ast sentence in which
they nmake the argunent that after a license expires, it
can't be renewed opens the possibility of before it
expires, you can, seens to ne to be reaching rather
far, reaching rather hard. And if you' re |ooking for
ot her exanples of how |icenses are treated in the act,
there's not this anbiguity.

When you get to racing |icenses
t hensel ves, racetrack licenses, there's a renewal
provision, but it sets out the criteria and the factors
that the Comm ssion considers in determ ning whether to
renew the license, simlar to what they pointed out in

t hei r exanpl es.

KENNEDY REPORTING SERVICE, INC.
512.474.2233 austincalendar @cr cnational.com



N

g ~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

46

We al so have tenporary licenses in the
occupational license field. But in that case, it sets
out a very explicit limtation. 1It's only good for
that period of tinme. And the purpose of the tenporary
license is so that they can neet the qualifications to
obtain their regular |icense.

Here, this is a simlar type of
function. You can have a tenporary license, but the
pur pose of the license is to build your permanent
facility.

And, you know, | think that if you | ook
at 6.15, it's limted this way because they did not
want to have facilities conducting wagering away from
their track for extended periods of tine. It was a
very limted, focused section of the act.

COW SSI ONER VEI NBERG. I f, in fact, this
Is voted down, can they start over in the future? Wat
are their options?

MR. FENNER  Well, they will not be able
to get another tenporary |license, but they are free to
begi n raci ng, whether sinulcasting or live racing, at
their regular |ocation.

COMM SSI ONER ABER:  You know, in the June
neeting Dr. Schmdt said "So the critical perspective

fromyour or our counsel's perspective is sinply the
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fact that if we act before it expires, it may be
perm ssible.”" You said "Yes, you can interpret it that
way. "

MR. FENNER. | amnot going to say that |
can prohibit you frominterpreting the act in that
way. It's not ny job to forbid you to take one action
or the other.

CHAl RVAN SCHM DT:  Any ot her questions?

MR. ALEXANDER: Chai rman Schmi dt, may |
address the Conptroller's question?

CHAI RVAN SCHM DT:  Sur e.

MR. ALEXANDER: It sounds like a sinple
solution to just go out and spend two and a half
mllion dollars. But if | can talk to you as a
busi nessperson, it's not that easy. W have a business
t hat because of $230,000 a year in licensing fees is
| osi ng 250, 275 thousand doll ars.

W were just mandated that we provide to
t he Conm ssion an audited financial statement and |'ve
just turned that over in the |ast few weeks. M. Trout
was kind enough to give us a little bit of tine because
It took sone tinme to even find sonebody to do that for
us.

But our audited financial statenents show

that we | ost a substantial anount of noney |ast year;

KENNEDY REPORTING SERVICE, INC.
512.474.2233 austincalendar @cr cnational.com




N

g ~ W

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

48

and had it not been for the horse people to step up and
to help us some with some of our licensing fees, it
woul d have been substantially worse.

And | know you guys are in business. |
mean, | know each and every one of you know what it's
like to try to make payroll and to provide businesses
for people to work and do what we do. And this is just
one of the businesses that |I'minvolved in.

You can't go to the bank and show t hem
this financial statement and borrow noney to do it.

You can't go out there and take 200 and -- or
$2, 500, 000 out of your pocket and do it. It would be
econom c sui ci de.

So there is viability for horse
racetracks in the State of Texas now. There was not
viability for racetracks in March. That's why we said
let's try to get an extension back then. And you guys
voted for us and gave us your go-ahead, "Yeah, go ahead

withit. W agree with it," because of the coments
that were made, and | think everybody agreed with it,
that we thought it was possible to get this extension.
But there was no way that we coul d borrow
noney to go -- to get noney to go stick in a hole that
was al ready being dug to the tune it was being, wth

nothing else to go with it. Wy wuld it work out?
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Wiy would a simnulcast facility work six mles out of
town when it won't work right in the mddle of town?
It won't. And any bank is going to |ook at that and
any legitimate businessman is going to look at it and
say "I don't think I'"mgoing to pour another two and a
half mllion dollars in this hole."

But we're getting better where we are.
We're not |osing as nuch noney. And we're just hanging
on for what the future is. And that's why we're asking
you to vote for this rule change and give us an
opportunity to be there when good things happen to
racetracks in Texas.

Thank you for letting ne address your
concern.

COW SSI ONER ABER:  You know, ny comment
is still we're supporting these active-other tracks who
don't even have any |and and we've got sonebody here
that's doing a good job and produci ng noney for the
horsenmen. | think we should pass this just fromthe
fact that it hasn't expired.

CHAI RVAN SCHM DT: | think everybody has
had their say.

Do you want to nake a notion?

COW SSI ONER ABER:  Yeah, 1'Il nmake a

noti on we pass the proposal, 309.13.
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CHAl RMVAN SCHM DT: So there's a notion on
the floor, 309.13. 1In favor?

COW SSI ONER ABER:  Aye.

CHAI RVAN SCHM DT: 1'd say --

MR. FENNER |Is that with the changes?
s that wth the changes requested?

COW SSI ONER ABER: D d sonebody second?

COMWM SSI ONER MARTIN: Do we not have to
i ndividually vote on this or no?

CHAI RVAN SCHM DT: W can vote; or if it
doesn't have a second, then it doesn't vote.

We have a notion on the floor to adopt
Rul e 309.13 with the requested amendnents by Dr. Aber.

s there a second?

Okay. The notion then dies if there's a
| ack of a second.

Going on to the next item request by

Saddl e Brook Park for an extension of a tenporary

| i cense.

Mark, do you want to lay this out?

MR. FENNER Well, considering that
you -- that there is no rule and that the act has no

provi sions for extension of a tenporary license,
tenporary -- Saddl e Brook Park had nade a request to

extend its tenmporary license in contenplation that the
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rule would be passed. |'mnot sure there's any point
I n going forward.

|'d ask M. Newby or M. Al exander
whet her they woul d --

MR. NEWBY: That's correct,
M. Chairman. Wth the [ack of a second, that neans
that the next piece to the puzzle would not be
appropriate to vote on at this tine.

CHAl RVAN SCHM DT: (Ckay. Thank you. So
that wll be w thdrawn.

The next itemis a request by Gulf

G eyhound Park for approval of a change in ownership of

12 percent.

Mark, can you lay this out for us?

MR. FENNER  Yes, sir.

One of the owners of @Gulf G eyhound Park
was Sam Phel ps, who is a -- he owned 25 percent of the

Green G oup, which itself owns Texas Pari - Mt ue
Managenent, a 48 percent owner of @Qulf G eyhound Park.
So by his 25 percent of the 48 percent, he owned 12
percent, in essence, of @Qulf G eyhound Park.

M . Phel ps has passed away and Qul f
G eyhound Park has requested approval of the changes to
his heirs. This would result in 9.24 percent of CGulf

G eyhound Park being held by Scott Phel ps, his son, in
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hi s individual capacity, and the renmaining 2.76 percent
woul d be held by the Sam and Mary Phel ps Trust, of
whi ch Scott Phel ps is the trustee.

The Departnent of Public Safety has run
background checks of Ms. Phel ps and Scott Phel ps and
reported that there's no disqualifying information, so

staff is recommendi ng approval of the change in

owner shi p.

CHAI RVAN SCHM DT: Ckay. M. Mltz, are
you here to -- just available if needed?

MR MOLTZ: M. Chairman, if there are
guestions, |I'mavailable to answer them And we would

request that it be approved.

CHAI RVAN SCHM DT: This | ooks 1ike
housekeepi ng. Geat. Thank you.

Any di scussi on, concerns, or questions?

"Il entertain a notion to approve the
request by @ulf G eyhound for a change in ownership of
12 percent as stated.

COMM SSI ONER HICKS: 1"l make the
nmot i on.

CHAI RMVAN SCHM DT: The notion is nmade by
Commi ssi oner Hi cks.

COW SSI ONER STEEN:  Second.

CHAI RVAN SCHM DT:  Second by Comnmi ssi oner
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St een.

s there any further comrent?

Al'l those in favor signify by saying
aye.

COW SSI ONERS: Aye.

CHAl RVAN SCHM DT: Okay. That's
approved.

Barri ng unforeseen changes from our
di scussion earlier at the beginning of the neeting,
we're schedul ed for the 16th of Decenber. It's |ess

firmthan it was an hour and a half ago, but it's still

firm

"1l certainly entertain a notion to
adjourn. Is there a notion?

COW SSI ONER MARTI N: Mot on.

CHAl RMVAN SCHM DT:  Second?

COW SSI ONER HI CKS:  Second.

CHAl RVAN SCHM DT: Ms. Hicks.

Al'l those in favor signify by saying
aye.

COW SSI ONERS: Aye.

CHAl RVAN SCHM DT: W' re now adj our ned at
12: 02. Thank you.

(Proceedi ngs concluded at 12:02 p.m)
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STATE OF TEXAS )
COUNTY OF TRAVIS )

|, SHERRI SANTMAN FI SHER, a Certified Shorthand
Reporter in and for the State of Texas, do hereby
certify that the above-capti oned natter canme on for
heari ng before the TEXAS RACI NG COW SSI ON as
her ei nbefore set out.

| FURTHER CERTI FY that the proceedi ngs of said
hearing were reported by nme, accurately reduced to
typewiting under ny supervision and control and, after
bei ng so reduced, were filed with the TEXAS RACI NG
COWM SSI ON.

G VEN UNDER MY OFFI CI AL HAND OF OFFI CE at Austi n,
Texas, this 27th day of QOctober, 2014.

P

SHERRI SANTMAN FI SHER, Texas CSR 2336
Expiration Date: 12-31-15

Kennedy Reporting Service, Inc.

Firm Regi stration No. 276

7800 North Mopac Expressway, Suite 120
Austin, Texas 78759

(512) 474-2233
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         1                CHAIRMAN SCHMIDT:  Good morning.  It's

 

         2  now 10:30.  I'd like to call the Texas Racing

 

         3  Commission meeting to order.

 

         4                Ms. Welch, can you give us the roll call,

 

         5  please?

 

         6                MS. WELCH:  I will.

 

         7                Chairman Robert Schmidt?

 

         8                CHAIRMAN SCHMIDT:  Here.

 

         9                MS. WELCH:  Commissioner Ron Ederer?

 

        10  Commissioner Gloria Hicks?

 

        11                COMMISSIONER HICKS:  Here.

 

        12                MS. WELCH:  Commissioner Michael Martin?

 

        13                COMMISSIONER MARTIN:  Here.

 

        14                MS. WELCH:  Commissioner Vicki Weinberg?

 

        15                COMMISSIONER WEINBERG:  Here.

 

        16                MS. WELCH:  Commission Gary Aber?

 

        17                COMMISSIONER ABER:  Here.

 

        18                MS. WELCH:  Commissioner John Steen?

 

        19                COMMISSIONER STEEN:  Here.

 

        20                MS. WELCH:  Commissioner Ann O'Connell?

 

        21                MS. O'CONNELL:  Here.

 

        22                MS. WELCH:  Commissioner Cynthia Leon?

 

        23                MS. LEON:  Here.

 

        24                CHAIRMAN SCHMIDT:  We have a quorum,

 

        25  don't we?
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         1                MS. WELCH:  We do.

 

         2                CHAIRMAN SCHMIDT:  We do have -- we're

 

         3  privileged today to have a representative from the

 

         4  Attorney General's office with us this morning; and to

 

         5  show deference to their schedule, we're going to move

 

         6  now into executive session.

 

         7                So we're now entering executive session

 

         8  under Government Code Section 551.071 to seek the

 

         9  advice of the Commission's attorneys regarding pending

 

        10  or contemplated litigation.  The executive session may

 

        11  include, but is not limited to, legal advice regarding

 

        12  Case D-1-GN-14-003700, the American Legion versus the

 

        13  Texas Racing Commission and Chuck Trout.  We'll also

 

        14  seek the advice of the Commission's attorneys as

 

        15  privileged communications under Sections -- under

 

        16  Section 551.071.

 

        17                The time is now 10:31.

 

        18                (Recess from 10:31 a.m. to 11:01 a.m. for

 

        19                executive session)

 

        20                CHAIRMAN SCHMIDT:  The Commission is now

 

        21  reconvening out of executive session and the time is

 

        22  now 11:01.  During the session we heard the advice of

 

        23  our attorneys regarding the American Legion case.

 

        24                Public comment.  Mark, has anyone turned

 

        25  in a testimony card?
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         1                MR. FENNER:  No, sir, no one has turned

 

         2  in a card.

 

         3                CHAIRMAN SCHMIDT:  No public comment.

 

         4                MR. FENNER:  No public comment.

 

         5                CHAIRMAN SCHMIDT:  General business,

 

         6  update by the budget and finance, Lane Goetsch.

 

         7                Lane?

 

         8                MS. GOETSCH:  Good morning,

 

         9  Commissioners.  I'm here to give you the update on the

 

        10  budget and finance today.

 

        11                On pages eight and nine of your agenda

 

        12  packet you will find the agency's fiscal year 2014

 

        13  operating budget reflecting collections and

 

        14  expenditures as of August 31st, 2014.  As of that date,

 

        15  the agency had collected 9.83 million or 93 percent of

 

        16  revenues and expended 9.23 million or 85 percent of

 

        17  budgeted expenditures.

 

        18                At this time the Racing Commission is in

 

        19  good operating condition.  If you have any questions, I

 

        20  will be glad to answer them.

 

        21                CHAIRMAN SCHMIDT:  Any questions?

 

        22                All right, Ms. Goetsch.  I just had one

 

        23  in preparing for the meeting.  It is, I guess, the end

 

        24  of our year on August 31st.

 

        25                MS. GOETSCH:  Yes.
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         1                CHAIRMAN SCHMIDT:  We have unappropriated

 

         2  expenditures of 900,000 dollars and change.

 

         3                MS. GOETSCH:  Yes.

 

         4                CHAIRMAN SCHMIDT:  What's that for?

 

         5  That's for outstanding bills?

 

         6                MS. GOETSCH:  Yes.  Now, we have Period

 

         7  13, we call it, open through September and October; and

 

         8  we also will have our encumbrances and accrued payables

 

         9  rolling forward.  So we will be using those expenditure

 

        10  funds.

 

        11                CHAIRMAN SCHMIDT:  So you think you'll

 

        12  use them all up.

 

        13                MS. GOETSCH:  Either that or roll them

 

        14  forward.  We are rolling some funds forward into '15.

 

        15                CHAIRMAN SCHMIDT:  Okay.  Any other

 

        16  questions?

 

        17                Thank you very much, ma'am.

 

        18                MS. GOETSCH:  Okay.

 

        19                CHAIRMAN SCHMIDT:  Wagering statistics,

 

        20  Lila Smith.

 

        21                Ms. Smith?  Welcome.

 

        22                MS. SMITH:  Good morning, Commissioners.

 

        23                On page 10 through 12 of your materials

 

        24  are the wagering statistics for the periods of January

 

        25  1st through October 5th for both 2013 and 2014.  The
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         1  report reflects that in 2014 total wagering activities

 

         2  have increased at the horse tracks by 4.53 percent and

 

         3  has decreased at the greyhound racetracks by 4.43

 

         4  percent.  Statewide the handle has increased by 3.85

 

         5  percent.

 

         6                Do you have any questions?

 

         7                CHAIRMAN SCHMIDT:  Any questions by any

 

         8  of the Commissioners?

 

         9                Thank you, Ms. Smith.

 

        10                MS. SMITH:  Thank you.

 

        11                CHAIRMAN SCHMIDT:  Racetrack inspections,

 

        12  Jim Blodgett.

 

        13                Jim?

 

        14                MR. BLODGETT:  Mr. Chairman,

 

        15  Commissioners, good morning.

 

        16                Commissioners, the racetrack inspection

 

        17  report is included in your packet under the general

 

        18  business tab this morning.  It covers a period of time

 

        19  from August 1st, 2014, to September 30th, 2014.  At

 

        20  this time these inspections were conducted in the areas

 

        21  of veterinarian, safety and security, racing

 

        22  administration, wagering at Lone Star Park, Retama

 

        23  Park, Gulf Greyhound Park, Valley Race Park, and Saddle

 

        24  Brook Jockey Club.  A breakdown of the inspection types

 

        25  included nine scheduled, one no-notice, and one
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         1  follow-up.

 

         2                I'd bring your attention to two issues

 

         3  that remained unsatisfactory as of the reporting time.

 

         4  Both issues, one at Lone Star and one at Retama Park,

 

         5  involved the ATM machines providing cash to credit card

 

         6  requests.  We're told that these have not been resolved

 

         7  at this time, but they are working to resolve the

 

         8  issue.

 

         9                And I have nothing further on this

 

        10  report.  I would be happy to answer any of your

 

        11  questions.

 

        12                CHAIRMAN SCHMIDT:  The machines are

 

        13  illegal or they're not giving the right --

 

        14                MR. BLODGETT:  No.  As required by our

 

        15  rules, they cannot dispense cash for credit card

 

        16  requests.  I'm told that that is a flaw in the

 

        17  programming.  Curley Trahan is here that could better

 

        18  address that issue if you had any specific questions on

 

        19  it.

 

        20                CHAIRMAN SCHMIDT:  Any other questions of

 

        21  Jim?

 

        22                Thank you, Jim.  Thank you very much.

 

        23                Mr. Speight, enforcement report?

 

        24                MR. SPEIGHT:  Good morning,

 

        25  Commissioners.
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         1                On page 14, the only thing I'd like to

 

         2  point your attention to is in the notes.  We had six

 

         3  Class 1 drug violations that ended in -- that resulted

 

         4  in 10,000 in fines and a one-year suspension.  And we

 

         5  hadn't had any since 2012, so we're on the lookout for

 

         6  Class 1 type offenses.

 

         7                CHAIRMAN SCHMIDT:  Any questions of

 

         8  Mr. Speight?

 

         9                Thank you, Joel.  Thank you very much.

 

        10                Okay.  Item B, approval of the internal

 

        11  audit plan for fiscal year 2015.

 

        12                Mr. Rufus, can you present your plan for

 

        13  us?  Welcome.

 

        14                MR. GONZALES:  Good morning,

 

        15  Mr. Chairman, Commissioners.  My name is Robert

 

        16  Gonzales and I'm here to represent the CPA firm of

 

        17  Monday N. Rufus, PC, as the internal auditor for the

 

        18  Texas Racing Commission.  Mr. Rufus couldn't make it,

 

        19  so that's why he sent me today.  He got tied up.

 

        20                As internal auditor, we are required by

 

        21  the Texas Internal Auditing Act to prepare an audit

 

        22  plan and present it to the governing board for

 

        23  approval.  And this would be the fiscal year 2015

 

        24  Internal Auditing Act.

 

        25                In order for us to prepare an audit plan,
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         1  we have to prepare a risk assessment, which entails

 

         2  reviewing the agency's strategic plan, legislative

 

         3  appropriation reports, annual financial reports,

 

         4  operating budget reports, other audit reports from the

 

         5  State auditors, the LBB, the Sunset Commission, and

 

         6  basically everything that pertains to the agency.

 

         7                Additionally, we did interview some of

 

         8  the division heads or surveyed some others.  And based

 

         9  upon that information, we came up with what we consider

 

        10  areas of interest, which used to be auditable units --

 

        11  we like to call them areas of interest -- which are on

 

        12  page nine of the internal audit plan before you.

 

        13                We also used eight risk factors on each

 

        14  of these areas of interest and they're listed on page

 

        15  10.  They would be exposure factor level for each area,

 

        16  complexity, materiality, quality of controls, changes

 

        17  in systems and processes, result of last audit, extent

 

        18  of other controls or coverage, and normal audit

 

        19  intervals.  We assigned a score of one to five to each

 

        20  risk factor and then we used those numbers against the

 

        21  areas of interest.

 

        22                After computing the total risk, we rank

 

        23  them as high risk, moderate risk, and low risk.  It's

 

        24  worth mentioning that if an area of interest is

 

        25  considered high risk, that doesn't necessarily mean
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         1  that it's being poorly run or that there's a concern to

 

         2  be worried about.  It's just that once you compile the

 

         3  computation of all those eight factors into that area,

 

         4  it comes out high.

 

         5                A good example would be, if you have a

 

         6  low risk area and it hasn't been audited in five years,

 

         7  then you have to assign it a high risk of five just by

 

         8  the mere fact that it hasn't been looked at in five

 

         9  years.  So that doesn't necessarily mean there's

 

        10  something wrong with it.

 

        11                After computing all the risk assessment

 

        12  areas, we're recommending the following areas for audit

 

        13  in fiscal year 2015 which are on page 11.  The areas

 

        14  are drug testing and an audit follow-up on prior year's

 

        15  recommendations, which was on payroll and personnel

 

        16  processes.

 

        17                I'd be more than happy to entertain any

 

        18  questions you all may have.

 

        19                CHAIRMAN SCHMIDT:  I just had one

 

        20  question.  I went through this.

 

        21                MR. GONZALES:  Yes, sir.

 

        22                CHAIRMAN SCHMIDT:  And I saw your

 

        23  criteria.  In layman's terms, for a non-accountant,

 

        24  non-auditor, why is drug testing at high risk?  Is it

 

        25  because there's a lot of tests?

 

 

 

 

�                                                               12

 

 

 

 

         1                MR. GONZALES:  We haven't looked at it

 

         2  before and there are a lot of other enforcement

 

         3  entities that are involved at the same time, and we

 

         4  basically just want to make sure that the agency is

 

         5  following the policies and procedures or if there's

 

         6  reasons to enhance it.

 

         7                There's not anything in particular that

 

         8  we're looking at because we are aware that there are

 

         9  other entities involved even in the operation -- on the

 

        10  daily operations of it.  So that's one of the reasons

 

        11  that we're doing it.

 

        12                CHAIRMAN SCHMIDT:  Thank you.

 

        13                Any other questions?  Do we have any

 

        14  questions of Lane Goetsch regarding this?  No?

 

        15                Thank you very much, sir.

 

        16                MR. GONZALES:  Thank you.

 

        17                CHAIRMAN SCHMIDT:  Any public comment?

 

        18                MR. FENNER:  No.

 

        19                CHAIRMAN SCHMIDT:  Okay.  Any discussion

 

        20  by the Commissioners, any comments, thoughts?

 

        21                If not, I'll certainly approve a motion

 

        22  to -- I'll certainly entertain a motion to approve the

 

        23  internal audit plan for fiscal year 2015.

 

        24                COMMISSIONER HICKS:  I'll make the

 

        25  motion.
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         1                CHAIRMAN SCHMIDT:  A motion made by

 

         2  Mrs. Hicks, Commissioner Hicks.

 

         3                COMMISSIONER WEINBERG:  Second.

 

         4                CHAIRMAN SCHMIDT:  Seconded by

 

         5  Commissioner Weinberg.

 

         6                All those in favor signify by saying

 

         7  aye.

 

         8                COMMISSIONERS:  Aye.

 

         9                CHAIRMAN SCHMIDT:  Anyone opposed?

 

        10                That's passed.

 

        11                The next item is a memorandum of

 

        12  understanding with the Texas Veterinary Medical

 

        13  Diagnostic Laboratory for the fiscal year 2015.

 

        14                Mr. Fenner, could you lay this out for

 

        15  us, sir?

 

        16                MR. FENNER:  Yes, sir.

 

        17                Commissioners, the Racing Act provides

 

        18  that the drug testing done of the race animals will be

 

        19  conducted by the Texas Veterinary Medical Diagnostic

 

        20  Lab.  It also provides that the charges for the drug

 

        21  testing will be paid by the associations and that the

 

        22  Commission reviews the invoices to make sure the

 

        23  charges are reasonable.  As part of that process, we

 

        24  enter into a memorandum of understanding with TVMDL

 

        25  each and every year.
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         1                Now, this MOU has been updated in a

 

         2  number of respects, partly because TVMDL is making some

 

         3  changes that include even greater accuracy and

 

         4  effectiveness of the testing program.  For example, the

 

         5  MOU reflects that they are going to be moving from

 

         6  screening using an ELISA drug testing system to using

 

         7  an instrumental analysis or LC/MS.  This is -- the

 

         8  LC/MS is more accurate, can reach greater sensitivity

 

         9  levels, and you can test for more drugs at the same

 

        10  time.  The MOU is also incorporating the possibility of

 

        11  testing different types of biological substances, such

 

        12  as ocular fluid.

 

        13                Also we've set a goal in the MOU for

 

        14  Quarter Horse trials whereby TVMDL will try to return

 

        15  the results from those trials within seven calendar

 

        16  days of receipt of the sample.  Otherwise, the prices

 

        17  set out in the MOU are exactly the same and we're

 

        18  forecasting the same level of workload.

 

        19                Travis Mays is here from TVMDL.  He may

 

        20  be able to give you some more reports about

 

        21  developments at the lab.

 

        22                I'll be happy to answer any questions you

 

        23  have.

 

        24                CHAIRMAN SCHMIDT:  Questions of Mark?

 

        25                COMMISSIONER ABER:  I'd like to talk to
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         1  him.

 

         2                CHAIRMAN SCHMIDT:  Mr. Mays, can you come

 

         3  up for us?  Welcome.

 

         4                MR. MAYS:  Good morning.

 

         5                CHAIRMAN SCHMIDT:  Commissioner Aber?

 

         6                COMMISSIONER ABER:  I've got to commend

 

         7  you first for doing the Quarter Horse deal with the

 

         8  seven days so that when you have the trials, you know

 

         9  that you'll have a positive or a negative test before

 

        10  the finals.

 

        11                And on this -- I want to ask the status

 

        12  of your accreditation with the ARCI.

 

        13                MR. MAYS:  Yes, sir.  I'm happy to report

 

        14  that we received our accreditation for ISO 17025

 

        15  effective September the 24th and now we are planning

 

        16  preparations for RMTC accreditation.  We are expecting

 

        17  to submit our application for RMTC accreditation within

 

        18  the next two weeks.  And depending upon how long that

 

        19  process takes -- I don't really have a time frame as to

 

        20  when the actual site visit would occur, but it appears

 

        21  that we hope to have that happen by the end of the

 

        22  calendar year.

 

        23                COMMISSIONER ABER:  Very good.

 

        24                CHAIRMAN SCHMIDT:  How many labs across

 

        25  the country are RMTC --

 

 

 

 

�                                                               16

 

 

 

 

         1                MR. MAYS:  To my knowledge, I believe

 

         2  there's six.

 

         3                CHAIRMAN SCHMIDT:  There's six?

 

         4                MR. MAYS:  Yes, sir.

 

         5                CHAIRMAN SCHMIDT:  So we would be the

 

         6  seventh.

 

         7                MR. MAYS:  Correct.

 

         8                COMMISSIONER MARTIN:  Is everything else

 

         9  going good up there?

 

        10                MR. MAYS:  Yes, sir.  There's been some

 

        11  significant changes in a positive direction.  We've had

 

        12  some new leadership, personnel changes within the drug

 

        13  testing lab to accommodate the testing that needs to be

 

        14  done.  And in order to make efforts to be able to

 

        15  improve our processes, we've invested quite a bit of

 

        16  money -- I say "we".  The lab has invested quite a bit

 

        17  of money to purchase new instrumentation to allow us to

 

        18  increase our sensitivity as well as our ability to test

 

        19  for more compounds and increase our workload as well.

 

        20                So the overall organization of the drug

 

        21  testing lab is significantly improved and I believe

 

        22  we're headed in a very, very good direction.

 

        23                COMMISSIONER ABER:  I want to ask you one

 

        24  question about the ocular fluid.

 

        25                MR. MAYS:  Yes, sir.
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         1                COMMISSIONER ABER:  The way I understood

 

         2  it when we went to a meeting, they had to have the

 

         3  whole eyeball.  Is that true?

 

         4                MR. MAYS:  No, sir.  We can take the

 

         5  whole eyeball and extract the ocular fluid ourselves or

 

         6  it can come from the track.  A veterinarian can extract

 

         7  the ocular fluid at the track and submit the ocular

 

         8  fluid that way.  Either method is okay.  But here

 

         9  recently, most of the samples have been ocular fluid

 

        10  that's already been removed from the eyeball.

 

        11                COMMISSIONER ABER:  Could you explain to

 

        12  me why you went away from the ELISA and went to the gas

 

        13  chromatography?

 

        14                MR. MAYS:  Sure.  The ELISA testing,

 

        15  first of all, is very expensive.  Those kits are not

 

        16  cheap.  And right now we rotate 36 kits every week and

 

        17  we have about 80 kits total that we rotate through each

 

        18  week for the month.  So that's one of the primary

 

        19  reasons we're trying to eliminate -- phase out the

 

        20  ELISA testing and go more towards the instrumental

 

        21  testing.

 

        22                From a screening perspective, the ELISA

 

        23  testing has a lot of cross-reactivity where it can pick

 

        24  up on compounds that may interfere with the drug and

 

        25  may act like a drug but not really be the drug.  So it
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         1  costs us time and effort to try and chase that down

 

         2  when, in fact, it ends up not being confirmed.  Whereas

 

         3  with the instrumental screening, we're able to screen

 

         4  for over 300 drugs in each sample at one time and so we

 

         5  have much more accuracy in determining whether a drug

 

         6  is truly present or, as we refer to it, suspicious and

 

         7  then proceed with confirmation testing.

 

         8                It's basically a technology shift.  I

 

         9  mean, ELISA testing is good for certain things, but

 

        10  sensitivity is one of the problems.  We can't get as

 

        11  low of testing at those picogram per ml levels, if you

 

        12  will, with ELISA testing as we can with

 

        13  instrumentation.

 

        14                COMMISSIONER ABER:  Would you go over for

 

        15  me like the cost on some of this stuff?  And I'm

 

        16  particularly concerned about the paired sample.  They

 

        17  were extremely high when somebody had to send off a

 

        18  paired sample.  What do you all charge for like a

 

        19  sample coming from another track?

 

        20                MR. MAYS:  Sure.  Our current fee is

 

        21  $650.  The primary reason for that increased amount is

 

        22  because of the amount of work that has to go into the

 

        23  confirmation testing for that sample.  We have to

 

        24  prepare a full calibration curve and positive and

 

        25  negative controls, and so the amount of work and time
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         1  that goes into trying to confirm those samples is

 

         2  significantly increased from routine sample testing.

 

         3                COMMISSIONER ABER:  What is that charge

 

         4  for the Thoroughbreds?  $444 per sample, $444 on a

 

         5  stakes race for Thoroughbreds?

 

         6                MR. MAYS:  One of the primary reasons for

 

         7  that is because we test for every ELISA kit that we

 

         8  have.  So we're not doing just 36 that we would a

 

         9  regular weekly sample.  We're testing for all 80 kits.

 

        10  So therefore, the cost is significantly increased on

 

        11  our end because of the number of kits that we test for

 

        12  and screen for.

 

        13                MR. TROUT:  If I may, sir, that is a TOBA

 

        14  requirement.  It's a Thoroughbred Owners and Breeders

 

        15  Association requirement.  That's not our requirement.

 

        16                CHAIRMAN SCHMIDT:  Any other questions?

 

        17                Thank you very much.  Thanks for coming

 

        18  up from College Station.

 

        19                COMMISSIONER MARTIN:  Thank you for your

 

        20  hard work.

 

        21                CHAIRMAN SCHMIDT:  Any discussion by any

 

        22  of the Commissioners, any thoughts?

 

        23                I actually just wanted to publicly

 

        24  acknowledge Dr. Martin and Dr. Aber for working with

 

        25  the folks down at College Station to really upgrade
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         1  their lab facility.  There's a lot of hours, a lot of

 

         2  detail.  And the Commission is very, very appreciative

 

         3  of both of your efforts.

 

         4                COMMISSIONER MARTIN:  The college really

 

         5  did a good job, really stepped up, and I have to

 

         6  commend them for their hard work in getting things back

 

         7  up to where they needed to be.

 

         8                CHAIRMAN SCHMIDT:  To be one of seven

 

         9  will be a good place.

 

        10                Any comments?  Any motion?

 

        11                I'll certainly entertain a motion to

 

        12  approve the memorandum of understanding with the Texas

 

        13  Veterinary Medical Diagnostic Laboratory for fiscal

 

        14  year 2015.

 

        15                COMMISSIONER MARTIN:  I make a motion.

 

        16                CHAIRMAN SCHMIDT:  Dr. Martin.

 

        17                COMMISSIONER ABER:  Second.

 

        18                CHAIRMAN SCHMIDT:  Dr. Aber.

 

        19                All those in favor signify by saying

 

        20  aye.

 

        21                COMMISSIONERS:  Aye.

 

        22                CHAIRMAN SCHMIDT:  Anyone opposed?

 

        23                That's passed.

 

        24                Proceedings on rulemaking, discussion and

 

        25  possible action, proposal for new Commission Rule
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         1  309.13, Temporary License to Conduct Racing.

 

         2                Mark, can you lay out the proposed

 

         3  amendment, please?

 

         4                MR. FENNER:  Yes, sir.

 

         5                Commissioners, this proposed new rule

 

         6  would outline the process for the issuance of a

 

         7  temporary license to conduct racing at a location other

 

         8  than the designated location.  At Saddle Brook Park's

 

         9  request, the rule also contains a provision that would

 

        10  allow the Commission to grant a two-year extension of a

 

        11  temporary license.

 

        12                The rule was published in the Texas

 

        13  Register on June 27th of 2014 and the rules committee

 

        14  invited discussion at its July 29th meeting.  We did

 

        15  receive two written comments in support and one oral

 

        16  comment in opposition, and the City of Amarillo

 

        17  originally submitted written comments in opposition to

 

        18  the proposed rule.

 

        19                We now have before us a request by Saddle

 

        20  Brook Park to amend the proposed rule and to adopt it

 

        21  with these changes.  Those are highlighted on pages 42

 

        22  and 43 of your packet.

 

        23                The first change they requested is to

 

        24  limit the Commission to issuing a one-time-only

 

        25  extension of the original temporary license.  And the
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         1  second change would require the Commission to take

 

         2  action on a request for an extension within four months

 

         3  of the licensee's request for an extension.  I think

 

         4  these changes were made as a result of discussions with

 

         5  the City of Amarillo; and as a result, the City of

 

         6  Amarillo has withdrawn its earlier objection.

 

         7                I would tell you that I have provided you

 

         8  a separate confidential memorandum to you expressing

 

         9  staff's opposition to support of the rule, but at this

 

        10  point it's up to the Commission to decide.

 

        11                CHAIRMAN SCHMIDT:  Thank you, Mark.

 

        12                We're going to change the order per

 

        13  request of Saddle Brook.  Marsha Rountree?

 

        14                Marsha, are you here?

 

        15                MS. ROUNTREE:  I don't need to testify.

 

        16  We'd just like to go on record that --

 

        17                CHAIRMAN SCHMIDT:  You're on record as

 

        18  for?

 

        19                MS. ROUNTREE:  -- the Texas Horsemen's

 

        20  Partnership supports it.

 

        21                CHAIRMAN SCHMIDT:  And Mary Ruyle?

 

        22                You would like to testify, right, Mary?

 

        23  The Texas Thoroughbred Association.

 

        24                MS. RUYLE:  Good morning, Commissioners.

 

        25  Mary Ruyle with the Texas Thoroughbred Association.
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         1                The TTA board of directors has reviewed

 

         2  the proposed TRC Rule 309.13, Temporary License to

 

         3  Conduct Racing, and has voted to support this rule.  We

 

         4  believe that its passage will be of assistance in

 

         5  growing purses and state-bred funds for all breeds of

 

         6  horses in Texas and encouraging the breeding, owning,

 

         7  and training of racehorses in Texas.

 

         8                It will also provide some much needed

 

         9  financial assistance for the operators of Saddle Brook

 

        10  Park so that a racetrack for live racing can be

 

        11  constructed in Amarillo, providing opportunities for

 

        12  live racing and promotion of the sport in this vastly

 

        13  underserved area of Texas.

 

        14                If you have any questions, I'd be happy

 

        15  to answer them.

 

        16                CHAIRMAN SCHMIDT:  Thank you, Ms. Ruyle.

 

        17                MS. RUYLE:  Thank you.

 

        18                CHAIRMAN SCHMIDT:  Are there any

 

        19  questions of Ms. Ruyle?

 

        20                Thank you.

 

        21                And Rob Werstler with the Quarter group?

 

        22                MR. WERSTLER:  Good morning,

 

        23  Mr. Chairman, Commissioners.  My name is Rob Werstler.

 

        24  I'm representing the Texas Quarter Horse Association

 

        25  today.  I'm just here to reaffirm the Texas Quarter
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         1  Horse Association's support of the rule proposal by

 

         2  Saddle Brook Park.

 

         3                I wanted to add a few things.  Talking

 

         4  with my colleagues in Amarillo at AQHA, they tell me

 

         5  they've been working closely with Saddle Brook Park and

 

         6  the people at Saddle Brook Park have reached out to

 

         7  them to help Saddle Brook Park increase their wagering

 

         8  and they have done so.  From what I understand, they

 

         9  are up 17 percent over last year.  So they are

 

        10  developing a new market here in Texas that I think is

 

        11  invaluable to our industry.

 

        12                And I just wanted to point out a couple

 

        13  of other things.  There are some positive things

 

        14  happening in Texas right now, which we're not used to

 

        15  in the horse racing and breeding industry very often.

 

        16  But I don't know if you read -- last week there was a

 

        17  press release from Lone Star Park where they have

 

        18  increased purses at the Quarter Horse meet by 10

 

        19  percent.  Now, Lone Star Park has received some purses

 

        20  that were generated at Saddle Brook Park, so they have

 

        21  definitely been part of the solution.

 

        22                Another thing that really doesn't have a

 

        23  whole lot to do with Saddle Brook Park other than the

 

        24  fact that they're in Amarillo and working closely with

 

        25  the AQHA -- and the AQHA are the ones that vote to
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         1  award the Challenge Championships -- also there was a

 

         2  press release last week that Lone Star Park has been

 

         3  awarded the 2015 Challenge Championships from the

 

         4  American Quarter Horse Association.

 

         5                For those of you that don't know, that's

 

         6  basically the Quarter Horse world championships.  It

 

         7  hasn't been back to Lone Star or Texas since 2006.  We

 

         8  used to have it every other year.  So that's another

 

         9  extremely positive light shone on Texas and we're

 

        10  really happy for that.

 

        11                I'm also here just to answer any

 

        12  questions you may have from us.

 

        13                CHAIRMAN SCHMIDT:  Any questions?

 

        14                Congratulations.

 

        15                MR. WERSTLER:  Thank you.  Thank you.

 

        16                CHAIRMAN SCHMIDT:  Next, Mr. Brian Newby

 

        17  with Cantey Hanger in Fort Worth on behalf of Saddle

 

        18  Brook.

 

        19                MR. NEWBY:  Mr. Chairman, Commissioners,

 

        20  I'm going to ask Jeff Hooper to pass out just a very

 

        21  short PowerPoint.  You have a copy, I believe, of our

 

        22  PowerPoint in your package.  Some of the information is

 

        23  slightly updated, so I wanted to give you the latest.

 

        24                Mr. Chairman, I've got the next two items

 

        25  on your agenda, so I thought what I would do is go
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         1  ahead and kind of combine the presentations on both of

 

         2  them together to make it a little bit easier for

 

         3  everybody.

 

         4                CHAIRMAN SCHMIDT:  That will be great.

 

         5  We've got plenty of time.

 

         6                MR. NEWBY:  First off, let me thank the

 

         7  chairman, Mr. Trout, and Mr. Fenner for allowing this

 

         8  particular rule to get laid out for you and have it

 

         9  published in the Texas Register.

 

        10                As you know, part of the process that

 

        11  we're looking at is if Saddle Brook is allowed the

 

        12  extension of its temporary license, we need to ensure

 

        13  that it is in the best interest of the public.  And

 

        14  that's the reason that we're here.  And that's why it

 

        15  was important that you heard the horse industry talk

 

        16  about this rule, because we do believe it is exactly

 

        17  that.  It is in the best interest of the public and in

 

        18  the best interest of racing in general.

 

        19                Looking at the first page of the

 

        20  PowerPoint that I provided to you, we've worked very

 

        21  hard with the Texas Racing Commission in the drafting

 

        22  of this particular rule; and they've asked that as part

 

        23  of this process, we come up with a plan, a plan on how

 

        24  we ensure that after the issuance of this temporary

 

        25  rule that Saddle Brook is able to then lead to the
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         1  opening of its track in Amarillo.

 

         2                The key is we've also worked with the

 

         3  Amarillo city officials to ensure that we're crafting

 

         4  and drafting a rule that meets their requirements that

 

         5  also receives their support and we believe we have that

 

         6  support and the support letters are in your package.

 

         7                The benefits to Texas and the benefits to

 

         8  the horse industry are listed on that next slide that

 

         9  you see; and the numbers, I think, are very, very

 

        10  good.  What you see are nearly 557,000 for the

 

        11  horsemen's purse account.  Saddle Brook has had a very,

 

        12  very positive impact on the industry, both the

 

        13  industry, the State, and the City of Amarillo.  You see

 

        14  things like big numbers, $460,000 in licensing fees,

 

        15  approximately 57,000 in mutuel tax revenues, nearly

 

        16  80,000 for the accredited horse bred programs for

 

        17  Quarter Horses, Thoroughbreds, Paints, and Arabians.

 

        18  This is the type of operation that we think is good for

 

        19  the State and good for the industry.

 

        20                Wagering statistics are on the next

 

        21  slide.  We think it's very important that you recognize

 

        22  some of the great things that are happening out there

 

        23  at Saddle Brook.  In 2014 we experienced a four --

 

        24  excuse me, a 16.5 increase over 2013.  That's

 

        25  tremendous.  When you start looking at the other tracks
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         1  around the state and you start looking at where those

 

         2  numbers are, what those percentage increases are,

 

         3  they're relatively small compared to what Saddle Brook

 

         4  has been able to do.

 

         5                That has everything to do with the

 

         6  operation that's out there, the Alexander brothers

 

         7  putting together an operation that has financial

 

         8  viability, that they have put together a plan that

 

         9  shows that they are promoting and recognizing support

 

        10  in Amarillo for horse racing.  The market is strong out

 

        11  there and we believe we can continue to increase that

 

        12  market; and in doing that, we will be able to take this

 

        13  on a trajectory that's going to lead to live racing out

 

        14  there in Amarillo.

 

        15                The next slide shows you the Saddle Brook

 

        16  facilities.  Those of you who are familiar with the

 

        17  Cadillac Ranch know that this will be west of the

 

        18  Cadillac Ranch.  We think this will be another tourist

 

        19  attraction in Amarillo.  We think it's a great location

 

        20  and will be a positive result for all of us out in that

 

        21  area.

 

        22                I provided you with a copy of a site

 

        23  plan.  And I know that there was questions early on

 

        24  about the site itself.  And just to make sure that

 

        25  we've alleviated any concerns about that particular
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         1  site, the entire 286 acres of that tract are owned by

 

         2  president Drew Alexander.  We're only going to use a

 

         3  hundred acres of that.  So the additional 186 acres

 

         4  Mr. Alexander is looking at to ensure that the

 

         5  development in that area is going to be development

 

         6  that's compatible with the introduction of a racetrack

 

         7  in that area.

 

         8                We have provided you with a site plan

 

         9  that outlines where the stable areas are, the

 

        10  racetrack, the paddock area, the clubhouse.  It's all

 

        11  present there.  We're working with experts in the

 

        12  industry to ensure that what we put out there is going

 

        13  to be a quality product.  We want to make sure that

 

        14  everyone is comfortable with the fact that that

 

        15  racetrack is going to be a great racetrack and a great

 

        16  benefit to the City of Amarillo.

 

        17                Project details are on the next slide.

 

        18  It's going to be a seven-furlong track, a dirt surface,

 

        19  and we're also working with industry leaders on the

 

        20  development of that track.

 

        21                The next slide goes into the site plan or

 

        22  additional information on the site plan.  As you know,

 

        23  that's part of the process in terms of you looking at

 

        24  the approval of this particular license is making sure

 

        25  that you understand what our business plan is and what
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         1  our site plan is, what our design is going to be.

 

         2  That's why we've included this information for you.

 

         3                A very important slide, the next one,

 

         4  racetrack project costs.  These are conservative

 

         5  projections.  We believe that we have consistently held

 

         6  to the fact it's going to take a firm budget of 7.5

 

         7  million dollars to develop this track in that area.

 

         8  It's important that we focus on that number.  It's

 

         9  important that it's a focus for us because that's what

 

        10  it's going to take in terms of us making sure that

 

        11  we're generating the revenue, that we can obtain the

 

        12  financing, that we can build the track.

 

        13                We want to make sure that we're confident

 

        14  on those numbers, which we are, and confident that we

 

        15  can then go forward with a plan in which we can reach

 

        16  those numbers.  We think that continuing simulcasting

 

        17  out in Amarillo makes this a very, very financially

 

        18  viable project.

 

        19                The next slide talks about the timeline.

 

        20  Now, the timeline is important.  And we think you need

 

        21  to look at that timeline a little bit because what you

 

        22  see is it's important that we do some things now.  It's

 

        23  very important, with this 16.5 percent increase that

 

        24  we're seeing at the simulcast facility, that we

 

        25  continue that.  And we continue that with the approval
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         1  of simulcasting at the meeting today.

 

         2                We then have one year to secure our

 

         3  financing.  And we believe that we'll be back in

 

         4  October of 2015 with a financial plan that you're going

 

         5  to agree to, that you're going to be very, very

 

         6  comfortable with, because we've done what we've said we

 

         7  were going to do.  We'll be back in November of 2015

 

         8  with a set of plans for the Commission to review that

 

         9  will look very, very similar to what you have in front

 

        10  of you.  We think that those will obtain approval as

 

        11  well.

 

        12                The key is we've got benchmarks.  We've

 

        13  got milestones.  We've looked at those.  We've examined

 

        14  those very, very in depth to ensure that we can meet

 

        15  them.  And we feel very, very comfortable that we can.

 

        16                But the most important thing is with the

 

        17  passage of this rule, there is a provision that says

 

        18  one year out, one year out from now, you get a second

 

        19  look.  You get to see whether or not Saddle Brook has

 

        20  been able to do exactly what it says it's going to do.

 

        21  And we think that's important.  We think it's important

 

        22  because we want to ensure that you're comfortable with

 

        23  what you're voting on, that you're comfortable with the

 

        24  track record and our ability to meet the milestones

 

        25  that we've set out there for you.
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         1                The next slide talks a little bit about

 

         2  one of the questions that came up the last time that I

 

         3  was up here.  And that was are we able to financially

 

         4  just move our simulcast facility to our current

 

         5  location.  It just makes sense, doesn't it?  That's a

 

         6  real simple request.

 

         7                Well, I wish it was that simple.  It's

 

         8  not that simple because when you look at the cost, it's

 

         9  going to cost over four million dollars to do that.

 

        10  And that's just not a financially viable option for us

 

        11  right now.  We think that keeping the simulcast

 

        12  facility exactly where it's at is the way to do it,

 

        13  allow us to follow through this business plan, and

 

        14  we'll get to the great result that we think we can get

 

        15  to.

 

        16                The next slide talks a little bit about

 

        17  temporary licenses.  I know there were some questions

 

        18  about whether or not other agencies look at temporary

 

        19  licenses and the issuance of temporary licenses when

 

        20  there's not a specific provision in the statute that

 

        21  allows for a renewal.  And so what I've done is

 

        22  outlined a few places for you in which the agencies

 

        23  have looked at legislative authority, looked at renewal

 

        24  provisions, and actually put in place renewal

 

        25  provisions that are allowed because the agency has been
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         1  given the authorization to make a rule that determines

 

         2  whether or not renewal is appropriate.

 

         3                We believe in this instance that that's

 

         4  exactly the case.  The agencies have expanded renewal

 

         5  provisions even when the statute may show some slight

 

         6  limitation.  In this particular instance, we think

 

         7  there is a slight limitation; but you've got the

 

         8  ability, through the rule that's been outlined, to

 

         9  extend this particular license.

 

        10                The next slide talks about the issuance

 

        11  of this into the Texas Register.  That came out in

 

        12  June.  We thank the Commission for doing that.

 

        13                And I provided to you some information we

 

        14  think is very important on the next slide.  And that is

 

        15  that Mr. Trout has looked at this issue.  He's looked

 

        16  at this proposed rule and says that he sees no

 

        17  foreseeable fiscal impact in adopting this rule.  It's

 

        18  not going to cost the state anything to do it.  In

 

        19  fact, it's going to be a positive for the state.

 

        20                And Mr. Trout went on and said, you know,

 

        21  this rule will have a positive impact on the state's

 

        22  agricultural, horse breeding, and horse training.  You

 

        23  know, just the opposite is true as well.  Failure to

 

        24  adopt this rule will have a negative impact on the

 

        25  state's agricultural, horse breeding, and horse
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         1  training industry.

 

         2                We believe that.  We think the numbers

 

         3  verify that.  And it's not difficult to understand that

 

         4  if we're not able to have this rule passed that the

 

         5  handle in the state goes down, the ability to assist

 

         6  the horsemen goes down as well.  It's not in the best

 

         7  interest of the state not to pass this rule.

 

         8                The next slide talks a little bit about

 

         9  the other certifications that we've made to the

 

        10  public.  We've published this in the Texas Register.

 

        11  And in publication, we have to go through a process.

 

        12  We have to go through a process where counsel looks at

 

        13  the rule and says whether or not we have the legal

 

        14  authority to do this.  And that's exactly what the

 

        15  Commission has indicated to the public.

 

        16                The agency has certified that legal

 

        17  counsel has reviewed the proposed rule and found it to

 

        18  be within the State's legal authority to adopt it.  We

 

        19  believe that is a positive, positive thing.  And what

 

        20  it is, what it turns into, Commissioners, it turns into

 

        21  a policy issue.  It's not a legal issue.  It's a policy

 

        22  issue, whether or not this is a rule that you are

 

        23  comfortable in adopting.

 

        24                At the Commission meetings that we've had

 

        25  in the past, both the meeting in August of 2012 --
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         1  excuse me, the August 2012 meeting as well as the June

 

         2  2014 meeting, you see statements that were made.  There

 

         3  was questions by the chairman as to whether or not we

 

         4  had the proper statutory authority, whether we had the

 

         5  proper ability to pass this rule.  Mr. Fenner was very

 

         6  consistent in his statements.  He said that you could

 

         7  look at this a couple of different ways, but it's a

 

         8  policy question.  And it's a policy question that we

 

         9  believe it is in the best interest of the State to pass

 

        10  the rule.

 

        11                Commissioners, there was another question

 

        12  that came out earlier when I was up here about seeking

 

        13  an Attorney General opinion.  As you know, Saddle Brook

 

        14  is not authorized to seek an AG opinion.  That's

 

        15  something the Commission can ask for.  It's something

 

        16  that the comptroller's office can ask for.  A committee

 

        17  of the Legislature can ask for that.  But we believe

 

        18  there's no need for an Attorney General opinion on this

 

        19  proposed rule because we're very comfortable with the

 

        20  authority that exists for this Commission to issue the

 

        21  rule.

 

        22                I provided you with some short statutory

 

        23  snippets to kind of give you a little background

 

        24  information on why you have that authority.  I would

 

        25  just ask that you quickly read through that.
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         1                The most important thing that you've

 

         2  heard is the comments, the comments that have been

 

         3  before you as well as the comments that are in the

 

         4  record.  And what you see things are -- what you see

 

         5  things are like the City of Amarillo saying "We're

 

         6  comfortable with what you're doing because you've made

 

         7  changes that we have asked you to make."

 

         8                That's exactly what Mr. Alexander is

 

         9  comfortable with doing.  And that is working with the

 

        10  Commission, working with the public, working with the

 

        11  City to ensure that what we put in place out there in

 

        12  Amarillo is in the best interest of both the City, the

 

        13  industry, as well as what's in the best interest of

 

        14  Saddle Brook.

 

        15                And kind of the last slide -- the second

 

        16  to the last slide I put there before you is what do we

 

        17  lose if we don't do this.  We think it's very, very,

 

        18  very important that you look at that slide because

 

        19  those numbers are staggering numbers.  Those numbers

 

        20  are important numbers for us to understand.

 

        21                We lose $600,000 in horsemen's purse.  We

 

        22  lose $460,000 in licensing fees.  We lose $75,000 in

 

        23  tax revenue.  We terminate a thriving business in

 

        24  Amarillo.  And we eliminate, most importantly, the true

 

        25  viability of live horse racing in northwest Texas.
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         1                You need to do nothing more than look

 

         2  back at that map that I provided to you.  Northwest

 

         3  Texas has one opportunity.  And that's Saddle Brook

 

         4  Park.  We believe that the passage of that rule makes

 

         5  that possible, makes this a viable plan, and it's the

 

         6  right thing to do for Texas.

 

         7                I know Mr. Alexander would like to come

 

         8  up and provide you with his comments.  I thank you for

 

         9  the time that you've given me to present this to you.

 

        10  This is the right thing to do.  And I'm ready to answer

 

        11  any of your questions.

 

        12                CHAIRMAN SCHMIDT:  Thanks, Mr. Newby, for

 

        13  your thorough presentation.

 

        14                Questions, comments?

 

        15                Thank you.

 

        16                MR. NEWBY:  Thank you.

 

        17                CHAIRMAN SCHMIDT:  Mr. Alexander?

 

        18                MR. ALEXANDER:  That's a hard act to

 

        19  follow.

 

        20                Mr. Chairman, Commissioners, my name is

 

        21  Lynn Alexander and I am the chief executive officer for

 

        22  Yellow Rose Entertainment who is the owner of Saddle

 

        23  Brook Park doing business currently as Saddle Brook

 

        24  Jockey Club.

 

        25                As you know, a little over two years ago
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         1  my brother Drew was stricken -- he suffered a blood

 

         2  clot that almost cost him his life.  But it did, in

 

         3  fact, result in the taking of one of his legs.  And so

 

         4  since that time he's been learning how to live his life

 

         5  a little bit differently and I've been trying to help

 

         6  him with some of his business issues and thus my

 

         7  involvement with Saddle Brook.  He's recovering well

 

         8  and getting better and hoping that his dreams of

 

         9  someday having live racing in West Texas continue to

 

        10  stay alive.

 

        11                The rule for preopening temporary

 

        12  simulcasting states that once a two-year license

 

        13  expires, it cannot be renewed.  We look at that as the

 

        14  glass being half full and not half empty.  We feel like

 

        15  that if we extend the license before it expires, then

 

        16  that's what we're asking you to do.

 

        17                Some would have you to believe that that

 

        18  was not the legislative intent when the rule was

 

        19  written.  I don't -- how does anyone know what the

 

        20  legislative intent was?  How does anybody know what the

 

        21  legislative intent ever is, for that matter?

 

        22  Especially 25 years ago.

 

        23                Doesn't it make sense that if they didn't

 

        24  want to give you any leeway, they would have said this

 

        25  is a two-year maximum rule for a temporary license that
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         1  cannot be extended for any reason whatsoever and it

 

         2  cannot be renewed?  But they didn't.  I believe that it

 

         3  was written that way purposefully to give you guys, the

 

         4  Racing Commission, the flexibility that it needs to

 

         5  fairly regulate each situation independently and

 

         6  separately.

 

         7                I can tell you what the intent of the

 

         8  past legislation was and I can tell you that for a

 

         9  fact.  Kel Seliger, Senator Kel Seliger from Amarillo,

 

        10  introduced a bill in the Senate to extend that from two

 

        11  years to six years.  It passed out of the Senate

 

        12  subcommittee overwhelmingly.  It went to the Senate

 

        13  floor and passed.  It then went to the House and was

 

        14  passed overwhelmingly out of the House committee.  And

 

        15  it was sitting on the podium of the Speaker of the

 

        16  House for a vote the night that the Senate -- or that

 

        17  the House adjourned.  And the bill, along with 50-plus

 

        18  other bills, died because of a House rule, which is

 

        19  another rule that probably needs to be addressed and

 

        20  looked at.

 

        21                So I -- in closing, I just ask you to

 

        22  vote for your heart.  You gave us a seven-to-one vote

 

        23  in favor of getting us this far.  I ask you not to

 

        24  change your minds now.  It's very expensive to wind

 

        25  down a business.  I don't think we need a racetrack or
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         1  a racing entity of any kind to close its doors in the

 

         2  State of Texas right now.  I don't think that's good.

 

         3                I thank you for your time.  I appreciate

 

         4  your vote.  Thank you very much.  Questions for me?

 

         5                CHAIRMAN SCHMIDT:  Any questions of

 

         6  Lynn?

 

         7                Thanks, Lynn.  Thank you very much.

 

         8                MR. ALEXANDER:  Thank you, Chairman.

 

         9                CHAIRMAN SCHMIDT:  There's no further

 

        10  public comment then?

 

        11                Okay.  Any discussion by the Commission?

 

        12                COMMISSIONER ABER:  Yeah, I'd like to.

 

        13  You know, we're addressed all the time by these tracks

 

        14  that aren't doing anything and we've got one here

 

        15  that's produced a lot of money and really doing a good

 

        16  job.  I think we sure need to stick with it.  And I

 

        17  think you can interpret that rule like it is, that they

 

        18  can renew it before it expires.

 

        19                I think they got hit -- you know, you

 

        20  said last time their -- the Sunset Commission hit them

 

        21  with a 230,000-dollar bill versus a -- it went up from

 

        22  a hundred thousand.  How can you operate a business

 

        23  when somebody increases your fees like that?  You know,

 

        24  so I think they need every chance we can do to do

 

        25  this.
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         1                MS. O'CONNELL:  The Comptroller wishes

 

         2  Saddle Brook Park all the success in the world.  But

 

         3  the law at the time that you applied for your license

 

         4  was that -- and the law still is that the temporary

 

         5  location can only last for two years.

 

         6                The Commission doesn't have its own

 

         7  authority.  It has the authority that comes from the

 

         8  Legislature and the authority that comes through the

 

         9  Texas Racing Act.  And because that section of the

 

        10  Racing Act is really specific that the temporary

 

        11  license location should only last for two years -- and

 

        12  the Comptroller's position is that it's pretty clear

 

        13  what the legislative intent was because they say it can

 

        14  only last for two years and you can't extend it and

 

        15  don't even think about trying to get a new one after

 

        16  two years.  So we think that's pretty clear that they

 

        17  only intended it to last two years.

 

        18                And although your counsel has identified

 

        19  a mechanism by which he thinks that the term could be

 

        20  extended, which the mechanism would be extending it

 

        21  before the expiration, you know, we remain concerned

 

        22  that that does -- you know, that the end product of

 

        23  that is to have the temporary license be extended more

 

        24  than two years, which undercuts the whole purpose of

 

        25  that part of the Racing Act.
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         1                So we continue to believe that this --

 

         2  you know, to act and do what you all are asking us to

 

         3  do would be to overstep our authority that we have from

 

         4  the Racing Act.

 

         5                I think, if I'm reading your original

 

         6  application correctly, your original plan was to have

 

         7  the temporary license -- the temporary location and

 

         8  then to go ahead and start building your live racing

 

         9  track pretty quickly in 2014.  And, you know, you don't

 

        10  have to do that.  You can -- you can go ahead and just

 

        11  start to build a simulcasting facility at your license

 

        12  location.  So that would allow you to not make that

 

        13  full investment and just to make a partial investment

 

        14  but still be able to retain your racing license.

 

        15                And so I guess what I'm looking at in

 

        16  your PowerPoint is that you're estimating that it would

 

        17  cost 2.5 million dollars to do that.  So I don't know

 

        18  if you can revise those numbers or scale it down a

 

        19  little bit.  But I mean, if you have -- if you have

 

        20  wagering that's on the upswing and you're contemplating

 

        21  building your track right next to a well-known tourist

 

        22  attraction, it seems like this might be the opportune

 

        23  time to go ahead and make that switch to your license

 

        24  location.

 

        25                That is -- that may not have been your

 

 

 

 

�                                                               43

 

 

 

 

         1  original plan.  It may need to be kind of a scaled-back

 

         2  plan of the original plan.  But that is what the law

 

         3  does still allow you to do.  And so we would really

 

         4  encourage you to take a second look at that or, you

 

         5  know, look at the -- again, to look at the scope of

 

         6  that.  Maybe you don't need to build a giant parking

 

         7  lot right now that would work for all of your future

 

         8  live racing needs.  Maybe a smaller parking lot that

 

         9  would just serve the simulcasting facility right now

 

        10  would be fine.

 

        11                But it seems like that had to have been

 

        12  contemplated at the time even though you had more

 

        13  ambitious goals.  You know, there still is a reasonable

 

        14  option for you to continue to build on your success in

 

        15  a way that we think complies with the law and doesn't

 

        16  put us at risk of overstepping our legal authority.  We

 

        17  do think it is a legal question, not a policy

 

        18  question.

 

        19                CHAIRMAN SCHMIDT:  Thank you,

 

        20  Commissioner.

 

        21                COMMISSIONER MARTIN:  If we voted on this

 

        22  today, Mark, and if it was voted down, what are their

 

        23  options?

 

        24                MR. FENNER:  The temporary license held

 

        25  by Saddle Brook Park -- let me say that they began
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         1  simulcasting on December 13th of 2012; so counting from

 

         2  that period of time, they could continue to simulcast

 

         3  through December 12th of 2014.  Now, that's just to

 

         4  conduct simulcasting at their temporary location.

 

         5                They are -- as Commissioner O'Connell

 

         6  pointed out, they could continue simulcasting out at

 

         7  their regularly designated location.  They do need to

 

         8  get some new race dates because they have race dates it

 

         9  does not appear they're going to be able to run this

 

        10  year.  So at the following meeting in December, they

 

        11  would have to come back and get new race dates; but

 

        12  then, yes, they could continue to simulcast at their

 

        13  regularly designated location while they prepare to run

 

        14  those race dates.

 

        15                COMMISSIONER MARTIN:  Thank you.

 

        16                CHAIRMAN SCHMIDT:  Any others?

 

        17                COMMISSIONER WEINBERG:  I have a

 

        18  question.  Mark, you know, obviously I think a lot of

 

        19  us feel like we're between a rock and a hard place.  We

 

        20  want this racetrack to succeed.  And I appreciate

 

        21  General O'Connell's -- Commissioner O'Connell's remarks

 

        22  as an option.  And I would just -- I do have your

 

        23  communication with us.  You know, it seems there was a

 

        24  little bit of a -- you know, from earlier possibly to

 

        25  this happening and now this really can't happen.

 

 

 

 

�                                                               45

 

 

 

 

         1                Would you just kind of give us nutshell

 

         2  comments of what you sent to us and your thoughts on

 

         3  this?

 

         4                MR. FENNER:  I'm very much in agreement

 

         5  with the sentiments expressed by Commissioner O'Connell

 

         6  in that the section of the act that's in question here,

 

         7  Section 6.15, is very tightly contained.  It's only

 

         8  three sentences.  And it describes the term of the

 

         9  temporary license as being for two years or until the

 

        10  permanent facility is constructed, whichever is first.

 

        11  So two years is the maximum provided explicitly for in

 

        12  the temporary location provision.

 

        13                The area -- the last sentence in which

 

        14  they make the argument that after a license expires, it

 

        15  can't be renewed opens the possibility of before it

 

        16  expires, you can, seems to me to be reaching rather

 

        17  far, reaching rather hard.  And if you're looking for

 

        18  other examples of how licenses are treated in the act,

 

        19  there's not this ambiguity.

 

        20                When you get to racing licenses

 

        21  themselves, racetrack licenses, there's a renewal

 

        22  provision, but it sets out the criteria and the factors

 

        23  that the Commission considers in determining whether to

 

        24  renew the license, similar to what they pointed out in

 

        25  their examples.
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         1                We also have temporary licenses in the

 

         2  occupational license field.  But in that case, it sets

 

         3  out a very explicit limitation.  It's only good for

 

         4  that period of time.  And the purpose of the temporary

 

         5  license is so that they can meet the qualifications to

 

         6  obtain their regular license.

 

         7                Here, this is a similar type of

 

         8  function.  You can have a temporary license, but the

 

         9  purpose of the license is to build your permanent

 

        10  facility.

 

        11                And, you know, I think that if you look

 

        12  at 6.15, it's limited this way because they did not

 

        13  want to have facilities conducting wagering away from

 

        14  their track for extended periods of time.  It was a

 

        15  very limited, focused section of the act.

 

        16                COMMISSIONER WEINBERG:  If, in fact, this

 

        17  is voted down, can they start over in the future?  What

 

        18  are their options?

 

        19                MR. FENNER:  Well, they will not be able

 

        20  to get another temporary license, but they are free to

 

        21  begin racing, whether simulcasting or live racing, at

 

        22  their regular location.

 

        23                COMMISSIONER ABER:  You know, in the June

 

        24  meeting Dr. Schmidt said "So the critical perspective

 

        25  from your or our counsel's perspective is simply the
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         1  fact that if we act before it expires, it may be

 

         2  permissible."  You said "Yes, you can interpret it that

 

         3  way."

 

         4                MR. FENNER:  I am not going to say that I

 

         5  can prohibit you from interpreting the act in that

 

         6  way.  It's not my job to forbid you to take one action

 

         7  or the other.

 

         8                CHAIRMAN SCHMIDT:  Any other questions?

 

         9                MR. ALEXANDER:  Chairman Schmidt, may I

 

        10  address the Comptroller's question?

 

        11                CHAIRMAN SCHMIDT:  Sure.

 

        12                MR. ALEXANDER:  It sounds like a simple

 

        13  solution to just go out and spend two and a half

 

        14  million dollars.  But if I can talk to you as a

 

        15  businessperson, it's not that easy.  We have a business

 

        16  that because of $230,000 a year in licensing fees is

 

        17  losing 250, 275 thousand dollars.

 

        18                We were just mandated that we provide to

 

        19  the Commission an audited financial statement and I've

 

        20  just turned that over in the last few weeks.  Mr. Trout

 

        21  was kind enough to give us a little bit of time because

 

        22  it took some time to even find somebody to do that for

 

        23  us.

 

        24                But our audited financial statements show

 

        25  that we lost a substantial amount of money last year;
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         1  and had it not been for the horse people to step up and

 

         2  to help us some with some of our licensing fees, it

 

         3  would have been substantially worse.

 

         4                And I know you guys are in business.  I

 

         5  mean, I know each and every one of you know what it's

 

         6  like to try to make payroll and to provide businesses

 

         7  for people to work and do what we do.  And this is just

 

         8  one of the businesses that I'm involved in.

 

         9                You can't go to the bank and show them

 

        10  this financial statement and borrow money to do it.

 

        11  You can't go out there and take 200 and -- or

 

        12  $2,500,000 out of your pocket and do it.  It would be

 

        13  economic suicide.

 

        14                So there is viability for horse

 

        15  racetracks in the State of Texas now.  There was not

 

        16  viability for racetracks in March.  That's why we said

 

        17  let's try to get an extension back then.  And you guys

 

        18  voted for us and gave us your go-ahead, "Yeah, go ahead

 

        19  with it.  We agree with it," because of the comments

 

        20  that were made, and I think everybody agreed with it,

 

        21  that we thought it was possible to get this extension.

 

        22                But there was no way that we could borrow

 

        23  money to go -- to get money to go stick in a hole that

 

        24  was already being dug to the tune it was being, with

 

        25  nothing else to go with it.  Why would it work out?
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         1  Why would a simulcast facility work six miles out of

 

         2  town when it won't work right in the middle of town?

 

         3  It won't.  And any bank is going to look at that and

 

         4  any legitimate businessman is going to look at it and

 

         5  say "I don't think I'm going to pour another two and a

 

         6  half million dollars in this hole."

 

         7                But we're getting better where we are.

 

         8  We're not losing as much money.  And we're just hanging

 

         9  on for what the future is.  And that's why we're asking

 

        10  you to vote for this rule change and give us an

 

        11  opportunity to be there when good things happen to

 

        12  racetracks in Texas.

 

        13                Thank you for letting me address your

 

        14  concern.

 

        15                COMMISSIONER ABER:  You know, my comment

 

        16  is still we're supporting these active-other tracks who

 

        17  don't even have any land and we've got somebody here

 

        18  that's doing a good job and producing money for the

 

        19  horsemen.  I think we should pass this just from the

 

        20  fact that it hasn't expired.

 

        21                CHAIRMAN SCHMIDT:  I think everybody has

 

        22  had their say.

 

        23                Do you want to make a motion?

 

        24                COMMISSIONER ABER:  Yeah, I'll make a

 

        25  motion we pass the proposal, 309.13.
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         1                CHAIRMAN SCHMIDT:  So there's a motion on

 

         2  the floor, 309.13.  In favor?

 

         3                COMMISSIONER ABER:  Aye.

 

         4                CHAIRMAN SCHMIDT:  I'd say --

 

         5                MR. FENNER:  Is that with the changes?

 

         6  Is that with the changes requested?

 

         7                COMMISSIONER ABER:  Did somebody second?

 

         8                COMMISSIONER MARTIN:  Do we not have to

 

         9  individually vote on this or no?

 

        10                CHAIRMAN SCHMIDT:  We can vote; or if it

 

        11  doesn't have a second, then it doesn't vote.

 

        12                We have a motion on the floor to adopt

 

        13  Rule 309.13 with the requested amendments by Dr. Aber.

 

        14                Is there a second?

 

        15                Okay.  The motion then dies if there's a

 

        16  lack of a second.

 

        17                Going on to the next item, request by

 

        18  Saddle Brook Park for an extension of a temporary

 

        19  license.

 

        20                Mark, do you want to lay this out?

 

        21                MR. FENNER:  Well, considering that

 

        22  you -- that there is no rule and that the act has no

 

        23  provisions for extension of a temporary license,

 

        24  temporary -- Saddle Brook Park had made a request to

 

        25  extend its temporary license in contemplation that the
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         1  rule would be passed.  I'm not sure there's any point

 

         2  in going forward.

 

         3                I'd ask Mr. Newby or Mr. Alexander

 

         4  whether they would --

 

         5                MR. NEWBY:  That's correct,

 

         6  Mr. Chairman.  With the lack of a second, that means

 

         7  that the next piece to the puzzle would not be

 

         8  appropriate to vote on at this time.

 

         9                CHAIRMAN SCHMIDT:  Okay.  Thank you.  So

 

        10  that will be withdrawn.

 

        11                The next item is a request by Gulf

 

        12  Greyhound Park for approval of a change in ownership of

 

        13  12 percent.

 

        14                Mark, can you lay this out for us?

 

        15                MR. FENNER:  Yes, sir.

 

        16                One of the owners of Gulf Greyhound Park

 

        17  was Sam Phelps, who is a -- he owned 25 percent of the

 

        18  Green Group, which itself owns Texas Pari-Mutuel

 

        19  Management, a 48 percent owner of Gulf Greyhound Park.

 

        20  So by his 25 percent of the 48 percent, he owned 12

 

        21  percent, in essence, of Gulf Greyhound Park.

 

        22                Mr. Phelps has passed away and Gulf

 

        23  Greyhound Park has requested approval of the changes to

 

        24  his heirs.  This would result in 9.24 percent of Gulf

 

        25  Greyhound Park being held by Scott Phelps, his son, in

 

 

 

 

�                                                               52

 

 

 

 

         1  his individual capacity, and the remaining 2.76 percent

 

         2  would be held by the Sam and Mary Phelps Trust, of

 

         3  which Scott Phelps is the trustee.

 

         4                The Department of Public Safety has run

 

         5  background checks of Ms. Phelps and Scott Phelps and

 

         6  reported that there's no disqualifying information, so

 

         7  staff is recommending approval of the change in

 

         8  ownership.

 

         9                CHAIRMAN SCHMIDT:  Okay.  Mr. Moltz, are

 

        10  you here to -- just available if needed?

 

        11                MR. MOLTZ:  Mr. Chairman, if there are

 

        12  questions, I'm available to answer them.  And we would

 

        13  request that it be approved.

 

        14                CHAIRMAN SCHMIDT:  This looks like

 

        15  housekeeping.  Great.  Thank you.

 

        16                Any discussion, concerns, or questions?

 

        17                I'll entertain a motion to approve the

 

        18  request by Gulf Greyhound for a change in ownership of

 

        19  12 percent as stated.

 

        20                COMMISSIONER HICKS:  I'll make the

 

        21  motion.

 

        22                CHAIRMAN SCHMIDT:  The motion is made by

 

        23  Commissioner Hicks.

 

        24                COMMISSIONER STEEN:  Second.

 

        25                CHAIRMAN SCHMIDT:  Second by Commissioner
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         1  Steen.

 

         2                Is there any further comment?

 

         3                All those in favor signify by saying

 

         4  aye.

 

         5                COMMISSIONERS:  Aye.

 

         6                CHAIRMAN SCHMIDT:  Okay.  That's

 

         7  approved.

 

         8                Barring unforeseen changes from our

 

         9  discussion earlier at the beginning of the meeting,

 

        10  we're scheduled for the 16th of December.  It's less

 

        11  firm than it was an hour and a half ago, but it's still

 

        12  firm.

 

        13                I'll certainly entertain a motion to

 

        14  adjourn.  Is there a motion?

 

        15                COMMISSIONER MARTIN:  Motion.

 

        16                CHAIRMAN SCHMIDT:  Second?

 

        17                COMMISSIONER HICKS:  Second.

 

        18                CHAIRMAN SCHMIDT:  Ms. Hicks.

 

        19                All those in favor signify by saying

 

        20  aye.

 

        21                COMMISSIONERS:  Aye.

 

        22                CHAIRMAN SCHMIDT:  We're now adjourned at

 

        23  12:02.  Thank you.

 

        24                (Proceedings concluded at 12:02 p.m.)

 

        25
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         1  STATE OF TEXAS     )

 

         2  COUNTY OF TRAVIS   )

 

         3

 

         4      I, SHERRI SANTMAN FISHER, a Certified Shorthand

 

         5  Reporter in and for the State of Texas, do hereby

 

         6  certify that the above-captioned matter came on for

 

         7  hearing before the TEXAS RACING COMMISSION as

 

         8  hereinbefore set out.

 

         9      I FURTHER CERTIFY that the proceedings of said

 

        10  hearing were reported by me, accurately reduced to

 

        11  typewriting under my supervision and control and, after

 

        12  being so reduced, were filed with the TEXAS RACING

 

        13  COMMISSION.

 

        14      GIVEN UNDER MY OFFICIAL HAND OF OFFICE at Austin,

 

        15  Texas, this 27th day of October, 2014.

 

        16

 

        17

 

        18

 

        19

 

        20

                          _____________________________________

        21                SHERRI SANTMAN FISHER, Texas CSR 2336

                          Expiration Date:  12-31-15

        22                Kennedy Reporting Service, Inc.

                          Firm Registration No. 276

        23                7800 North Mopac Expressway, Suite 120

                          Austin, Texas 78759

        24                (512) 474-2233

 

        25  

 

 

 

 



