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

COW SSI ON MEETI NG
AUGUST 29, 2014

BE | T REMEMBERED t hat the above entitled matter
came on for hearing on the 29th day of August, 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
RONALD F. EDERER
M KE MARTI N
GLORI A HI CKS
GARY P. ABER
VI CKI V\EI NBERG
JOHN T. STEEN, I11
ANN O CONNELL
A. CYNTH A LEON
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CHAl RVAN SCHM DT: It's 10:30 on the 29th

of August and we'll call this neeting of the Texas

Raci ng Conm ssion to order.

pl ease?

a quorum

Ms. Welch, will you call roll call,

M5. WELCH: Chairman Robert Schm dt ?
CHAl RMVAN SCHM DT:  Here.

M5. WELCH:. Conmi ssi oner Ron Ederer?

VI CE- CHAl RVAN EDERER:  Her e.

M5. WELCH. Conmi ssioner G oria Hicks?
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. VELCH. Commi ssioner 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.

CHAIl RMVAN SCHM DT: It | ooks |ike we have

5 H B D
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MS. WELCH. W do.

CHAI RMAN SCHM DT: Geat. Geat.

Publ i ¢ conment section?

M5. BIJANSKY: The only cards we've
received cited No. Il, Itemll, and also cited the
historical racing rules. So | believe they all wish to
speak on that issue.

CHAl RMAN SCHM DT: Ckay. Do we have any
el ected representatives here or State legislators
her e?

M5. BI JANSKY: Not that |'m aware of.

CHAI RMAN SCHM DT: Okay. In order to
mnimze the inpact on their day, we'd certainly take
themat this tine so they don't have to wait through
t he neeti ng.

When we get to historical racing on the
agenda, we will open the neeting to sonme additional
public comments, but only for a very limted tine. As
you may know, the Comm ssion has already held a fornma
public comment hearing and accepted over 13,000 witten
coments and petition signatures. |f you have already

commented, there is no need to repeat what you have

said. | promse you we've reviewed it and are aware of
your position. |If you do have sonething new to say,
this wll be your opportunity, but I will limt each
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speaker to two mnutes, and | wll close the conment
time after 30 m nutes.

MR. FENNER M. Chai rman?

CHAI RVAN SCHM DT:  Yes.

MR. FENNER | also wanted to clarify
that as we discussed, this is not a formal reopening of
the public comrent period --

CHAl RMVAN SCHM DT:  No.

MR FENNER -- for the rules. This is
just if anybody has sonething for the education of the
chai rman and the other Conm ssioners, this is their
opportunity to provide it, but we're not formally
reopeni ng the comment peri od.

CHAI RMAN SCHM DT: Thank you. Thank you
for clearing that up.

General business, reports by the
executive director and staff regarding admnistrative
matters, budget and update -- budget and finance
update. Lane Goetsch? Lane?

M5. GOETSCH:. Thank you, Comm ssioner.

| have two itens today. | have both the
budget update and the presentation of the LAR, the
| egi sl ative appropriations request. M nane is Lane
Goetsch, director of finance and adm nistration for the

Texas Raci ng Conm ssion, here to give the budget and
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fi nance updat e.

On pages six and seven of your agenda
packet, you will find the agency's fiscal year 2014
operating budget reflecting revenue coll ections and
expendi tures through July 31st, 2014. As of that date,
t he agency had collected 8.54 mllion, or 87 percent of
revenues, and expended 7.35 mllion, or 79 percent of
budget ed expenditures. At this tinme the Racing
Comm ssion is in good operating condition.

| f the Conm ssioners have any questi ons,

Il will answer them now.

CHAI RVAN SCHM DT:  Any questions?

Okay. Pl ease go on.

M5. GOETSCH: |'Ill present the
| egi sl ative appropriations request, giving an overvi ew
of budget and full-tinme position needs and nmj or policy
changes that affect those budget and full-tinme position
needs as well as rider revisions and additions and
exceptional itens.

Budget and full-time position needs. The
fiscal year '15 operating budget has been prepared
assum ng the agency will regulate, staff, and support
259 |ive greyhound performances, 188 live horse race
days, and 2600 sinul cast race days. These key

assunptions are very simlar to the fiscal year 2014
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actual racing and wagering opportunities offered at the
ei ght operating racetracks.

Based on these assunptions, the staff
estimates the agency will need 51.6 full-tinme positions
or FTE's, 7.73 mllion in appropriated budget
authority, and 1.087 mllion in unappropriated budget
authority, for a total budget of 8,817,000 for fiscal
year 2015.

Commi ssion staff has perforned a review
of the agency's cash flow for 2015 based upon the
racetrack annual |icense fee schedule that is found
under Comm ssion Rule 309.8 as well as the occupati onal

| i cense fee schedule that is found under Conmm ssSi on

Rul e 311.5.

Qur review indicates that 8.44 mllion in
new revenue Wi ll be generated in fiscal year '15 and
t hat 590,000 in cash wll be carried forward from

fiscal year '14 to fiscal year '15. The conbination of
new revenue and cash carried forward will be adequate
to fund the fiscal year '15 operating budget and
provi de an estimted endi ng cash bal ance of
approxi mately $210,000 to carry forward to fiscal year
' 16.

The agency's '16 and '17 | egislative

appropriations request has been prepared assum ng the
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agency will continue to regulate, staff, and support
essentially the sane nunber of perfornmances and race
days in each year of the bienniumas in 2015.

Based on these assunptions, it is assuned
that for 2016 the agency will need 51.2 full-tine
positions, 7.675 mllion in appropriated budget
authority, and 1.086 mllion in unappropriated budget
authority, for a total budget of $8, 761, 000 in budget
authority. Simlarly, for 2017 the agency will need
51.2 full-time positions, 7.717 mllion in appropriated
budget authority, and 1.086 mllion in unappropriated
budget authority, for a total budget of 8,803,000 in
budget authority.

The 2016-17 | egi slative appropriation
request, if approved, results in a biennial
appropriated budget of 15.392 mllion and is in bal ance
with the base reconciliation filed by the agency with
t he Legi sl ati ve Budget Board.

Maj or policy changes that affect the
budget. Starting in fiscal year 2015, the agency is
I npl enmenting a new travel policy that will nove the
Comm ssion's current travel caps for travel
rei mbur senment expenses up to the State-approved rates
for food, lodging, and mleage in fiscal years 2016 and

"17.

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

Page 9

This transition consists of a two-phase
approach. In fiscal year 2015, the travel cap wll
I ncrease approximately 75 percent to account for the
i nflationary increases in the cost of neals, |odging,
and fuel that have occurred since the last tine the
travel cap was adjusted. |In fiscal years 2016 and ' 17,
the travel cap will be raised an additional 25 percent,
with the goal being full reinbursenent of travel
expenses up to the State-approved rates.

The additional travel cost is estinmated
to be 48,000 in fiscal year 2015 and an additi onal
30, 000 each in 2016 and '17 of the biennium The
addi tional travel cost is covered by reductions in
prof essi onal fees and servi ces.

Ri der revisions and additions. The
Raci ng Conm ssion has submtted one new rider at the
request of our director of investigations for seized
funds or assets. The result is the agency's increased
participation in investigations and raids conducted
with [ocal, State, and Federal |aw enforcenent agencies
In Texas on illegal racetracks.

These operations divert custoners and
participants away fromlicensed tracks and make it nore
difficult for an already struggling industry. Most

provi de unsafe racing and illegal wagering that
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conprom ses legitinmate racing operations.

This new rider would all ow the agency to
participate in an equitable distribution of any seized
funds or assets with the appropriate | aw enf orcenent
agenci es that conducted the investigations and raids.
Any proceeds derived fromthe agency's participation in
I 11 egal ganbling investigations would be used for
enf or cenent pur poses.

MR. FENNER M. Chairman?

CHAl RMAN SCHM DT:  Yes.

MR. FENNER | just want to clarify.

Lane, you're going over into the LAR issues right now,
right?

M5. GOETSCH: Yes, this is the LAR
| ssues.

CHAI RVMAN SCHM DT: Yeah. Right. |
figured we'd take themat one tinme and then we'd get to
the next itemand we'd be up to date.

M5. GOETSCH: Exceptional itens. W have
subm tted one exceptional itemthat would add
appropri ated budget authority beyond the base in the
event the Legislature reclassifies the executive
director exenpt position fromSalary Goup 2 to Sal ary
G oup 3.

The State Auditor's Ofice issued Report
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No. 12-708, a report on executive conpensation at State
agenci es, dated August of 2012 that reconmends the
agency reclassify the executive director position to
Salary G oup 3. For the agency to be able to neet this
recomrendati on, an additional $34,600 in appropriation
authority will be needed in each year of the biennium

Thi s concl udes ny overvi ew of the Racing
Comm ssion's fiscal year 2015 operating budget and
2016-17 legislative appropriations request. At this
tinme | would be glad to answer any questions.

CHAI RVMAN SCHM DT:  Excel | ent
presentati on.

Any questions on either presentation?

kay. Thank you very nmuch, M. Goetsch.

Report on wagering statistics. Carol
d ew n?

M5. OLEWN:. Good norning, M. Chairman,
Comm ssioners. |I'mCarol Oew n, pari-nutuel auditor.

Comm ssi oners, pages 12 through 14 of
your agenda packet contain the wagering statistics
report for the periods of January 1st through August
17th for both 2013 and 2014. The report shows that the
2014 total wagering activity has decreased at greyhound
tracks by 3.7 percent and increased at horse tracks by

3.2 percent. Statew de the handl e has increased two
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percent conpared to the sane tinme period | ast year.

Comm ssioners, are there any questions
about the wagering statistics report?

CHAI RVMAN SCHM DT: Any questions at all?

(kay. Thank you very nuch, Carol.

Report on racetrack inspections.

M. Bl odgett?

MR. BLODGETT: Good norni ng,
Conmi ssi oners.

Comm ssioners, the racetrack inspection
report is included in your agenda packet under the
general business tab. It covers a period of tine of
June 1st, 2014, through July 31st, 2014.

During that period of tinme a total of 19
racetrack inspections were reported by staff. As
outlined within your packets, these inspections were
conducted within the areas of veterinarian, safety and
security, racing, adm nistration, and wagering at
Retama Park, G|l espie County Fair, Gulf G eyhound
Park, Lone Star Park, @ulf Coast Racing, and Vall ey
Race Park. A breakdown of the inspection types
I ncl uded ni ne schedul ed i nspections, six no-notice
I nspections, and four follow up inspections.

Conmi ssioners, at the tinme of this

report, one unsatisfactory inspection issue was
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docunented within your material for @Qulf G eyhound Park
related to a photo finish light. |'mpleased to report
as of yesterday evening's performance at Gulf, this
| ssue was resolved by the racetrack managenent.

There are currently no unresol ved issues
for this reporting period.

"Il be happy to answer any questions
that | coul d.

CHAl RVAN SCHM DT:  Any questions on
racetrack inspections?

Thank you, M. Bl odgett.

Enf orcenment report. Joel Speight?

MR. SPElI GHT: Good nor ni ng,
Comm ssioners. Included in your information on page 16
Is the current enforcenent report for the period
covering January 1st, 2014, to July 31st, 2014. There

are no significant itenms to report at this tine.

If you have any questions, | can answer
t hem now.

CHAI RVMAN SCHM DT: Any questions at all?

Okay. Thank you, Joel. Thank you very
much.

Then noving on to approval of the
Comm ssion's | egislative appropriations request for

fiscal year 2016-2017 and operating budget for fiscal
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year 2015. Ms. Goetsch has laid this itemout for us.

Any public coment at all?

MS. Bl JANSKY:  No.

CHAl RVAN SCHM DT:  Any di scussion at all
about the budget? Any concerns, questions?

"1l certainly entertain a notion to
approve the Conm ssion's |legislative appropriations
requests for 2016-17 and operating budget for fiscal
year 2015.

COMM SSI ONER HICKS:  1'1l make the
not i on.

CHAI RMAN SCHM DT:  Moti on, Conm ssi oner
Hi cks.

COMM SSI ONER MARTI N:  Second.

CHAI RVAN SCHM DT:  Seconded, Dr. Martin.

|f there's no further discussion, all
those in favor signify by saying aye.

COW SSI ONERS:  Aye.

CHAI RVAN SCHM DT:  Anyone opposed?

Ckay. That's passed.

Proceedi ngs on racetracks. Allocation of
| ive race dates for horse racetracks under Conm ssion
Rul e 303.41 for the period begi nning January 1, 2015,
and endi ng August 31st, 2016.

M. Speight, will you lay this item out
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for us, please?

MR, SPEIGHT: Yes, sir. Included in your
I nformati on on pages 55 through 95 are the 2015 and
2016 horse race date cal endars, the individual horse
racetrack requests for |live race dates, coordination
forms that state all affected breed registries and
racetracks concur wth the race date cal endars and t hat
the cal endars accurately reflect each track's request.
The final supporting docunent are the Texas Horsenen's
Part nershi p, the Texas Thoroughbred Associ ation, and
t he Texas Quarter Horse Associ ation conmuni cation of
their support for the requested race dates.

Al'so in your information packets on a
separate color printout are the race date cal endars for
2015 and 2016 that show the horse racetracks requested
race dates. So if we | ook at 2015, the 2015 cal endar,
it includes both requests for new dates in red-col ored
font and previously granted dates in black nunbers.

Only active operating racetracks
submtted requests for dates in 2015. Race days are
total ed by nonth and by breed at the bottom of the
cal endar. The 2015 cal endar includes a total of 186
live race days. This is the sane nunber of
Thor oughbred and Quarter Horse race days that were in

t he 2014 cal endar.
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There are sone minor adjustnments in the
race date requests. One would be Lone Star Park w ||
run every Sunday and elimnate all but four Thursdays
to take advantage of nore revenue, handle, and
attendance on Sundays. Sam Houston 2015 requested race
dat es show an additi onal week between the Thoroughbred
and Quarter Horse neets. This additional tinme is
wel coned by the horsenen.

Looki ng now at the 2016 cal endar, no race
dates for 2016 have been previously granted.

Therefore, the 2016 cal endar shows only requests for
new dates. The cal endar al so shows new dates requested
by two racetracks, Laredo Downs and Valle de | os
Tesoros, that are not operating and have no

facilities. However, staff has not included the actual
request in the packets and is recormmending at this tine
t he Comm ssion only consider the request fromactive
operating racetracks. Those requests have support of

t he horsenen and the breed organi zati ons.

Staff recommends approval of the requests
for the 2015 and 2016 race dates nade by Lone Star
Par k, Sam Houston Race Park, Retama Park, and G || espie
County Fair. Staff recommends tabling the requests for
Laredo Downs and Valle de | os Tesoros until the next

Commi ssi on neeti ng.
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CHAl RVAN SCHM DT: Thank you, Joel.
Do we have anyone fromthe racetracks who
woul d Iike to speak? | think Steve Ross -- M. Ross

from Ret anmm?

MR ROSS: I'mjust really here to --
CHAI RVAN SCHM DT: To answer questions?
MR RCSS: | think he laid it out as good

as |'ve ever heard it laid out. W are applying for
very sim |l ar dates, Thoroughbred dates, simlar to what
we're doing this year starting the Friday after Labor
Day, going through the |ast Saturday in Novenber. And
then our 2016 Quarter Horse dates are very simlar to
what we've done in the past of the Friday prior to the
Bel nont Stakes and then for 10 weeks until the first --
or in that case it will be the second Saturday, |
t hi nk, in August, a very simlar schedul e.

So |I''m happy to answer any questions.

CHAl RVAN SCHM DT:  Any questions of
M. Ross?

kay. Any further discussion by the
Comm ssi on?

"Il certainly entertain a notion to
approve the race dates as requested by the currently
racing tracks, the live tracks, Lone Star Park, Retana

Par k, Sam Houston Race Park, and G| lespie County Fair,
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as shown on the cal endars of pages 56 and 57 of our

packet .
Is there a notion?
COWMM SSI ONER MARTIN: | nmake a noti on.
CHAI RVMAN SCHM DT: Motion, Dr. Martin.
VI CE- CHAI RMAN EDERER: 1"l | second.
CHAI RVMAN SCHM DT:  Second, Vi ce-Chair
Ederer.
Any further discussion?
Al'l those in favor signify by saying
aye.

COW SSI ONERS:  Aye.

CHAI RVAN SCHM DT:  Anyone opposed?

kay. And do we need a notion to table
or do we just not act on it?

MR. FENNER.  The renmining --

CHAI RVAN SCHM DT:  Dat es.

MR. FENNER  Sure, we can -- that's a
good idea, sir, a notion to table the remaining
application requests for race dates that haven't been
acted on by you.

CHAl RMAN SCHM DT: Okay. |I'Il certainly
entertain a notion to table the remaining requests for
race dates that have not been approved.

VI CE- CHAI RMAN EDERER:  |'I | make the

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

Page 19

notion to table.

COW SSI ONER HI CKS:  Second.

CHAI RVAN SCHM DT: A notion by Vice-Chair
Ederer, seconded by Conm ssi oner Hicks.

Al'l those in favor signify by saying
aye.

COW SSI ONERS:  Aye.

CHAl RVAN SCHM DT:  Anyone opposed?

kay. Those al so passed.

Al | ocation of race dates for greyhound
racetracks under Conm ssion Rule 303.41 for the period
begi nni ng January 1st, 2015, and endi ng August 31st,
2016.

M. Speight, can you lay that out for us
as well?

MR SPEI GHT: Sure can, sir.

I ncl uded in your information on pages 96
t hrough 103 is the 2015 greyhound race date cal endar,
@l f Geyhound Park's request for |live race dates, and
coordination forns stating Qulf Coast Racing
Associ ati on supports the race date cal endar and t hat
the cal endars accurately reflect Gulf Geyhound Park's
requested race dates.

On a separately included col or printout

is the race date cal endar for 2015 that shows Gl f

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

Page 20

Greyhound Park's requested race dates. It also
I ncl udes one race date for Valley Race Park previously
granted. Race days are totaled by nonth for both
mat i nee and eveni ng perfornmances at the bottom of the
cal endar. The 2015 cal endar reflects a total of 255
per formances request ed.

Staff recommends approval of the request
for 2015 race dates made by Gulf G eyhound Park.

CHAI RVAN SCHM DT: Is there any public
conment ?

Any conmment by the Comm ssion?

Okay. 1'll certainly entertain a notion
to approve the race dates as requested by CGulf
G eyhound Park and as shown on the cal endar in our
packet page 97.

COW SSI ONER HI CKS: | nake the notion.

CHAI RVAN SCHM DT: A notion by
Commi ssi oner Hi cks.

COW SSI ONER VEEI NBERG  |'Il second.

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

Al those in favor signify by saying
aye.

COW SSI ONERS: Aye.

CHAI RVAN SCHM DT:  Anyone opposed?
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That's al so approved.

Item C, request by Saddl e Brook Park --

MR. FENNER M. Chai rman?

CHAI RVAN SCHM DT:  Yes.

MR. FENNER To be consistent, Gulf Coast
Raci ng did have sone requests for race dates in 2016.
Isn't that correct, Joel ?

Do you want to table those?

CHAl RMVAN SCHM DT: Sure. | m ssed that.
| apol ogi ze. Yeah.

MR. SPEI GHT: Not for 2016, no, there

weren't.

MR. FENNER Can | get clarification from
M. MIltz?

MR MOLTZ: |I'msorry, Mark. | couldn't
hear you.

MR. FENNER. Do you have a pending race
date request for @ulf Coast Racing?

MR. MOLTZ: Yes, for August of 2016. It
did not make it into the agenda package.

MR. FENNER We would like to table that
as well.

CHAl RMAN SCHM DT: Ckay. |Is there a
notion to --

COW SSIONER MARTIN: | make a notion to
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table it.

COW SSI ONER STEEN:  Second.

CHAI RVAN SCHM DT:  Seconded by
Commi ssi oner St een.

Al'l those in favor signify by saying
aye.

COW SSI ONERS:  Aye.

CHAl RVAN SCHM DT:  Anyone opposed?

kay. Moving forward, Item C, request by
Saddl e Brook Park to designate an application period --
an application period for the race dates under Rule
303. 41.

Mark, can you lay that item out?

MR. FENNER  Yes, sir.

M. Newby, on behalf of Saddl e Brook
Par k, has requested that the Commi ssion desighate an
application period for which it will accept race dates
during the fourth quarter of cal endar year 2016. This
was aut hori zed under Comm ssion Rule 303.41. |If you
approve the request to open an application period, then
we wll notify all the racetracks of it and they wll
have at |east 30 days in which to apply for race dates
during that period.

CHAl RVAN SCHM DT:  Thank you, MarKk.

M. Johnsen would |ike to speak.
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Corey, are you available? Wl cone back
to Texas.

MR. JOHNSEN:. Thank you. M. Chairnan,
menbers of the Conm ssion, |'m Corey Johnsen. |'ma
part owner of Saddle Brook Park and |I'm here on behal f
of that organization.

As Mark said, we would request that the
Comm ssi on open up an application period for race dates
for Cctober to Decenber 2016 and |I'm here to answer any
guestions you m ght have on that.

CHAI RVMAN SCHM DT:  Anyone have any
guestions fromthe Conm ssion?

(kay. Thank you, Corey. Thank you very
much.

Any additional public comment we do not
have.

Again, | would enphasize, this is not a
race date. This is an application period. So I'd
certainly entertain a notion to approve Saddl e Brook
Park's request to open an application period for live
race dates in October through Decenber of 2016.

COMM SSI ONER ABER: | nmake that notion.

CHAI RVAN SCHM DT: A notion per
Dr. Aber.

COWM SSI ONER MARTI N:  Second.
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CHAI RVAN SCHM DT:  Seconded by
Dr. Martin.

Al'l those in favor signify by saying
aye.

COW SSI ONERS: Aye.

CHAI RVAN SCHM DT:  Anyone opposed?

Ckay. That itemis also approved.

Moving on to Item D, review and renewal
of inactive racetrack |icenses under Conm ssion Rule
309.52. We'll deal with Laredo Downs, Laredo Race
Par k, Longhorn Downs, and Manor Downs.

M. Fenner, can you lay this itemout for
us, please?

MR. FENNER  Yes, sir.

The nost recent sunset bill affecting the
Texas Racing Act anended the act to require the
Conmi ssion to review inactive racetrack |icenses each
year and to either designate the license as active, to
renew it as inactive, or to refuse to renewit, which
would require a referral to the State O fice of
Adm ni strative Heari ngs.

In conducting its review, the Conm ssion
needs to consider the |license holder's financial
stability, its ability to conduct live racing, its

ability to construct and maintain a racetrack facility,
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and ot her good faith efforts to conduct |ive racing,
pl us ot her necessary factors considered in the original
I ssuance of the license. And we have in our rule
established factors to be considered in determ ning
whet her or not good faith efforts have been
denonstrated and, in fact, the application formfor
renewal follows the rule in setting out what those
factors and criteria are.

So at this point I would -- |I'"mavail abl e
to answer any questions, but it's up to the |icense
hol ders to conme up and explain their application.

CHAI RVAN SCHM DT: Gkay. Thank you.

Any questions of M. Fenner?

Let's nove forward first with M. Mltz
for Laredo Downs.

MR. MOLTZ: Good norning, Conm ssioners,

Chai r man.

First | would like to basically say that
we did file an application for renewal. It goes into
sone detail. And we stand by that application and |

won't repeat everything in there. W believe it neets
the criteria for renewal and request that it be
renewed. But | would Iike to take this opportunity to
go a little further than that.

| cane before you all a few neetings
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back, two or three neetings back, basically informng

t he Comm ssion that Laredo Downs, along with other
tracks with a relationship in the ownership, were going
to be comng before you all with plans to nove forward
with various activities which ultinmately woul d i ncl ude
live racing.

Later that sane neeting, M. Chairnman,

t he chai rman appoi nted an advisory committee on
pari-mnmutuel wagering. And then that started -- those
neetings were occurring and it becane obvious that the
| andscape may change a little bit depending on if and
when rul emaki ng occurred. And so those plans were -- |
won't say put on hold, but they were kind of set aside
for their scope.

The plans never did -- never were
contingent on any rul emaki ng or any changes. Let ne
make that clear. But what happens later in this
neeting, | suspect, wll have an inpact on, let ne say,
the scope and the timng and things |like that of these
pl ans.

So I'mkind of back here sayi ng what |
told you last tinme, or a few neetings ago, but under
per haps different circunstances, that we do have pl ans
for Laredo Downs to nove forward. It will include

anot her track, probably in MAllen, as far as part of
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an overall plan to -- our tracks, ny clients, believe
t hey have cone up with a way to make these things
profitable and that was with or without this
rul emaki ng. But that would certainly enhance it and
change sone of the designs and things |ike that.

So that's where that is, that whichever
way the rul emaki ng goes, we wll be back. How the
rul emaki ng goes wll depend on the scope and what t hat
exactly looks like. So that is our plan going
forward. W would have been here previously except
It's hard to design facilities when you don't know
exactly what's going in those facilities, so it was
ki nd of put on hol d.

|'d be wel cone to answer any questions --
or happy to answer any questions that anyone may have.

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

M5. O CONNELL: | have a question.

CHAl RMAN SCHM DT: Go ahead.

MR, MOLTZ: Yes, ma'am

M5. O CONNELL: Do you have a property
I nterest or a | easehold on your |icense |ocation?

MR. MOLTZ: There is a -- there's no
ownership or | easehold in Wbb County, no, nm'am which

I s Laredo.
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M5. O CONNELL: | have a question then
for the general counsel. And that is, |I'munder the
I npression that a racing |icense holder has to keep a
property interest on the license |ocation, that the
| icenses are | ocation specific. And | do have sone
concerns that that requirenent has |apsed for this
|icense holder. And | want to nake sure that we are
applying the rules to all of the Iicense holders fairly
and consistently. | assune the other |icense
hol ders -- 1've not seen any evidence that they have an
Issue with this and |"'msure that's costing them |It's
a cost of their business to maintain that requirenent.

So | just want to ask, what status does
that put the license in? Does the license fail by not
uphol ding that requirenment? |Is that a requirenent that
is curable? |If the license holder conmes to us |ater
and wants to nove the location, are we even able to do
that if there is no location to nove? | just have a
| ot of questions about that.

MR. FENNER  Yes, Comm ssioner. Licenses
are indeed | ocation specific, and the failure of a
| icense holder to maintain its |ocation has caused a
great deal of problens in the past for this agency.
And you nay renenber that Longhorn Downs for several

years had no location and trying to find a new | ocati on
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took a long tinme and it was a very big problemfor us.

In this case, the rule regardi ng renewal
of an inactive |license specifically identifies that the
failure of an inactive racetrack holder -- license
hol der to conply with -- no, to naintain the ownership
or leasehold interest in the real property of the
designated | ocation is a factor that denonstrates that
renewal may not be in the best interest of the public
or the racing industry.

So if you were to elect to refer this to
SOAH for nonrenewal hearings, then this would be
sonething that we would point to very clearly as
denonstrating that renewal is not in the best interest
of the public.

But there's no single factor that
requires you to not renew the license. |It's really at
the el ection of the Comm ssion whether you want to take
t hat action or not.

M5. O CONNELL: So in the Longhorn Downs
exanple fromthe past years, was that |icensee all owed
to -- | guess they noved their location. They did not
cure it? O howdid that play out?

MR. FENNER: They ultimately noved their
| ocation to Creednoor, which is just southeast of

Austi n.
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M5. O CONNELL: But prior to that they
didn't cure it in order to neet the -- to nove it?

MR. FENNER  They nmade a couple of failed
attenpts to nove it before. Once they tried to nove it
to Pflugerville and that was rejected, or failed
anyway. And then on another attenpt to try to sell it
and nove it to -- | believe it was Lancaster, just
south of Dallas, and that was a failed effort as well.

M5. O CONNELL: Are you all able to cure
that, to get another |easehold to get it into
conpl i ance?

MR, MOLTZ: Well, let ne tell you two
things. First, there is a site that Laredo Downs has
an option on in Tarrant County. There is a site and
they have -- as far as business advantage, they have
obtained an option. But it is not in Wbb County.

Now, with respect to could they cone up
with a site in Webb County, |I'msure they could. In
fact, one of the primary principals in Laredo Downs
I nformed nme yesterday that he owns 12,000 acres about a
mle down the road which is basically identical
property. |If you want 200 acres that | ooks just |ike
what the site was, you know, a mle down the road, we
can put it there.

But the bottomline is that that really
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doesn't nake any sense because with the status of the
horse racing industry, the optimsmwth regard to two
racetracks in Laredo has sort of waned and that the
deci sion was nmade to not have two racetracks in Wbb
County. Laredo Race Park is also there, or at |east
the license is there. So one would have to nove.

And Laredo Downs is |ooking at doing
that, has a site, and where we are now is finalizing
the plans for that application and the designhs and
things like that. So we do have a site. |It's just not
the original site. And it's actually not in the sane
county.

M5. O CONNELL: And | did see that in
your application. It just puts us in a bind because
that's not, you know, sonething that is |isted anywhere
as a substitute or an alternative. So it puts us in a
little bit of a bad position to allow you to -- to not

require you to neet the requirenents that all of the

ot her racetrack holders are neeting. | nean, |
realize -- | hear what you're saying, but it does
create a -- put us inalittle bit of a bind.

MR, MOLTZ: Hopefully, in the relatively
near future, this issue wll go away when we nove
forward with the proposal to renedy the situation.

MR. FENNER May | ask a question?
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M. MIltz, is the original site still
avai | abl e?

MR, MOLTZ: | don't know the answer to
that, M. Fenner. | don't know.

CHAI RVAN SCHM DT: | think it is also, |
t hi nk, understood by the Comm ssion, M. Mltz, that

were we to vote to renew your inactive license, we're
doi ng so under the assunption that it's in Laredo and
we're nmaking no promises, inplied or uninplied or in
any way, that a site in Tarrant or Parker would be
approved.

MR. MOLTZ: | under st and.

CHAI RVAN SCHM DT: Any further questions
of M. Mltz?

kay. Ms. Young for Laredo Race Downs?

Thank you, M. Mltz.

M5. YOUNG Good norning, Conm ssioners.
My nane is Andrea Young. |'mhere in ny capacity as
t he president of Laredo Race Park this norning to
request that you approve our application for renewal of
our license in Laredo.

Qur letter that we submitted in the
packet is fairly detailed. Hopefully you' ve had a
chance to reviewit. There are a nunber of criteria

just like you guys were now considering with the
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previ ous stakeholder. W believe we clearly neet this
criteria.

In addition to our |license in Laredo, we
al so operate Sam Houston Race Park in Houston and
Val l ey Race Park in Harlingen. | think through our
operations there over the |ast nunber of years, we
clearly denonstrate that we neet the financial
stability requirenents, the ability to conduct |ive
racing, and the ability to construct and maintain a
racing facility once we believe the econom ¢ outl ook
| mproves.

Al so outlined are other good faith
efforts that we have taken in our letter. W have
pursued regul atory changes to inprove the econom cs
overall in racing. W'Il continue to do that for the
indefinite future. W continue to naintain rights to a
pi ece of land on M nes Road in Webb County, along with
appropriate zoning, and have made tinely paynents as
requested by the Racing Conm ssion.

"' m happy to answer any questions you
m ght have.

CHAI RVAN SCHM DT:  Any questions of
M's. Young?

Ckay. Thank you, Andrea. Thank you very

nuch.
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M5. YOUNG Thank you.

CHAI RVAN SCHM DT: Item D-3, Longhorn
Downs, we'll have two separate speakers.

M. Brown, if you'll speak to us on
behal f of KTAGS Hol di ng Conpany, pl ease.

MR. BROMN:. Good norning, M. Chairnman
and Comm ssioners. Bryan Brown representi ng KTAGS
Downs Hol di ng Conpany, LLC.

We have outlined in our application for
renewal our satisfaction of the rule criteria. A
couple of highlights I'd like to point out in the
application. W closed quite sonme tine ago on a
148-acre tract in Creednoor. W paid cash for that
tract and have nmaintai ned that ownership consistently
si nce.

In addition to that, we've naintained a
close relationship with Robert Wlhite, the mayor, and
appear to have very good support in the comunity,
which | think was pointed out earlier, sonetines that
support hasn't been there for us in this area.

In addition to that, we continue to have
the full support financially of diff Thomas. He has
denonstrated to the Comm ssion, by providing
i nformation on his financial capability, nore than

enough fundi ng avail able for the project once we get
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goi ng.

It's well-known we've been hanstrung by
court action both in Dallas and in Houston. It's
outlined in great detail in the application. One thing
to update the Court -- excuse ne, the Comm ssion, the
Court, the Suprenme Court, has requested briefs in
relation to our Houston case. That canme out on
Saturday. And those briefs would deal wth rel easing
t he stock of Longhorn Downs out of the Court registry.

So nore detail than you'd ever want in

the application, but |I'd be happy to answer any

guestions you nmay have.

CHAl RVAN SCHM DT:  Any questions of
M. Brown?

Okay. A conplex situation. Thank you,
Sir

MR. BROMWN:. | would say so. Thank you
very much.

CHAI RMAN SCHM DT: M. Carr, Dallas Cty
Limts? Wel cone back.

MR. CARR M. Chairman, Conmm ssioners,
ny name is Snapper Carr. |'man attorney representing
Dallas Gty Limts.

You all are well aware of the history and
the litigation that has occurred with regards to this
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particular license. This is one of probably a few
tines we get to cone before you and say that we're in
agreenent with M. Brown's statenent of we woul d
support renewal of this license. Both parties that are
in litigation, | think it's clearly evident, have the
financial wherew thal and the resources to nove forward
on a track and then nove towards |ive racing once we
get title cleared up.

One -- only one note | would nake to
M. Brown's coments is that, yes, the Suprene Court
has asked for briefing, although they have not accepted
the case. That's a prelimnary step, of course. At
this juncture Dallas Cty Limts has proceeded to win
at every turn and at the appellate level. And we | ook
forward to having this cleared so that we can nove
f orwar d.

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

Ckay. Thank you, sir.

And then Manor Downs. |Is Howard -- is
anyone here to speak for Manor Downs?

Howar d, wel cone.

MR. PHI LLIPS: Thank you. M. Chairmn,
Commi ssioners, I'mglad to report | received a new | eft

knee and |I'massured it's going to be okay eventually.
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As you know, we have a facility and an
exi sting racetrack and we have continued to spend the
funds and take the necessary actions to keep that track
i n what | consider a next-to-ready condition. Qur
audited financial statenents which are on file with the
Commi ssion and available to the public will show that
we expended over $500, 000 | ast cal endar year in doing
this and we continue to do so now So we'd request
that we be given an inactive license renewal .

I'd be glad to answer any questions.

CHAI RVAN SCHM DT:  Any questions fromthe
Comm ssi oners?

Thank you for com ng up here, sir.
Appreciate it.

MR. PHI LLIPS: Thank you.

CHAI RVAN SCHM DT:  Any ot her public
coment ?

Ckay. Any comments fromthe
Comm ssi oners?

VI CE- CHAl RVAN EDERER: | have a
gquestion. As far as Laredo Downs is concerned, can it
be tabled? It doesn't have to be taken up at this
time, is what |'msaying, and table it until the next
neeting until they can clarify their |land position.

MR. FENNER  Yes, sir, you can do that.
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There's no requirenent that you act on it at this
neet i ng.

VI CE- CHAl RMAN EDERER:  Thank you.

CHAI RVAN SCHM DT: Any ot her questions or
comment s?

Any notion to be made?

COWM SSI ONER ABER: | woul d make a noti on
to table it, to table to the next neeting.

VI CE- CHAl RVAN EDERER: Lar edo Downs?

COWMM SSI ONER ABER: Laredo Downs.

CHAI RMAN SCHM DT:  And go forward with
t he other three?

COWMM SSI ONER ABER:  Yeah, go forward with
t he other three.

M5. O CONNELL: Is the purpose of tabling
to clarify the land at the license |ocation or
el sewhere?

VI CE- CHAl RVAN EDERER:  So that they w ||
neet the criteria for the application in response to
your questions.

M5. O CONNELL: Ckay.

VI CE- CHAI RVMAN EDERER:  And in response to
your questions.

CHAI RVAN SCHM DT: So just so |

under stand, the notion has been nade by Conm ssioner --
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Dr. Aber and seconded by Vice-Chair Ederer to table the
application for Laredo Downs, but is it to approve the
ot her three?

VI CE- CHAI RVAN EDERER:  Yes.

CHAI RVAN SCHM DT: Okay. To approve
Laredo Race Park, Longhorn Downs, and Manor Downs.

There's been a notion that's been nmade
and seconded.

Any further discussion?

Al'l those in favor signify by saying

aye.
COW SSI ONERS:  Aye.
CHAI RVAN SCHM DT:  Anyone opposed?
kay. | would -- just a comment fromthe
Chair. | think the period has been one of great flux

for these inactive tracks; and were the | andscape to
change, | think the Comm ssion is going to | ook at
these inactive licenses in a nmuch nore rigorous way at
the tinme of the next renewal period, just as a way of
comment .

Ckay. Item E, ownership and nmanagenent
review of Qulf Coast Racing' s active racetrack |license
under Comm ssion Rul e 309.53.

M. Fenner, can you lay this itemout for

us, please, sir?
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MR. FENNER  Yes, sir.

The 6. 06 Subsection (k) of the Racing Act
requires the Comm ssion to review the ownership and
managenent of active racetrack |icenses every five
years. And when it passed Rule 309.53, it also set the
schedul e for when those renewal reviews -- or ownership
and managenent reviews would take place. The |icense
of GQulf Coast Racing is subject to review this year.

Now, as part of that process, staff does
a revi ew of the managenent, concession, and tote
contracts. W review the security plan. W reviewthe
backgrounds al so of everybody owning five percent or
nore as well as the officers and directors of the
racetrack.

We have done that and we have prepared a
report to you that begins on page 134 of your packet
t hat descri bes our findings.

In summary, the ownership and managenent,
t hese people are qualified and none of them have
anything in their background that would disqualify them
fromowning the |icense or serving on the board. W
reviewed the security plan and it is satisfactory. The
tote contract and managenent contract are the sane as
were approved by the Comm ssion previously. W've

provi ded you copies of the financial docunents provided
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by the racetrack.

And we' ve also reviewed the results of
various investigations and inspections. W've found
only three mnor technical violations of the
Comm ssion's rules in the past five years and those
were all resolved in a tinely fashion. There's no
pendi ng i nvestigations or adm nistrative penalties
I nvol ving Gul f Coast Raci ng.

So at the conclusion of a review, you can
take any action that's authorized under the act; and if
you don't have anything that you want to do, then the
other thing to do is just schedule the next review
Since it's every five years, the next review would be
schedul ed for 2019.

CHAl RMVAN SCHM DT:  Thank you.

Any questions of M. Fenner?

Ckay. Thank you for that update, sir.

Any public comrent?

M. MIltz is available to testify if
needed.

Any di scussi on by the Comm ssioners?

kay. If there is none, |I'll certainly
entertain a notion to schedule the next ownership and
managenent review of @l f Coast Racing for 2019.

Is there a notion?
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COW SSI ONER HI CKS: | nake the notion.
CHAI RVAN SCHM DT: A notion by

Ms. Hicks, seconded by Dr. Martin.
Al'l those in favor signify by saying

aye.
COW SSI ONERS: Aye.
CHAl RMVAN SCHM DT: No one opposes?
Ckay. |t's unani nous.
Proceedi ngs on occupational |icenses.
This is really, | guess, an appeal, the proposal for

decision in SOAH No. 476-14-3075 regardi ng the appeal
of Anna Marie Crowson from Stewards' Ruling Lone Star
Park 2946.

Ms. Bijansky, can you bring us up to date

on this?

MS. BI JANSKY:  Yes.

M. Chairnman, Comm ssioners, good
norning. |'mhere to present for final action the case

agai nst Anna Marie Crowson for five d enbuterol
positives in four horses at Lone Star Park in Cctober
and Novenber of |ast year.

Before | do, | have two prelimnary
matters to address. First, | received a notion for
continuance from Ms. Crowson's attorneys yesterday.

|'ve got a handout of sone additional materials
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i ncluding that notion that I'mgoing to hand out now.

The notion for continuance is the first
page of the packet. Although you do have the ability
to grant the continuance if you choose, | believe the
information I'mgoing to be presenting will show that
It's not warranted.

Second, | knowit's been quite awhile
since the Comm ssion has had a case |like this before
it, sol'd like to take just a couple of mnutes to
wal k you through the disciplinary process. And |'ve
made a handout that's on the second page of that packet
that kind of details the process. |'mfocusing on a
drug positive case because, of course, that's what
we're | ooking at here today, but it's essentially the
sanme process for nost disciplinary matters that may
cone before you.

As you know, after a race, at |east the
top two finishers are drug tested; and if anything
cones back positive, it's assigned to an investi gator
and the licensee is given an opportunity to request a
split sanple.

If the split cones back positive or the
trai ner has waived the testing, the case then goes to
the stewards to be set for a hearing. The hearing

notice indicates the expected penalty and the |icensee
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has an opportunity to accept it without going to a
hearing. |If the offer is accepted, the stewards issue
aruling and that's the end of the case. |If the offer
I s not accepted, the hearing goes forward. The

| i censee has the opportunity to be represented by
counsel and can bring whatever evidence and w t nesses

they want within reason like a regular trial.

After the stewards -- after the hearing,
the stewards issue their ruling. |If the ruling isn't
appeal ed, that's the end of the case. If it is

appeal ed, it goes to the State O fice of Admnistrative
Heari ngs, which we abbreviate as SOAH. SOAH enpl oys
adm nistrative | aw judges, ALJ's, who hear cases froma
variety of reqgulatory agencies. The |Iicensee can al so
ask for a stay of any suspension that the stewards

| npose. That request goes to the executive director
and it's his decision.

The SOAH hearing is simlar to the
stewards' hearing, wth a couple of key differences.
It's a bit nore formal; and instead of entirely com ng
to their own conclusions about the facts and the
appropriate penalty, the ALJ is tasked with deciding
whet her the stewards' ruling was clearly in error. So
even if the ALJ would have decided it differently, if

they can't say that the stewards were clearly wong,

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

Page 45

the ruling should be uphel d.

The ALJ has 60 days to rule on the case
and they issue what's called a proposal for decision or
PFD. And it's called a proposal for decision because
you all have the final decision. They just nmake a
proposal. There are tinelines for certain optional
filings between the issue of a PFD and before it cones
to the Conm ssion; but assumng nothing is filed within

those tine periods, the case then goes on the

Comm ssion's next agenda for final action. 1In the
handout, | put the word "final" in quotes because it
can still be appeal ed up through the courts, but we'll
get to that.

So when a PFD cones before you for final
action, you have the option to accept the ALJ's
recomrendation or to nmodify it within certain
paraneters. |If you rule in favor of a |icensee,
undoi ng the stewards' action against them that's the
end of the case. |If you rule against the |icensee, he
or she can then appeal to District Court and
potentially all the way up through the court system

So that's the usual process. Wat we
have before us today is a little different. In this
case, O enbuterol was found above the legal limt in

four of Anna Marie Crowson's horses on two race dates
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totaling five positives, four on one day of trials and
one of the same horses again in the final.

Back in February we had the stewards
heari ng where she was represented by counsel, a New
Mexi co attorney nanmed Cody Kelly, and the stewards
rul ed against her. The ruling starts on page 139 of
the main neeting packet.

Ms. Crowson appealed that ruling and
requested a stay of a 60-day suspension. That's on
page 144 of the materials. And M. Trout granted her a
si x-month stay on March 6th. And the case was
schedul ed for a hearing at SOAH on June 11t h.

| would note that in their request for

the stay, their basis was -- and this is on the third
page of the additional handout | gave you -- was to
obtain -- they wanted to obtain additional informtion

fromthe drug testing | ab about a defense theory that
they had in mnd. That was back on March 4th. They've
never requested that additional informtion.

We sent the hearing notice to Ms. Crowson
and to her attorney for that SOAH hearing that took
place in June. Neither Ms. Crowson nor anybody
representing her showed up for that hearing. On June
23rd the ALJ dism ssed the case and sent it back to the

agency for final action on a default basis.
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So instead of a proposal for decision, we
have the ALJ's order dism ssing the case and sending it
back to the agency to be handled as a default. That
could potentially be handled, |I think, by M. Trout.

We don't have any rul es explaining what a default --
how a default proceedi ng should be addressed, so |'m
bringing it before you today kind of out of an
abundance of cauti on.

The ALJ's order is page 153 of the
neeting materials. A copy of it also went to
Ms. Crowson and her attorney. | haven't heard from
them and they didn't file anything further until this
week. | did send them by mail, a copy of the proposed
order that | included in the materials; and when that
nmeeting was canceled on | believe it was August 8th, |
sent M. Kelly an e-nmail letting himknow that the
neeting was canceled and that 1'd | et himknow as soon
as it had been reschedul ed.

Last Thursday, when the neeting was
reschedul ed for today, | sent him another e-nail
| etting himknow that it was going to be today. And
that's on -- that's the fourth page of the handout I
just handed out. So |'ve always kept himin the | oop
even though | wasn't even sure until | received the

notion yesterday that he was still representing her.
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So the natter is before you today for
final action and there's a draft order in your
mat eri al s begi nning on page 154. | have a cl ean copy
of the order here with the dates updated to refl ect
t oday' s neeting.

This order adopts the stewards' ruling in
full wth one exception. Four of Ms. Crowson's
Cl enbuterol positives, as | said, were in the trials
and one was in the final, but she actually had a second
horse of those first four that did run in the final.

It placed fourth, so it wasn't tested again. But
because it was disqualified fromthe trial, it should
al so have been disqualified fromthe final and that was
overl ooked in the stewards' ruling. And so currently,
as it stands, the horse -- the horse would still be

pl aced fourth and the purse would be paid out. So that
horse shoul d have been disqualified and ordered

unpl aced due to the positive in the trial.

Now, about the notion for continuance
that Ms. Crowson's new attorney, Bl ake Hansen, filed
yesterday. He wasn't an attorney of record in the case
until he sent that notion, actually until we spoke
yesterday, so | didn't know to send notices to hin but
| did, as | said, notify M. Kelly, who's been the

attorney of record throughout the case, that it was
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cancel ed on August 12th, that it was reschedul ed for
t oday.

So I"'mnot too sure what to nmake of their
contentions in the notion that they weren't notified,
that they did show up on the 12th, they didn't receive
any notice of today's hearing and only heard about it
sort of accidentally.

| would also note that their stated
reason for requesting the continuance, which was to
obtain information fromthe lab for their expert to
eval uate, appears to be nothing nore than stalling,
just as they did when they used that reason to request
the stay back in early March.

They' ve had nore than enough tine to
explore that issue since that tinme and they've never
even asked for the infornmation and they didn't appear
at SOAH to contest the positives. That was their
opportunity to defend Ms. Crowson. |It's not proper to
be asking all this tine later to send the case back to
the stewards, as they requested, to do what they really
shoul d have done at SOAH back in June.

So again, | would ask that you deny the
notion for continuance, adopt the stewards' ruling in
full with that one change to the order of finish that

we di scussed, and |I'm happy to answer any questions you
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may have.

CHAI RVAN SCHM DT:  Any questions of Devon
or Ms. Bijansky?

Ms. Bijansky, just |ooking over these
Cl enbuterol positives, the range is 233 to 253. Is
there a therapeutic range for treatnent of horse asthma
or --

M5. BIJANSKY: Are you referring to the
t hreshol d?

CHAl RMAN SCHM DT:  Yes.

M5. BI JANSKY: The threshold is 140
pi cograns per milliliter in urine.

CHAl RMVAN SCHM DT: So t hese are al nost
tw ce that.

M5. BI JANSKY: Right.

CHAI RVAN SCHM DT: Thank you.

Any ot her questions?

Thank you, ma'am W mght call you back
In just a second.

Is Ms. Crowson or her attorney present?
Okay. They're not?

kay. Any discussion fromthe Conm ssion
t hen?

| think these fol ks have had a | ot of

time to present their case. 1'd certainly entertain a
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notion to deny their notion for continuance --

VI CE- CHAI RVAN EDERER:  So noved.

CHAI RVMAN SCHM DT: -- and to dism ss the
appeal of Anna Marie Crowson and uphol d the stewards'
ruling in full with the exception of a correction to
the order of finish in the 10th race at Lone Star Park
Novenber 9, 2013, reflecting that the horse RC Tres
Times Seis was disqualified and is unpl aced.

VI CE- CHAl RVAN EDERER:  So nove.

CHAI RMAN SCHM DT: Moved by Vi ce-Chair
Ederer, seconded by --

COMWM SSI ONER ABER:  |'Il1 second.

CHAIl RMAN SCHM DT: -- Dr. Aber.

Any further discussion?

Al those in favor signify by saying
aye.

COW SSI ONERS:  Aye.

CHAI RVAN SCHM DT:  Qpposed?

M5. O CONNELL: Abstain.

CHAl RVAN SCHM DT:  Abstain. Ckay.

Proceedi ngs on rul emaki ng. Just for your
I nformation, the first rule is a proposal for Rule 309,
Tenporary License to Conduct Racing, from Saddl e Brook
Park. | spoke with M. Newby earlier in the week and

he asked that we take this item down fromtoday's
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neeting. We'Ill not be discussing it. He and his team
woul d |i ke sone additional tinme to gain additional
information to present to us. So | anticipate bringing
this up at the Cctober neeting, but it's taken down
fromthis one.

Moving forward to Item B, the adoption of
proposed rul e anendnents and new rul es authori zi ng
hi storical racing. As you may know, |ast evening the
Raci ng Conm ssion heard via press release that there
was an effort to obtain a tenporary restraining order
agai nst the Conmm ssion frombringing this item up.

This restraining order request was heard in Judge
Evans' court this norning in Tarrant County and deni ed,
so we'll be noving forward.

M. Fenner, can you lay out the proposed
anendnents and bring us up to date where we stand?

MR. FENNER  Yes, sir.

Comm ssi oners, these proposals were
requested by the entire racing industry and they were
published in the June 27th edition of the Texas
Regi ster for public comment. During the coment period
we received over 13,000 comments, with about three
gquarters in favor and about one quarter against. The
majority of the 13,000 comments cane in the form of

petitions and their signatures and nost of these were
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in favor and, again, sone were against.

Detail ed corments canme froma variety of
pl aces, including, not necessarily limted to, State
Representatives, State Senators, industry groups, the
City of Gand Prairie, Texas Association of Business,

t he Ki ckapoo Tri be of Texas, G ey2K USA, the Texas
Bapti st Christian Life Conm ssion, First Baptist Church
of Arlington, the ASPCA, the Texas Public Policy
Foundati on, and individual horsenen. And copies of

t hese comments have been provided to you in a separate
bi nder .

Commi ssion staff also held a public
comment hearing on July 17th. 18 people testified, 15
in favor and three against. Two of the three who
opposed the proposal represent the bingo industry and a
third represented the Texas Humane Legi sl ation
Network. A copy of the transcript fromthat neeting is
also in your binder. In addition to those that
testified, 45 turned in comrent cards, with 43 in
support for the proposals and two opposed.

You may al so recall that during the
coment period State Representative Dan Flynn filed a
request with the Attorney General's office for an
opi nion as to whether the Comm ssion had the authority

to adopt rules authorizing historical racing. On
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August 12th | filed a brief with the Attorney CGeneral's
of fice defending the Comm ssion's authority to adopt
these rules and | provided a copy of that brief to
you. The Attorney General's decision is not due unti
January 18th, 2015. M opinion has not changed. |
think the rules are within your authority.

Al'so to speak this norning is Kevin
Mul lally of Gam ng Laboratories International. He's
here to make a presentation on historical racing
termnals fromthe perspective of an independent
third-party testing | aboratory.

That concl udes ny presentation.

CHAI RVAN SCHM DT:  Any initial questions
of M. Fenner?

(kay. We have had a request for sone
additional information. So, M. Millally, thank you
for visiting us this norning. Can you bring us up to
dat e?

MR. MJLLALLY: Sure, M. Chairnan.

Menbers of the Comm ssion, thank you for
havi ng ne.

CHAl RMAN SCHM DT: Just for clarity, you
do not nmake these machines. You test them

MR, MJULLALLY: Correct.

CHAI RVAN SCHM DT: Is that correct?
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You're an i ndependent auditor as it were?

MR, MULLALLY: Yes.

"1l give you just a brief sketch of ny
bi ographi cal background. | started work in public
service in 1981 as a |legislative assistant to the
majority | eader of the Mssouri State Senate. |In 1984
| became his chief of staff and did that until 1993
when the Governor of the State of Mssouri asked nme to
go help start up the newy created M ssouri Gani ng
Comm ssi on, where | becane their first |awer and
deputy director and wote all the initial rules setting
up the regulatory structure for the gam ng industry in
M ssouri. And then | served as the director of that
agency from 2000 to 2006 when | left to conme to G.I.
So I've had a long history in public policy and public
adm ni stration and over the |last 21 years have focused
that on the regulation of various types of gam ng.

Gam ng Laboratories International is the
worl d's | eadi ng i ndependent testing |aboratory. W
wor k for regul ators, about 450 all told over the world,
t hrough 20 | aboratory facilities around the globe. W
work for regulators to independently test equipnent to
ensure that it neets the technical requirenents under
their laws and under the rules that they have

pr onul gat ed.
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W are scientists by a large part. About
85 percent of our staff consists of engineers
specializing in hardware, software, comrunications. W
have a | arge math departnent that consists of over 21
mat hemat i ci ans worl dwi de, including four Ph.D.'s in
math. So we understand the intricacies of technol ogy
and work directly for regulators around the worl d.

To us, technology is science. @.l has
never taken a position on any legislative -- gam ng
| egi sl ative policy, whether it be in the pari-nutuel
I ndustry, the lottery industry, in the gam ng industry,
or otherwise. W test equipnment to standards set by
regul ators. W don't set the standards oursel ves.

G.l does not have a financial interest in
the outcone of testing other than to ensure that our
testing is accurate. W believe that accuracy is our
par anount obligation; and if we weren't accurate, not
very many people would hire us. The good news is that
of all this type of work done in the world, G.I does
about 85 percent of it.

Science is not enotional to us. W don't
rely on how sonething | ooks but rather how it
technically operates. So your staff has asked ne to
take a | ook at the rules that have been proposed, offer

sone commentary as to how that -- how it could be
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properly regulated in Texas according to the vision
that you may have for it and how it may conpare to sone
ot her types of pari-nutuel activity.

So if you | ook at pari-nutuel wagering in
general, it requires that the wagers cone from-- that
the pools cone fromwagers. There is a franmework that
I s based on horse racing so that that is -- that the
outcone of the race is determnative of the outcone of
the wagers. The structure is regulated by wagering
rules that are available to patrons. And there are
cl ear payouts and results wth an appropriate paper
trail that can be audited. And then there are a
variety of rules governing fairness to the patrons.

So if you ook at this -- your existing
regul atory structure in the context of historical
raci ng or what other jurisdictions have done, each
jurisdiction has established its own rules for
hi storical racing, the other jurisdictions that have
this, those being Arkansas, Kentucky, |daho, Wom ng.
Oregon is in the process and, of course, it's on the
bal |l ot i n Nebraska.

The way | read your rules, the Comm ssion
wi Il evaluate the technol ogy and propose term nals and
wagers and will have the benefit of a testing |lab

report in order to nake your decision as to whether to
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approve each type of term nal and each type of wager
all oned by the term nal.

Because -- not one single state has
i dentical termnals. The termnals in Wom ng are not
the sane as they are in Kentucky, nor are they the sane
in Arkansas. We've tested all of them There are no
two states that have identical termnals. Conparisons
to racing termnals used in other jurisdictions nmay not
be rel evant based on the vision that you have for the
technology that you will allow -- that may be al | owed
I n Texas.

So if you | ook at the basics of what is
going on with historical racing, it's really not nuch
of a change fromwhat you al ready have. There's a
totalisator systemw th pari-nmutuel pools. They're
seeded on the first race day and thereafter funded only
by wagers. The regul ated pools are defined in ways to
wi n and pool payout nethods. The wager outcones and
payouts are cal cul ated and accounted for by the
totalisator just as they are with [ive racing.
Self-service termnals provide an entertaining
I nteraction for wager selection and outcone of the
di spl ay.

So if you | ook at what you already allow

I n Texas, you have self-service wagering term nals
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wher e people can go up and place wagers on live races.
The relatively mnor nodification necessary for
historic racing is you have the sanme type of
self-service termnal with al nost identical
functionality. The term nal provides an entertaining
Interface to one or nore of the wagering pools. The
rul es of wagering and wagering pools are displayed to
the patron just like they are on a self-service
termnal. The patron inserts cash or a voucher and
then initiates a wager and the totalisator system
sel ects one or nore races froma historic racing
dat abase for the wager.

So rather than having the outcone of a
live race of these things, you're just selecting a
historic race, but all the other wagering operates
exactly the sane way and through the sanme totalisator
systemthat you have now.

The sel ected race has identifiable
I nformati on renoved so that it doesn't allow patrons
who are very famliar wth a |large nunber of races to
have an unfair advantage over other patrons. But other
race information is shown to the patron that allows
them to handi cap, use their handi capping skill to place
their wager. Things such as past perfornance info, et

cetera, is displayed to the patron.
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The patron nmakes sel ecti ons based on the
rul es of wagering for the wagered pool. The patron
finalizes a selection, electronically sending the wager
to the totalisator systemjust |ike when you finalize a
wager in a self-service termnal. The totalisator then
conpares the patron's selections to the actual historic
race results just as you conpare a patron's selection
of alive race to the outcone of a live race.

The wager may be eligible for winnings in
mul tiple pools according to the wagering rules.

W nni ngs are awarded paying part or all of the
appl i cabl e pool if the wager w ns.

The race results and any w nnings are
sent to the termnal. The termnal then displays the
race. And the wnnings, if any, are awarded to the
patron. These w nnings can be displayed in an
entertai ning manner as approved by the Comm ssion. So
if there's any nusic that is offensive to you, you can
ban those from being all owed by the wagering term nal.

So the point here is you're really just
taking a termnal that you have now and in order to
allow a great -- the reason this has notivated other
Raci ng Conmi ssions to do this is that by using historic
races, you can allow patrons to play -- to wager in a

pari-nmutuel fashion at a pace that they choose rather
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than one dictated by the |logistics and the
practicalities of live racing. OQherwise, it works
exactly like a self-service termnal.

It's really that sinple. [It's not
particularly conplicated technol ogy, to be honest with
you. And we have been reviewng it for any nunber of
years now, about the past four or five years.

|'d be happy to answer any questions that
you m ght have.

CHAl RVAN SCHM DT: Do we have any
guestions for M. Millally fromany of the
Comm ssi oners?

Actually I just had one. W've had all
our comrents summarized by the Racing Conm ssion; and
It was referred in one letter, possibly two, that a
vote in favor would be all ow ng Las Vegas style casino
ganbling if this were approved. How many hi storical
raci ng machines are there in Las Vegas? Do you have
any ability to know that?

MR. MJLLALLY: Historical racing
machi nes? Zero. These are not slot machines. They're
not conpetitive against slot nmachines. |f you have a
hi storic racing machine in the vicinity of a sl ot
machine, it doesn't do well. They don't play well.

In anticipation -- |'ve heard this
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guestion before and |I've heard the conpari son before
and the whole "looks |ike a duck"”. Frankly, to those
who are experienced in the industry, they don't even
really look |ike a slot machine. |If you really know
what happens with a sl ot nmachine, they don't |ook |ike
one, but it certainly is not one.

The first thing, slot machi nes produce an
out cone based on a random nunber generator from
software contained within the device. Hi storic racing
termnals do not produce an outconme. They present an
outcone of a race that was previously run as determ ned
by the totalisator systemthat utilizes the outcone of
the race to determne the result of the wagers.

So the termnal is essentially a dunb
termnal. It doesn't really have any functionality
ot her than noney handling and sone really basic
accounting features. Everything continues to be
handl ed by the totalisator systemjust like it is with
a self-service termnal. Slot nmachines, there's tons
of software contained right in the device that really
determ nes the outcone of the gane.

Secondly, slot machines pay fixed prize
anmounts based on pre-programed val ues and
probabilities. The house guarantees the award using

house noney. Thus the patron is playing against the
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house in a slot nachine, creating what we call a
house- banked gane, whereas with a historic racing
machi ne, all the machines are pari-nutuel. They're
usi ng pari-mutuel pools. The players are playing
against -- the patrons are playing against each other.
And the wagers are pari-nutuel as opposed to
house- banked.

Sl ot machines -- slot machine prizes are
based on fixed value prizes. The probability of a
given award will be the same fromgane to gane. So if
"' m playing a slot machine, the casino has priced --
put a price on that machine. There is a certain hold
percentage that the casino has mat hematically
guaranteed built into the math of that product. So
it's got a price tag on it just |ike when you go into a
store and buy it.

Hi storical racing termnals offer --
wi nni ngs differ based on the anobunt of wagers allocated
to the pool at any given tinme, so it's all based on the
pari-nutuel pools as you are well accustoned to.

And then finally, slot machi nes produce

an outcone based entirely on chance. You know, there's

not really -- in slot machines, they don't use truly
random t hi ngs because it's really hard to do and -- but
it's beyond human conprehension. 1It's random enough to
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be beyond human conprehensi on, whereas a historic
racing termnal, the outcones are based on the results
of the race and the patrons selecting the w nning
partici pants.

And then one other thing to be consi dered
Is that GLI-11 is a standard that has been adopted
by -- it's the nost wi dely adopted technical standard
for slot machines around the world. It was introduced
in 1991 and we've issued nearly a mllion
certifications to the G.1-11 standard around the
gl obe.

No historical racing termnal on the
mar ket and no historical racing termnal that would
qualify under the rules before you today woul d neet the
Gl -11 standard. W know sl ot machi nes, and these are
not sl ot machi nes.

CHAl RVAN SCHM DT: Thank you, sir.

Any ot her questions at all of
M. Millally by the Conmm ssioners?

Thank you, sir. Thank you for the

vi deo.
Devon, do you have the cards as well?
And if you don't mnd, I'mjust going to
digress just for one second. | apologize to the

Comm ssioners. Before progressing further on this
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subject, | did want to take one mnute of the

Commi ssion's tine to thank M. Trout and to thank

M. Fenner and ask them al so to thank individually each
menber of the Comm ssion that are working back at the
office for hel ping us performa very thorough,

consci entious, and transparent evaluation of this
Issue. | really would |like a personal statenent from
each of you to those folks.

Several horsenen's groups petitioned the
Comm ssion al nost a year ago, really beginning in
Sept enber and Cct ober of 2013, and they requested the
Comm ssion to consider authorizing the use of
hi storical racing termnals to allow for pari-nutuel
wagering on recorded races. | personally visited with
several horsenen and | know ot her Commi ssioners who
were al so petitioned as well. So things really began a
year ago.

The Comm ssion staff was charged to
evaluate this matter internally; and once a prelimnary
eval uation was conpleted, this matter was referred to
the pari-nutuel advisory subcommttee in January.
Mul ti pl e additional eval uations were obtained. |
beli eve the Comm ssion staff and Conmm ssion attorney
reviewed eight or nine different |egal opinions. There

were at |least two or three subcommttee public neetings
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prior to presentation of this matter to the Comnm ssion
in June. And since that time we've had two open
neetings regarding the issue of historical racing. And
as you know, we've had extensive public testinony. W
recei ved over 13,000 witten coments, each of which
are read, categorized, and provi ded back to the

Comm ssioners for review.

Regar dl ess of the outcone of whether this
matter is approved, disapproved, or tabled, |I'mjust
very appreciative and I know all the Conm ssioners are
very appreciative of the efforts of the Conm ssion
staff in responding to our nultiple, nmultiple questions
for information and for assistance in organizing these
meet i ngs.

W run a real lean ship. W don't have
extra personnel available when new matters occur. It
sinply requires people to work |ater, work harder, and
work nmore efficiently. And I just wanted to thank
you. | think this has been a very open process, a very
transparent process, and a very fair process. Please
relay that to the Comm ssion staff for ne. Ckay?
Thanks.

Ckay. Now we're going to have a brief --
Mark, do you have a tiner --

MR. FENNER: | do, sir.

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

Page 67

CHAI RVAN SCHM DT: -- so we can stay on
time?

We'll begin with M. Rob Kohler.

M. Kohler? WlIlcome, sir.

MR. KOHLER  Good nor ni ng.

CHAIRVAN SCHM DT: I'mnot sure if you
were here when we originally started. W've had an
extensi ve comment period, but we didn't want to cl ose
anyone out, so we're going to try to limt our
remar ks.

MR KOHLER G eat. Geat. Appreciate

My nane is Rob Kohler. |'mhere as a
consultant for the Christian Life Comm ssion of the
Bapti st General Convention of Texas. | wanted to
follow up with the gentleman that visited with you all
ri ght before.

You shoul dn't be under the inpression
t hat just because these historical racing nmachi nes
don't fit in that tight corner or that tight definition
of what a slot machine or what constitutes a sl ot
machine in this state that you're hone free or that the
device is hone free.

W have a long history in this state of

folks failing at the Legislature of getting the needed
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votes to anend the constitution. So what's happened is
they've come up with ways to try to introduce devices
that wll function like a slot machine but technically
won't be a slot nachine.

We've seen that regarding lottery
tickets. W've seen that regarding pull tab tickets
which are instant fornms of wagering in this state. And
| just want to nake sure that you understand that just
because there is not a random nunber generator in that
devi ce does not nean that it's not and doesn't function
i ke a sl ot machine.

In fact, I wll tell you that the
majority of the slot machines that you see truly in Las
Vegas, across the country, the idea of a random nunber
generator is really old. Wat these are are
servi ce-based wagering nmachi nes that there's not an
el ement of chance. |It's predeternm ned outcones.

So | woul d encourage you to recognize in
t hi s deci si on-maki ng process that just because it
doesn't neet that technical definition of what a sl ot
machine is, truly the slot machines that are operating
In Las Vegas right now could operate in our state with
the current existing laws. So | wanted to nake sure
you knew t hat .

There's been an AG opinion that's rul ed
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on video lottery term nals, which, you know,
technically were the representation of outcone, and
al so on instant pull tab tickets.

Yes?

MR. FENNER Two mnutes is the tine
limt.

MR, KOHLER  Ckay. Well, | just wanted
to make sure that you weren't left with the inpression
that just because it doesn't have a random numnber
generator in it that everything is hunky-dory.

CHAl RVAN SCHM DT:  Any questions of

M. Kohl er?
Thank you, sir. Thank you very nuch.
Next, M. Ken Carson, Valor Farm
MR. CARSON: Good norni ng,

Comm ssioners. | spoke at the June neeting, so |'l

make nmy conments brief.

At that neeting | described that Val or
Farm was established in the early "90's and we did
really very well for the first 15 years or so. The
| ast seven or eight years we've steadily declined in
any neasure you |l ook at, nunber of mares bred, mares
bred to stallions, clients that board mares on the
farnms, and so forth.

But | can tell you, the point 1'd like to
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make is just in this spring season, just the suggestion
of this has made the phone ring. | nean, there's a
huge underlyi ng anount of people out there that would
get back into horse racing if we had this.

Thank you very much. 1'Ill answer any
guesti ons.

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

Thank you, M. Carson.

MR. CARSON. Thank you.

CHAI RVAN SCHM DT: Jenni fer Hughes, Alvin
Stock Contractors.

Ms. Hughes? Wl cone.

M5. HUGHES: Thank you, M. Chairman and
Comm ssion. M nane is Jennifer Hughes. |'mhere for
Alvin E Stock Contractors.

Alvin E Stock Contractors is a small

busi ness in Eagle Pass, Texas. It does utility
contracting. It has about -- it was started in 1960.
It's grown to about 20 enployees. |t does a

significant anount of work for the Kickapoo Traditional
Tri be of Texas.

The conpany understands that if these
proposed rules go through that they will be devastating

to the Kickapoo tribe, thus in turn they would have a

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

Page 71

maj or inpact on this Alvin E Stock Contractors
busi ness. They have concerns that they would have to
| ay of f enpl oyees and even close its doors. Therefore,

Alvin E Stock Contractors is opposed to the proposed

rul es.

Thank you.

CHAI RVAN SCHM DT:  Thank you, ma'am

Any questions?

Thank you very nuch, na'am Appreciate
it.

Charles Wight, Argyle, Texas?

MR WRIGHT: |[|'Il pass.

CHAI RMAN SCHM DT: Do you wish to
testify?

MR. VWRI GHT: Everybody knows where |
stand. |I'mfor it. | appreciate your support and |'l

pass on testifying.

CHAI RVAN SCHM DT: Thank you, sir.

Joseph Webster of the Kickapoo
Traditional Tribe of Texas.

M. Webster? Wl cone.

MR. VWEBSTER: Thank you. And good
norning. M nane is Joe Webster. |'man attorney wth
Hobbs, Straus, Dean & Wl ker, again, on the behal f of

t he Ki ckapoo Traditional Tribe of Texas which is a
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Federal |y recogni zed Indian tribe with a reservation
near Eagl e Pass, Texas. W appreciate the opportunity
to address the Conmi ssion.

|'ve worked on gam ng issues, gan ng
technol ogy issues, for nearly 20 years for a nunber of
clients, including Indian tribes and gam ng conpani es.
Since the 1990's, the tribe has attenpted to negotiate
a conpact wwth the State of Texas to allow for slot
machi ne gam ng and sl ot machi ne broadly defined.

The response that the tribe has gotten
all these years fromthe State is that all forns of
sl ot machi ne gam ng are prohibited by the State. So
It's somewhat surprising in terns of the position being
t aken here about the authorization of so-called
hi storic raci ng machi nes.

As a practical matter, the tribe is very
concerned about the inpact that the introduction of
t hese ganes would have on the tribe's limted gam ng
operation on its reservation. Notw thstanding the
comments that were nmade by the attorney fromG.l, the
fact that a gane doesn't fit wthin their G.-11 does
not nean that it's not a slot machine or slot machine
equi valent in ternms of how the gane pl ays.

I n essence, historical racing machi nes

are video slot machines that use data that's pulled
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fromtens of thousands of previously run races to
generate outcones to drive a video slot display.

The introduction of this type of gane at
Ret ama Park woul d have a devastating inpact on the
tribe and its gamng facility since nore than half of
the patrons for the tribe conme fromthe San Antonio
area. This could force the tribe to lay off many of
Its 1100 enpl oyees, which include nearly 800 not
Indians. It would also hurt many of the small
busi nesses that are vendors to the tribe. This
I ncl udes nore than we could Iist here today, but a
few --

MR. FENNER  Two m nut es.

MR. WEBSTER: De la Garza -- might | have
anot her 30 seconds?

CHAl RMAN SCHM DT:  Yes, or 45 seconds.

MR. VWEBSTER: De |la Garza, which provides
produce to the tribe; Sarita, which provides tortillas;
and Tex-Mex AC. These are small businesses, all have
fewer than 20 enpl oyees, less than a mllion dollars a
year of business, and derive a significant portion of
their revenue fromtheir dealings wth the tribe. |If
the tribe is forced to shut down its gam ng operation
or dramatically curtail it, these businesses in sone

cases will be forced to close.
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So again, the tribe is very concerned
about this proposal. The tribe will submt witten
coments setting forth its |legal position in terns of
why these ganes exceed the authority of the
Conmmi ssi on.

Agai n, we appreciate the opportunity to
testify today and |'d be happy to answer any
guesti ons.

COW SSI ONER ABER: | have a question.
How many sl ot machi nes do you have?

MR. WEBSTER: The tri be does not have
sl ot machines. The tribe offers Cass 2 electronic
bi ngo ganes which are authorized under Federal |aw.

COWM SSI ONER ABER: How about the taxes
you pay the State of Texas?

MR. VWEBSTER: The tribe has offered over
the years to enter into a conpact that would provide
revenue sharing to the State. However, the State has
been unwilling to negotiate an agreenent wth the
tribe. So the tribe does pay the Federal Governnent,
the National |Indian Gam ng Comm ssion, an assessnent.

COW SSI ONER ABER:  So your nmain concern
IS the conpetition?

MR VEBSTER: Well, fromthe tribe's

perspective, the revenue that it generates is used to
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provide health care, |aw enforcenent, housing, all of
the progranms for its nenbers. It has over 800
nmenbers. This is the economc engine for the tribe as
well as for Maverick County, where they are a mmjor
econom c i npact down there.

CHAI RVAN SCHM DT: Thank you, sir. Thank
you very nuch.

MR. WEBSTER  Thank you very nuch.

CHAI RVAN SCHM DT: Dr. Neff from
Bander a?

MR. NEFF: M. Chairman, Conm ssioners, |
have a statenent |'d like to read. [|'mBryan Neff, a
veterinarian fromBandera. M/ |icense nunber is 85 and
|'ve been here since the days of G Rollie Wite
Downs. |'ve seen it cone and go. |'ve seen several
State veterinarians, Conm ssioners, over the years
cone.

What |'d like to say to you today is you
have the opportunity today to pass a rule that would
help level the playing field with the surrounding
states by enhancing the purse structure at these Texas
racetracks. The Texas horse industry depends heavily
on horse racing. The trickle-down effect has a huge
I npact on the breeding industry, the barrel racing,

roping, trail riding, breed registries, and various
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conponents of the agriculture industry.

The beneficial effect of this rule wll
be felt around the entire state, not at just sone snall
| ocalities as indicated before. This rule, if passed,
woul d not only -- would only add to the already |egal
pari - nut uel - based gam ng opportunity that exists at
existing racetracks. It would not expand gam ng to any
new | ocati ons.

I f you have any questions, |I'd entertain
t hem

CHAl RVAN SCHM DT:  Any questions of
Dr. Neff?

Thank you, sir. Thanks for com ng down.

Stephen -- |'msorry.

M5. BI JANSKY: Fenogli o.

CHAl RVAN SCHM DT: Fenoglio. Thank you.

|'"msorry, sir.

MR. FENOGLI O Yes. For the record, ny
nanme i s Stephen Fenoglio. Thank you. There's been
di scussion -- and | represent charitable bingo
operators across the state, over 300.

There's been sonme di scussi on about
whet her this rule would have an i npact, adverse inpact,

on bingo. W know for certain it wll. And we know

for certain it will based on what's happened in real
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life. |In El Paso, Texas, after the Tigua Indian tribe
opened up a casino with over a thousand nachi nes,
charitable bingo in El Paso dropped by over 60 percent,
t he nunber of charities in the business, the nunber

of -- the revenue they received, their enpl oyees, 60
percent in a very, very short period of tine.

M ssouri. Mssouri instituted casino
ganbling, riverboat. Bingo dropped over a period of
just a few years by over half. They're out of -- those
charities are out of business. They're never com ng
back. State revenue was down by over half. The nunber
of locations that conducted bingo, over half
reduction. The nunber of enpl oyees reduced by over
hal f .

We know if this happens in Austin, Texas,
and there is a racing location that's licensed -- and
you heard earlier another one may cone in Creednoor,
outside of Austin -- 3,000, 5,000 nachines, charities
that provide services to senior citizens, to
devel opnental | y di sabled, to veterans, they're gone.

So that's why we're opposed to it.

Thank you. [|'d be happy to answer any
guesti ons.

COW SSI ONER ABER: | would like to ask a

guestion. How do you delineate that from Sunl and Park
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that's al ways been there?

MR FENOGLIO. How do | --

COW SSI ONER ABER:

with you all all the tinme.

Sunl and Park conpetes

MR FENOGAI G  Sunl and Park?

COWM SSI ONER ABER:

MR FENOGLIO In E

casi no i n New Mexi co.

COMM SSI ONER ABER:

Yeah.
Paso? Ch, the

They can build a

bi gger facility any tine they want to.

MR. FENOGLI O  You're tal king about the

New Mexi co | ocati on.

COWM SSI ONER ABER:

Ri ght .

MR. FENOGLI O The nunbers | gave you

happened in El Paso, Texas, before Sunland Park was up

and running with their casino nachi nes, their slot

machi nes.
COW SSI ONER ABER:

Sunl and been runni ng?

How many years has

MR FENOAI GO | don't have that

i nformation. But when they got the casino machines is

when it -- a racetrack -- bingo can conpete against a

racetrack in Dallas, Austin, San Antoni o, Houston, dog

t racks.

COW SSI ONER ABER:

What |'msaying is

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

Page 79

you' ve got conpetition there and in El Paso, too. |It's
i n New Mexico. They're conpeting with you and they can
build on any tinme they want to.

MR. FENOGLIO That's true. But when you
| ook at -- the observation was made, these won't affect
charitable bingo. Au contraire. You put 3,000 of
these style machines in San Antoni o, Texas, and the
North Rotary Club of San Antonio that gets about 30 to
50 thousand a year for its rotary club mssions, that's
gone. They're not there anynore.

VI CE- CHAI RMAN EDERER:  Bi ngo generates a
| ot of inconme, doesn't it?

MR. FENOGLI O It generates about 27 and
a half mllion for the State of Texas over and above
what it costs to regulate it.

VI CE- CHAI RMAN EDERER: How much do you
make of f it?

MR. FENOGLI O  How nuch do | make?

VI CE- CHAI RVAN EDERER:  Yes, your group.

MR. FENOGLI O Texas Charity Advocates?

VI CE- CHAl RVAN EDERER:  Yes.

MR. FENOGLI O | don't have that nunber
in front of ne. Several mllion.

VI CE- CHAl RVAN EDERER:  Several m i on,

yes.
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In El Paso, when the Tiguas were there,
that was a long tine ago. The Tiguas were only there
for a short period of tinme and then they went out of
busi ness. The bingo continued to flourish. And it
flourished for -- it is still very much flourishing.

But at the same tinme, right nowto this day, there is a
huge casino sitting in Sunland Park. However, bingo is
still flourishing.

MR FENOGLIG It's not what it was
before, and the Tiguas are still operating hundreds of
sl ot style machi nes today.

VI CE- CHAl RVAN EDERER:  And you're still
fl ourishing, though.

MR. FENOGLI O  Flourishing? Half? You
consider half your -- cutting your revenue
flourishing? 1| don't.

VI CE- CHAl RVAN EDERER: The bottomline is
that you are afraid of the conpetition. |[|s that
correct?

MR. FENOGLIO We don't have a tool to
conpete with. W know for a fact there will be halls
that will be closed, just as in El Paso, just as in
M ssouri. Kingsville, Texas, when they had open
eight-liner style gam ng, the nunmber of charities that

were conducting bingo in Kingsville, Texas, and Corpus
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to the north were cut in half because the State would
not regulate the illegal cash-paying eight-1liner gane
r oons.

So are we scared of conpetition? Yes.
When the conpetition has an automatic weapon and we're
still using a bow and arrow, you bet.

VI CE- CHAI RVAN EDERER:.  Didn't you j ust
try to get yourself a new weapon and that didn't pass?

MR FENOGLIO |'msorry. Are you
tal king about in the |egislative session?

VI CE- CHAl RMBN EDERER:  Yes, the little
pul | tabs.

MR FENOGLIG | don't believe we
proposed that in the last |egislative session. W have
proposed pull tabs, yes. And M. Kohler opposed it.

VI CE- CHAI RMAN EDERER:  Thank you.

MR. FENOGLI O Thank you.

CHAI RVAN SCHM DT: Thank you, sir.

W have a little nore time. M. Boyce
from Fl ower Mound?

MR. BOYCE: Conmi ssioners, nmy nane is Tim
Boyce. I'mfrom Fl ower Mound, Texas. | amdirector of
sales for Fasig-Tipton. W conduct the Thoroughbred
auctions here in Texas and have for a nunber of years.

W' ve been in Lone Star Park with our office for --
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since '97 when | got here.

|'ve al ways thought that the sales can
mrror the racing around it. And if that's the case,
| ooking in the mrror, | can tell you it's not doing
well. Back in 2008, less than 10 years ago, we were
the best in the southwest. W had the biggest sale.
The other sales in the states around us were
coll ectively not even maybe three quarters of what we
wer e.

Now, as of |ast year, we were outhandl ed
by two other sales. And the reason being is that
Texas- breds, which used to be twice the value of a
Loui si ana-bred, |ast year fell to being half of what a
Loui siana-bred is worth, average, at the sale. The
Loui si ana- breds have gone up, of course, and
Texas-breds, unfortunately, have headed downwards. And
that's ebbing downwards with a drastic decrease in
product .

So with your supply and denmand, you woul d
expect, as the horse busi ness experienced in 2010, the
averages actually went up because there was |ess
horses. But we have | ess Texas-breds and they're still
selling for |ess.

Now, when you all nade the announcenent

and we were going to have it on the agenda in August,
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we had originally conmbined our yearling sale -- to
create a critical nass, we put it together with a m xed
sal e because we were losing critical nass to have a
viable sale. And it was well received by Lone Star and
we were going to have our sale on Cctober 13th and we
were limted to a nunber of stalls because of the race
nmeet going on at the tine. But what's happened was
when we -- when everyone thought we were going to have
the historical racing, | was overbooked. | had nore
horses than | could have stalls, which |I've never had

t hat experience before. It was a good experience.

CHAI RMAN SCHM DT: 30 nore seconds.

MR. BOYCE: But now | had 80 horses pul
out when the announcenent -- when it was taken off the
agenda. So it's that dramatic, | think, howit wl]l
affect horse racing, if it is as dramatic as it has
affected the sal es.

And | was called by one particul ar person
to let -- he wanted nme to convey this. Tom Durant, who
has been the | eading owner in Lone Star for many years,
who probably has won it nore than anyone else, he is
getting out of Texas racing. H's plans are now to get
out of Texas racing. And he wanted ne to present that
just because it had to be said.

Thank you.
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CHAl RVAN SCHM DT:  Any questions of
M. Boyce?

Sir, just -- you used to have two sal es,
correct? Are you down to one now?

MR. BOYCE: We used to have three and now
we have two. We had to conbine the m xed sale and the
yearling sale. Now, the yearling sale at one point,
and the general sale, they were two days. Now we're
one brief afternoon.

CHAI RVMAN SCHM DT: Thank you, sir. Thank
you very nmuch for com ng down here.

MR. BOYCE: Thank you.

CHAI RVAN SCHM DT:  Anat ol e Barnstone?

MR. BARNSTONE: Good afternoon,

Comm ssioners. M nane is Anatol e Barnstone. |
represent the Institute for Disability Access d/b/a
ADAPT of Texas. W're a |licensed bingo charity. 1'm
here to testify about the inpact of the proposed rul es
on bingo in general and ADAPT in particul ar.

ADAPT enpowers di sabl ed Texans to obtain
access to governnent facilities, housing, schools, and
transportation. W host bingo at Big Star Bingo in
Austin, Texas. W earn about a hundred thousand
dollars a year in bingo revenue, and that constitutes

71 percent roughly of the total revenue that ADAPT
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obtains. ADAPT testified in a recent Federal case that
| was a part of, VFWversus Texas Lottery Commi ssion,
that it could not be nearly as effective as it is today
wi t hout that bingo revenue.

The proposed rul e woul d have a
catastrophic i npact on bingo revenue. Sone recent
exanples -- and I'll refer to the chart now on page --
| believe it's eight. Bingo revenue peaked in Texas in
1991. It's stagnated or declined ever since then.

1991, as the Comm ssion may be aware, is the year the
State lottery was enacted. That's what | would refer
to as the Conm ssioner called conpetition. That's
conpetition.

Here' s what happens in the bows and
arrows versus nmachine gun situation that we tal ked
about. In other states, in Louisiana, video poker was
adopted in 1995. Pull tab revenue dropped from 200
mllion dollars to 80 mllion dollars in just a few
short years. That's a 60 percent decline. In
Washi ngton State, they authorized tribal gamng in 1998
and bi ngo net receipts declined from48 mllion to 12
mllion. And that's a 75 percent decline in revenue.

The industry has attenpted to counter
that by saying that in their research that in a

particul ar county in Kentucky, bingo revenue actually
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I ncreased one percent in that county when these instant
raci ng machi nes were adopt ed.

CHAI RMAN SCHM DT: 30 nore seconds.

MR. BARNSTONE: We just submt that the
one percent increase is not significant and the one
county is not really representative of the experience
of bingo in many other states, including in Kentucky
where bi ngo revenue has dropped.

Charities that rely on bingo cannot
afford a 60 or 70 percent decline in revenue. Many of
them nost of which are wwthin 50 mles of |licensed
racetracks, would go out of business.

In sum Comm ssioners, instant racing
devi ces, historical racing, is not the sort of thing
that the Comm ssion should be adopting in the absence
of legislative approval and, | would submt, in the
absence of a constitutional anmendnent.

Thank you for your tine.

CHAI RVAN SCHM DT:  Thank you, sir.

Any questions?

Ckay. Thank you.

MR. BARNSTONE: Thank you, sir.

CHAI RVMAN SCHM DT: Then one nore, Robert
Francis from Dal | as.

M. Francis?
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MR. FRANCIS: | have been a Thoroughbred
breeder since the '80's. Eight years ago | sold ny
farmin North Texas and have been breedi ng out of state
ever since. | think |I represent a whole bunch of
peopl e that woul d cone back and bring that business to
Texas if you pass historical racing. W hope you
will.

Thank you. Any questions?

CHAI RVAN SCHM DT: Where did you nove
your farmto, sir?

MR. FRANCI S: Pardon?

CHAl RVAN SCHM DT: Where did you nove
your farmto, sir?

MR. FRANCIS: | don't have a farm
anynore, but | breed in Kentucky.

CHAl RVAN SCHM DT:  Any ot her questions?

Thank you, sir.

kay. |1'd like to ask the pari-mnutuel
advi sory comm ttee nenbers, Vice-Chair Ederer,

Dr. Martin, and Dr. Steen, if they have anything to
add.

VI CE- CHAl RMAN EDERER: Wl |, yes. The
commttee did spend a considerable anmount of tinme. W
had a nunmber of neetings. W have reviewed, | think,

just about everything that has been submtted to us.
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W feel, as a conmttee, that we do have the authority
as a Commission to vote in favor of the rule, to pass
the rule that would allow historical racing.

We feel that as far as the footprint of
ganbling on Texas that that is -- that that woul d not
happen. The only people that will have the machi nes
are the active tracks. They wll be controlled by the
Comm ssion. W believe that the inpact on the
community will be very positive. It will not have a
negative effect. And we believe that the community
definitely does support historic ganbling.

And that is ny report.

CHAI RVAN SCHM DT: Thank you, sir.

Do you have anything to add, Dr. Martin?

COW SSI ONER MARTIN: | do. | think
everybody on the Comm ssion has done their due
diligence on this and listened to both sides of the
stories and have been as transparent as we can be.

You know, | | ook out over the audience,
and | have for the last five years on this Conmm ssion,
and not at the racetracks necessarily, but at the horse
peopl e. And you heard Ken Carson, you heard Rob
Francis, and these people, horsenen that have been in
t he horse business for 30, 40, 50 years, and want

nothing nore than to be able to be conpetitive with the
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surroundi ng st at es.

And | ooking at all of this, | think this
Is one way that we can certainly try to get a little
bit on a fairer playing ground.

CHAI RVAN SCHM DT: Thank you.

Comm ssi oner Steen, do you have anything
to add?

COMM SSI ONER STEEN: | don't have nuch
nore to add. |'Ill just say that I'ma fairly new
Comm ssioner and don't have all the background that the
others did on the conmttee, but -- so with a new
perspective | |looked at this. And we believe that we
have the authority to pass the rules and | personally

think it would be beneficial for the industry and for

the State.

CHAI RVAN SCHM DT: Thank you.

Comm ssi oner Leon, you said you had a
conment ?

M5. LEON: Yes. | have a statenent that
| worked on here that | would like to prepare -- that
' ve prepared.

As you know, Chairman, | serve on the

Comm ssion as an ex officio nmenber because of ny role
as chairman of the Public Safety Comm ssion. So |

believe that ny responsibility on this Commssion is to
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be a voice for |aw enforcenent in general and a voice
for DPS specifically.

In considering the appropriateness of
these rules, I've consulted with both |aw enforcenent
resources and |legal resources at DPS. [I'mgoing to
vot e agai nst the adoption of the proposed rules on
hi storic raci ng because we've concluded that the Racing
Comm ssion has no authority to expand ganbling in
Texas.

| know there's been a variety of |egal
opinions on this; but rather than picking anong vari ous
| egal opinions, we should allow the Attorney General an
opportunity to provide an authoritative opinion before
novi ng ahead, which | know that one Representative has
asked for.

We believe that this type of ganbling nay
be sonmething that the Legislature could favor and w ||
consider in the future, but | do not believe it is
appropriate for this Comm ssion to nove forward in the
face of nunerous | egislators asking us not to.

| understand that historic racing may
represent an economc lifeline for the racing industry
In Texas and | want you to know that the industry needs
to survive and thrive and believe in that. But as a

representative of |aw enforcenent in Texas, | cannot
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agree to an expansion of ganbling unless it is clear
that the Legislature has intended to allow that
expansi on.

Thank you.

CHAI RVAN SCHM DT: Good statenent. Thank
you, Comm ssioner Leon.

COW SSI ONER ABER:  Could | nake a
comment on that?

CHAl RMVAN SCHM DT:  Yes, sir.

COWMM SSI ONER ABER: W al ready have
ganbling in Texas. W have it at the Kickapoo in Eagle
Pass and we have it in the eight-liners everywhere.

And it's already here. And we have pari-nutuel. And I
don't think there's any question that it's |egal here

I n Texas because it's pari-nmutuel. And | think we have
the authority to do it and we shoul d.

CHAl RMAN SCHM DT:  Conmi ssi oner
O Connell, did you want to nmake a statenent now or when
we vote?

M5. O CONNELL: Well, we just take note
that the vote that is being called for today is a vote
to allow the inplenentation of historic racing, but the
Conptrol l er remai ns concerned about the threshold
guestion of the Commi ssion's authority to vote on these

rul es.
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And while we appreciate the | egal advice
that M. Fenner has given the Comm ssion, we al so
appreciate the legal briefs that have been submtted by
many, many parties that gave a |lot of detailed
argunents that show -- that support the position that
t he Comm ssion does not have the authority to proceed
on -- proceed wth nmaking these rules.

So because of that, the Conptroller wll
be abstaining on the vote to inplenment these rules
because the authority is not clear.

CHAI RVAN SCHM DT: Does anyone -- has
everyone had their say? Any other questions of
M. Fenner?

Okay. I'Il certainly entertain a notion
to adopt, not adopt, or table the proposed anendnents
and new rul es as described in Sections V-B through V-Y,
i ncl udi ng the nodifications marked on pages 192 and
194.

COWMM SSI ONER MARTIN: | nmake a notion to
approve the rules.

VI CE- CHAI RVAN EDERER:  And | second it.

CHAI RVAN SCHM DT: So there's a notion to
adopt the proposed anendnents, V-B through V-Y, from
Dr. Martin and seconded from Vice-Chair Ederer.

| s anyone opposed to voting on all the
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rules at one tine?

aroll call

In favor.

am sorry.

vot es.

adopti on.

Ckay. | think, Ms. Welch, we ought to do

on this vote. Ckay?

M5. WELCH. Al right.
Chai rman Robert Schm dt?
CHAI RMAN SCHM DT: I n favor of adoption.

MS. WELCH: Chairman Robert Schmdt? |

CHAI RMAN SCHM DT: "1l have three

MS. WELCH: Conmm ssioner Ron Ederer?
VI CE- CHAl RMAN EDERER: | 'min favor of

M5. WELCH. Conm ssioner Joria H cks?
COMM SSI ONER HI CKS: I n favor.

M5. VWELCH. Comm ssioner M chael Martin?
COWM SSI ONER MARTIN: I n favor.

M5. WELCH.  Conmi ssi oner Vicki Weinberg?
COMM SSI ONER VEI NBERG. I n favor.

M5. WELCH. Conmi ssi oner Gary Aber?
COMM SSI ONER ABER: I n favor.

M5. WELCH:. Conmi ssi oner John Steen?
COMM SSI ONER STEEN: I n favor.

M5. WELCH.  Conmi ssi oner Ann O Connel | ?
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M5. O CONNELL: Abstain.

M5. VWELCH. Commi ssioner Cynthia Leon?

MS. LEON: No.

CHAI RVAN SCHM DT:  So | think the notion
carries seven, one, and one, so the rules have now been
adopt ed.

Moving on to the next item proposal to
anend Rul e 319. 364, Testing for Androgeni c-Anabolic
St eroids.

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

MR. FENNER  Yes, sir. The proposed
change woul d renove the specific steroid threshold
| evel s fromthe rule and instead all ow the executive
director to set those |levels under the broad authority
granted to himby Rule 319.3. This change woul d
provide nore flexibility to foll ow the gui dance
provi ded by ARCI through its nodel rules and Uniform
Cl assification of Foreign Substances.

This rule was published in the Texas
Regi ster on June 27th and the rules conmttee invited
di scussion at its neeting on July 29. There were no
coments, and the commttee authorized staff to bring
the proposal to the full Conmm ssion for possible
adopti on.

CHAI RVAN SCHM DT:  Devon, any public
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comment at all?

MS. Bl JANSKY: No.

CHAI RVAN SCHM DT: Okay. This really
gives you the latitude to do what you need to do in a
changi ng environnment. |s that right, Chuck,

M. Trout?

MR. TROUT: Yes, sir.

CHAl RMAN SCHM DT: Ckay. Conm ssioner
O Connell, do you have anything to add fromthe rules
committee perspective?

M5. O CONNELL: No, | don't.

CHAI RVAN SCHM DT:  Any furt her
di scussi on?

Okay. I'Il certainly entertain a notion
to adopt the proposed anendnent to Rule 319. 364 as
publ i shed in the Texas Regi ster.

Comm ssi oner Wi nberg, a notion, seconded
by Ms. Hicks.

Al'l those in favor signify by saying
aye.

COW SSI ONERS: Aye.

CHAI RMAN SCHM DT: d osing of rule
reviews. Mark, can you discuss that we're going to
cl ose Chapters 313 and 3157

MR. FENNER  Yes, sir. The Governnent
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Code requires that each State agency review all of its
rul es at | east once every four years, and during the
review you have to assess whether the reasons for
adopting the rules continue to exist.

The Comm ssion opened the revi ew of
Chapters 313 and 315 in Cctober of 2013, and on pages
207 through 212 of the packet is the table of contents
of each chapter and the rules that have been nodified
during the review are marked.

W' ve received no comments during this
revi ew period other than those that were made during
t he anendnents to those specific rules, so we would
recommend the readoption of the remaining rules in
Chapters 313 and 315.

CHAIl RMVAN SCHM DT: Okay. |Is there any
public comment, Devon? No?

kay. Any di scussion?

"1l certainly entertain a notion to
readopt the remaining portions of Chapters 313 and
315.

s there a notion?

COW SSI ONER MARTI N: Mot on.

CHAI RVAN SCHM DT: Motion, Dr. Martin.

COW SSI ONER STEEN:  Second.

CHAI RMAN SCHM DT:  Second, Conm ssi oner
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St een.

Al those in favor signify by saying
aye.

COW SSI ONERS: Aye.

CHAI RVAN SCHM DT:  Anyone opposed?

kay. We've readopted Chapters 313 and
315.

Openi ng of rule reviews, Chapters 307 and
323. Mark, can you bring us up to date on this?

MR. FENNER  Yes, sir. This is the sane
process as what we just closed except this would be
opening up the review of Chapters 307 and 323. W | ast
conpl eted the reviews of these chapters in June of
2011, so it's time to re-exam ne those rul es.

CHAI RVAN SCHM DT: Good. We've cone ful
circle now.

MR. FENNER  That's right.

CHAl RVAN SCHM DT:  Any public coment,
Ms. Bijansky? No?

kay. Any discussion by the Comm ssion?

"1l certainly entertain a notion to
publ i sh Chapters 307 and 323 in the Texas Register for
rule review and request public coment.

A notion by Comm ssioner Steen, seconded

Dr. Martin?
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COW SSI ONER MARTI N: Yes.

CHAI RVAN SCHM DT: G eat.

Al'l those in favor signify by saying
aye.

COW SSI ONERS: Aye.

CHAI RVAN SCHM DT:  Anyone opposed?

Ckay. There is no executive session.

| think we tentatively scheduled -- at
t he request of some Comm ssioners, we're still
tentatively scheduled for the 13th of Cctober for the
next neeti ng.

MR. FENNER  The 14th, | believe.

CHAl RVAN SCHM DT: The 14th of Cctober, a
Tuesday.

M5. LEON. \Whatever that Tuesday is.

MR. FENNER. The 14th is a Tuesday.

CHAl RMVAN SCHM DT: We di d have sone
travel dates around then, so if you could just
doubl e- check your schedule. And I would al so ask you
to -- | had sone Comm ssioners ask if we could consider
havi ng a Novenber neeting as opposed to -- the neeting
the week before Christmas is a little awkward.

And so let Ms. -- Mary Welch wi |l just
send you a questionnaire. W'Il| just give you sone

dates. There's no planned or unplanned reason other
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than there's been sone thought that maybe our neeting
the week before Christmas just isn't a good tinme. So

If there's sone strong feelings about that, we can

change.

MR. FENNER. M. Chairnman, before you
conclude the neeting, | did want to ask the
Commi ssioners -- we have the order on Ms. Crowson's

case that has to be signed by each nenber; so if we can
get your signatures before we | eave today, that would
really expedite things.

CHAI RMAN SCHM DT: Ckay. So the tinme now
Is 12:24 and we're adjourned.

(Proceedi ngs concluded at 12:24 p.m)

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




A W

62

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

25

Page 100

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 4th day of Septenber, 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:  It's 10:30 on the 29th

 

         2  of August and we'll call this meeting of the Texas

 

         3  Racing Commission to order.

 

         4                Ms. Welch, will you call roll call,

 

         5  please?

 

         6                MS. WELCH:  Chairman Robert Schmidt?

 

         7                CHAIRMAN SCHMIDT:  Here.

 

         8                MS. WELCH:  Commissioner Ron Ederer?

 

         9                VICE-CHAIRMAN EDERER:  Here.

 

        10                MS. WELCH:  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:  Commissioner 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:  It looks like we have

 

        25  a quorum.
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         1                MS. WELCH:  We do.

 

         2                CHAIRMAN SCHMIDT:  Great.  Great.

 

         3                Public comment section?

 

         4                MS. BIJANSKY:  The only cards we've

 

         5  received cited No. II, Item II, and also cited the

 

         6  historical racing rules.  So I believe they all wish to

 

         7  speak on that issue.

 

         8                CHAIRMAN SCHMIDT:  Okay.  Do we have any

 

         9  elected representatives here or State legislators

 

        10  here?

 

        11                MS. BIJANSKY:  Not that I'm aware of.

 

        12                CHAIRMAN SCHMIDT:  Okay.  In order to

 

        13  minimize the impact on their day, we'd certainly take

 

        14  them at this time so they don't have to wait through

 

        15  the meeting.

 

        16                When we get to historical racing on the

 

        17  agenda, we will open the meeting to some additional

 

        18  public comments, but only for a very limited time.  As

 

        19  you may know, the Commission has already held a formal

 

        20  public comment hearing and accepted over 13,000 written

 

        21  comments and petition signatures.  If you have already

 

        22  commented, there is no need to repeat what you have

 

        23  said.  I promise you we've reviewed it and are aware of

 

        24  your position.  If you do have something new to say,

 

        25  this will be your opportunity, but I will limit each
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         1  speaker to two minutes, and I will close the comment

 

         2  time after 30 minutes.

 

         3                MR. FENNER:  Mr. Chairman?

 

         4                CHAIRMAN SCHMIDT:  Yes.

 

         5                MR. FENNER:  I also wanted to clarify

 

         6  that as we discussed, this is not a formal reopening of

 

         7  the public comment period --

 

         8                CHAIRMAN SCHMIDT:  No.

 

         9                MR. FENNER:  -- for the rules.  This is

 

        10  just if anybody has something for the education of the

 

        11  chairman and the other Commissioners, this is their

 

        12  opportunity to provide it, but we're not formally

 

        13  reopening the comment period.

 

        14                CHAIRMAN SCHMIDT:  Thank you.  Thank you

 

        15  for clearing that up.

 

        16                General business, reports by the

 

        17  executive director and staff regarding administrative

 

        18  matters, budget and update -- budget and finance

 

        19  update.  Lane Goetsch?  Lane?

 

        20                MS. GOETSCH:  Thank you, Commissioner.

 

        21                I have two items today.  I have both the

 

        22  budget update and the presentation of the LAR, the

 

        23  legislative appropriations request.  My name is Lane

 

        24  Goetsch, director of finance and administration for the

 

        25  Texas Racing Commission, here to give the budget and
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         1  finance update.

 

         2                On pages six and seven of your agenda

 

         3  packet, you will find the agency's fiscal year 2014

 

         4  operating budget reflecting revenue collections and

 

         5  expenditures through July 31st, 2014.  As of that date,

 

         6  the agency had collected 8.54 million, or 87 percent of

 

         7  revenues, and expended 7.35 million, or 79 percent of

 

         8  budgeted expenditures.  At this time the Racing

 

         9  Commission is in good operating condition.

 

        10                If the Commissioners have any questions,

 

        11  I will answer them now.

 

        12                CHAIRMAN SCHMIDT:  Any questions?

 

        13                Okay.  Please go on.

 

        14                MS. GOETSCH:  I'll present the

 

        15  legislative appropriations request, giving an overview

 

        16  of budget and full-time position needs and major policy

 

        17  changes that affect those budget and full-time position

 

        18  needs as well as rider revisions and additions and

 

        19  exceptional items.

 

        20                Budget and full-time position needs.  The

 

        21  fiscal year '15 operating budget has been prepared

 

        22  assuming the agency will regulate, staff, and support

 

        23  259 live greyhound performances, 188 live horse race

 

        24  days, and 2600 simulcast race days.  These key

 

        25  assumptions are very similar to the fiscal year 2014
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         1  actual racing and wagering opportunities offered at the

 

         2  eight operating racetracks.

 

         3                Based on these assumptions, the staff

 

         4  estimates the agency will need 51.6 full-time positions

 

         5  or FTE's, 7.73 million in appropriated budget

 

         6  authority, and 1.087 million in unappropriated budget

 

         7  authority, for a total budget of 8,817,000 for fiscal

 

         8  year 2015.

 

         9                Commission staff has performed a review

 

        10  of the agency's cash flow for 2015 based upon the

 

        11  racetrack annual license fee schedule that is found

 

        12  under Commission Rule 309.8 as well as the occupational

 

        13  license fee schedule that is found under Commission

 

        14  Rule 311.5.

 

        15                Our review indicates that 8.44 million in

 

        16  new revenue will be generated in fiscal year '15 and

 

        17  that 590,000 in cash will be carried forward from

 

        18  fiscal year '14 to fiscal year '15.  The combination of

 

        19  new revenue and cash carried forward will be adequate

 

        20  to fund the fiscal year '15 operating budget and

 

        21  provide an estimated ending cash balance of

 

        22  approximately $210,000 to carry forward to fiscal year

 

        23  '16.

 

        24                The agency's '16 and '17 legislative

 

        25  appropriations request has been prepared assuming the
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         1  agency will continue to regulate, staff, and support

 

         2  essentially the same number of performances and race

 

         3  days in each year of the biennium as in 2015.

 

         4                Based on these assumptions, it is assumed

 

         5  that for 2016 the agency will need 51.2 full-time

 

         6  positions, 7.675 million in appropriated budget

 

         7  authority, and 1.086 million in unappropriated budget

 

         8  authority, for a total budget of $8,761,000 in budget

 

         9  authority.  Similarly, for 2017 the agency will need

 

        10  51.2 full-time positions, 7.717 million in appropriated

 

        11  budget authority, and 1.086 million in unappropriated

 

        12  budget authority, for a total budget of 8,803,000 in

 

        13  budget authority.

 

        14                The 2016-17 legislative appropriation

 

        15  request, if approved, results in a biennial

 

        16  appropriated budget of 15.392 million and is in balance

 

        17  with the base reconciliation filed by the agency with

 

        18  the Legislative Budget Board.

 

        19                Major policy changes that affect the

 

        20  budget.  Starting in fiscal year 2015, the agency is

 

        21  implementing a new travel policy that will move the

 

        22  Commission's current travel caps for travel

 

        23  reimbursement expenses up to the State-approved rates

 

        24  for food, lodging, and mileage in fiscal years 2016 and

 

        25  '17.
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         1                This transition consists of a two-phase

 

         2  approach.  In fiscal year 2015, the travel cap will

 

         3  increase approximately 75 percent to account for the

 

         4  inflationary increases in the cost of meals, lodging,

 

         5  and fuel that have occurred since the last time the

 

         6  travel cap was adjusted.  In fiscal years 2016 and '17,

 

         7  the travel cap will be raised an additional 25 percent,

 

         8  with the goal being full reimbursement of travel

 

         9  expenses up to the State-approved rates.

 

        10                The additional travel cost is estimated

 

        11  to be 48,000 in fiscal year 2015 and an additional

 

        12  30,000 each in 2016 and '17 of the biennium.  The

 

        13  additional travel cost is covered by reductions in

 

        14  professional fees and services.

 

        15                Rider revisions and additions.  The

 

        16  Racing Commission has submitted one new rider at the

 

        17  request of our director of investigations for seized

 

        18  funds or assets.  The result is the agency's increased

 

        19  participation in investigations and raids conducted

 

        20  with local, State, and Federal law enforcement agencies

 

        21  in Texas on illegal racetracks.

 

        22                These operations divert customers and

 

        23  participants away from licensed tracks and make it more

 

        24  difficult for an already struggling industry.  Most

 

        25  provide unsafe racing and illegal wagering that
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         1  compromises legitimate racing operations.

 

         2                This new rider would allow the agency to

 

         3  participate in an equitable distribution of any seized

 

         4  funds or assets with the appropriate law enforcement

 

         5  agencies that conducted the investigations and raids.

 

         6  Any proceeds derived from the agency's participation in

 

         7  illegal gambling investigations would be used for

 

         8  enforcement purposes.

 

         9                MR. FENNER:  Mr. Chairman?

 

        10                CHAIRMAN SCHMIDT:  Yes.

 

        11                MR. FENNER:  I just want to clarify.

 

        12  Lane, you're going over into the LAR issues right now,

 

        13  right?

 

        14                MS. GOETSCH:  Yes, this is the LAR

 

        15  issues.

 

        16                CHAIRMAN SCHMIDT:  Yeah.  Right.  I

 

        17  figured we'd take them at one time and then we'd get to

 

        18  the next item and we'd be up to date.

 

        19                MS. GOETSCH:  Exceptional items.  We have

 

        20  submitted one exceptional item that would add

 

        21  appropriated budget authority beyond the base in the

 

        22  event the Legislature reclassifies the executive

 

        23  director exempt position from Salary Group 2 to Salary

 

        24  Group 3.

 

        25                The State Auditor's Office issued Report
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         1  No. 12-708, a report on executive compensation at State

 

         2  agencies, dated August of 2012 that recommends the

 

         3  agency reclassify the executive director position to

 

         4  Salary Group 3.  For the agency to be able to meet this

 

         5  recommendation, an additional $34,600 in appropriation

 

         6  authority will be needed in each year of the biennium.

 

         7                This concludes my overview of the Racing

 

         8  Commission's fiscal year 2015 operating budget and

 

         9  2016-17 legislative appropriations request.  At this

 

        10  time I would be glad to answer any questions.

 

        11                CHAIRMAN SCHMIDT:  Excellent

 

        12  presentation.

 

        13                Any questions on either presentation?

 

        14                Okay.  Thank you very much, Ms. Goetsch.

 

        15                Report on wagering statistics.  Carol

 

        16  Olewin?

 

        17                MS. OLEWIN:  Good morning, Mr. Chairman,

 

        18  Commissioners.  I'm Carol Olewin, pari-mutuel auditor.

 

        19                Commissioners, pages 12 through 14 of

 

        20  your agenda packet contain the wagering statistics

 

        21  report for the periods of January 1st through August

 

        22  17th for both 2013 and 2014.  The report shows that the

 

        23  2014 total wagering activity has decreased at greyhound

 

        24  tracks by 3.7 percent and increased at horse tracks by

 

        25  3.2 percent.  Statewide the handle has increased two
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         1  percent compared to the same time period last year.

 

         2                Commissioners, are there any questions

 

         3  about the wagering statistics report?

 

         4                CHAIRMAN SCHMIDT:  Any questions at all?

 

         5                Okay.  Thank you very much, Carol.

 

         6                Report on racetrack inspections.

 

         7  Mr. Blodgett?

 

         8                MR. BLODGETT:  Good morning,

 

         9  Commissioners.

 

        10                Commissioners, the racetrack inspection

 

        11  report is included in your agenda packet under the

 

        12  general business tab.  It covers a period of time of

 

        13  June 1st, 2014, through July 31st, 2014.

 

        14                During that period of time a total of 19

 

        15  racetrack inspections were reported by staff.  As

 

        16  outlined within your packets, these inspections were

 

        17  conducted within the areas of veterinarian, safety and

 

        18  security, racing, administration, and wagering at

 

        19  Retama Park, Gillespie County Fair, Gulf Greyhound

 

        20  Park, Lone Star Park, Gulf Coast Racing, and Valley

 

        21  Race Park.  A breakdown of the inspection types

 

        22  included nine scheduled inspections, six no-notice

 

        23  inspections, and four follow-up inspections.

 

        24                Commissioners, at the time of this

 

        25  report, one unsatisfactory inspection issue was
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         1  documented within your material for Gulf Greyhound Park

 

         2  related to a photo finish light.  I'm pleased to report

 

         3  as of yesterday evening's performance at Gulf, this

 

         4  issue was resolved by the racetrack management.

 

         5                There are currently no unresolved issues

 

         6  for this reporting period.

 

         7                I'll be happy to answer any questions

 

         8  that I could.

 

         9                CHAIRMAN SCHMIDT:  Any questions on

 

        10  racetrack inspections?

 

        11                Thank you, Mr. Blodgett.

 

        12                Enforcement report.  Joel Speight?

 

        13                MR. SPEIGHT:  Good morning,

 

        14  Commissioners.  Included in your information on page 16

 

        15  is the current enforcement report for the period

 

        16  covering January 1st, 2014, to July 31st, 2014.  There

 

        17  are no significant items to report at this time.

 

        18                If you have any questions, I can answer

 

        19  them now.

 

        20                CHAIRMAN SCHMIDT:  Any questions at all?

 

        21                Okay.  Thank you, Joel.  Thank you very

 

        22  much.

 

        23                Then moving on to approval of the

 

        24  Commission's legislative appropriations request for

 

        25  fiscal year 2016-2017 and operating budget for fiscal
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         1  year 2015.  Ms. Goetsch has laid this item out for us.

 

         2                Any public comment at all?

 

         3                MS. BIJANSKY:  No.

 

         4                CHAIRMAN SCHMIDT:  Any discussion at all

 

         5  about the budget?  Any concerns, questions?

 

         6                I'll certainly entertain a motion to

 

         7  approve the Commission's legislative appropriations

 

         8  requests for 2016-17 and operating budget for fiscal

 

         9  year 2015.

 

        10                COMMISSIONER HICKS:  I'll make the

 

        11  motion.

 

        12                CHAIRMAN SCHMIDT:  Motion, Commissioner

 

        13  Hicks.

 

        14                COMMISSIONER MARTIN:  Second.

 

        15                CHAIRMAN SCHMIDT:  Seconded, Dr. Martin.

 

        16                If there's no further discussion, all

 

        17  those in favor signify by saying aye.

 

        18                COMMISSIONERS:  Aye.

 

        19                CHAIRMAN SCHMIDT:  Anyone opposed?

 

        20                Okay.  That's passed.

 

        21                Proceedings on racetracks.  Allocation of

 

        22  live race dates for horse racetracks under Commission

 

        23  Rule 303.41 for the period beginning January 1, 2015,

 

        24  and ending August 31st, 2016.

 

        25                Mr. Speight, will you lay this item out
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         1  for us, please?

 

         2                MR. SPEIGHT:  Yes, sir.  Included in your

 

         3  information on pages 55 through 95 are the 2015 and

 

         4  2016 horse race date calendars, the individual horse

 

         5  racetrack requests for live race dates, coordination

 

         6  forms that state all affected breed registries and

 

         7  racetracks concur with the race date calendars and that

 

         8  the calendars accurately reflect each track's request.

 

         9  The final supporting document are the Texas Horsemen's

 

        10  Partnership, the Texas Thoroughbred Association, and

 

        11  the Texas Quarter Horse Association communication of

 

        12  their support for the requested race dates.

 

        13                Also in your information packets on a

 

        14  separate color printout are the race date calendars for

 

        15  2015 and 2016 that show the horse racetracks requested

 

        16  race dates.  So if we look at 2015, the 2015 calendar,

 

        17  it includes both requests for new dates in red-colored

 

        18  font and previously granted dates in black numbers.

 

        19                Only active operating racetracks

 

        20  submitted requests for dates in 2015.  Race days are

 

        21  totaled by month and by breed at the bottom of the

 

        22  calendar.  The 2015 calendar includes a total of 186

 

        23  live race days.  This is the same number of

 

        24  Thoroughbred and Quarter Horse race days that were in

 

        25  the 2014 calendar.
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         1                There are some minor adjustments in the

 

         2  race date requests.  One would be Lone Star Park will

 

         3  run every Sunday and eliminate all but four Thursdays

 

         4  to take advantage of more revenue, handle, and

 

         5  attendance on Sundays.  Sam Houston 2015 requested race

 

         6  dates show an additional week between the Thoroughbred

 

         7  and Quarter Horse meets.  This additional time is

 

         8  welcomed by the horsemen.

 

         9                Looking now at the 2016 calendar, no race

 

        10  dates for 2016 have been previously granted.

 

        11  Therefore, the 2016 calendar shows only requests for

 

        12  new dates.  The calendar also shows new dates requested

 

        13  by two racetracks, Laredo Downs and Valle de los

 

        14  Tesoros, that are not operating and have no

 

        15  facilities.  However, staff has not included the actual

 

        16  request in the packets and is recommending at this time

 

        17  the Commission only consider the request from active

 

        18  operating racetracks.  Those requests have support of

 

        19  the horsemen and the breed organizations.

 

        20                Staff recommends approval of the requests

 

        21  for the 2015 and 2016 race dates made by Lone Star

 

        22  Park, Sam Houston Race Park, Retama Park, and Gillespie

 

        23  County Fair.  Staff recommends tabling the requests for

 

        24  Laredo Downs and Valle de los Tesoros until the next

 

        25  Commission meeting.
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         1                CHAIRMAN SCHMIDT:  Thank you, Joel.

 

         2                Do we have anyone from the racetracks who

 

         3  would like to speak?  I think Steve Ross -- Mr. Ross

 

         4  from Retama?

 

         5                MR. ROSS:  I'm just really here to --

 

         6                CHAIRMAN SCHMIDT:  To answer questions?

 

         7                MR. ROSS:  I think he laid it out as good

 

         8  as I've ever heard it laid out.  We are applying for

 

         9  very similar dates, Thoroughbred dates, similar to what

 

        10  we're doing this year starting the Friday after Labor

 

        11  Day, going through the last Saturday in November.  And

 

        12  then our 2016 Quarter Horse dates are very similar to

 

        13  what we've done in the past of the Friday prior to the

 

        14  Belmont Stakes and then for 10 weeks until the first --

 

        15  or in that case it will be the second Saturday, I

 

        16  think, in August, a very similar schedule.

 

        17                So I'm happy to answer any questions.

 

        18                CHAIRMAN SCHMIDT:  Any questions of

 

        19  Mr. Ross?

 

        20                Okay.  Any further discussion by the

 

        21  Commission?

 

        22                I'll certainly entertain a motion to

 

        23  approve the race dates as requested by the currently

 

        24  racing tracks, the live tracks, Lone Star Park, Retama

 

        25  Park, Sam Houston Race Park, and Gillespie County Fair,
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         1  as shown on the calendars of pages 56 and 57 of our

 

         2  packet.

 

         3                Is there a motion?

 

         4                COMMISSIONER MARTIN:  I make a motion.

 

         5                CHAIRMAN SCHMIDT:  Motion, Dr. Martin.

 

         6                VICE-CHAIRMAN EDERER:  I'll second.

 

         7                CHAIRMAN SCHMIDT:  Second, Vice-Chair

 

         8  Ederer.

 

         9                Any further discussion?

 

        10                All those in favor signify by saying

 

        11  aye.

 

        12                COMMISSIONERS:  Aye.

 

        13                CHAIRMAN SCHMIDT:  Anyone opposed?

 

        14                Okay.  And do we need a motion to table

 

        15  or do we just not act on it?

 

        16                MR. FENNER:  The remaining --

 

        17                CHAIRMAN SCHMIDT:  Dates.

 

        18                MR. FENNER:  Sure, we can -- that's a

 

        19  good idea, sir, a motion to table the remaining

 

        20  application requests for race dates that haven't been

 

        21  acted on by you.

 

        22                CHAIRMAN SCHMIDT:  Okay.  I'll certainly

 

        23  entertain a motion to table the remaining requests for

 

        24  race dates that have not been approved.

 

        25                VICE-CHAIRMAN EDERER:  I'll make the

 

 

 

 

�                                                               19

 

 

 

 

         1  motion to table.

 

         2                COMMISSIONER HICKS:  Second.

 

         3                CHAIRMAN SCHMIDT:  A motion by Vice-Chair

 

         4  Ederer, seconded by Commissioner Hicks.

 

         5                All those in favor signify by saying

 

         6  aye.

 

         7                COMMISSIONERS:  Aye.

 

         8                CHAIRMAN SCHMIDT:  Anyone opposed?

 

         9                Okay.  Those also passed.

 

        10                Allocation of race dates for greyhound

 

        11  racetracks under Commission Rule 303.41 for the period

 

        12  beginning January 1st, 2015, and ending August 31st,

 

        13  2016.

 

        14                Mr. Speight, can you lay that out for us

 

        15  as well?

 

        16                MR. SPEIGHT:  Sure can, sir.

 

        17                Included in your information on pages 96

 

        18  through 103 is the 2015 greyhound race date calendar,

 

        19  Gulf Greyhound Park's request for live race dates, and

 

        20  coordination forms stating Gulf Coast Racing

 

        21  Association supports the race date calendar and that

 

        22  the calendars accurately reflect Gulf Greyhound Park's

 

        23  requested race dates.

 

        24                On a separately included color printout

 

        25  is the race date calendar for 2015 that shows Gulf
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         1  Greyhound Park's requested race dates.  It also

 

         2  includes one race date for Valley Race Park previously

 

         3  granted.  Race days are totaled by month for both

 

         4  matinee and evening performances at the bottom of the

 

         5  calendar.  The 2015 calendar reflects a total of 255

 

         6  performances requested.

 

         7                Staff recommends approval of the request

 

         8  for 2015 race dates made by Gulf Greyhound Park.

 

         9                CHAIRMAN SCHMIDT:  Is there any public

 

        10  comment?

 

        11                Any comment by the Commission?

 

        12                Okay.  I'll certainly entertain a motion

 

        13  to approve the race dates as requested by Gulf

 

        14  Greyhound Park and as shown on the calendar in our

 

        15  packet page 97.

 

        16                COMMISSIONER HICKS:  I make the motion.

 

        17                CHAIRMAN SCHMIDT:  A motion by

 

        18  Commissioner Hicks.

 

        19                COMMISSIONER WEINBERG:  I'll second.

 

        20                CHAIRMAN SCHMIDT:  Seconded by

 

        21  Commissioner Weinberg.

 

        22                All those in favor signify by saying

 

        23  aye.

 

        24                COMMISSIONERS:  Aye.

 

        25                CHAIRMAN SCHMIDT:  Anyone opposed?
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         1                That's also approved.

 

         2                Item C, request by Saddle Brook Park --

 

         3                MR. FENNER:  Mr. Chairman?

 

         4                CHAIRMAN SCHMIDT:  Yes.

 

         5                MR. FENNER:  To be consistent, Gulf Coast

 

         6  Racing did have some requests for race dates in 2016.

 

         7  Isn't that correct, Joel?

 

         8                Do you want to table those?

 

         9                CHAIRMAN SCHMIDT:  Sure.  I missed that.

 

        10  I apologize.  Yeah.

 

        11                MR. SPEIGHT:  Not for 2016, no, there

 

        12  weren't.

 

        13                MR. FENNER:  Can I get clarification from

 

        14  Mr. Moltz?

 

        15                MR. MOLTZ:  I'm sorry, Mark.  I couldn't

 

        16  hear you.

 

        17                MR. FENNER:  Do you have a pending race

 

        18  date request for Gulf Coast Racing?

 

        19                MR. MOLTZ:  Yes, for August of 2016.  It

 

        20  did not make it into the agenda package.

 

        21                MR. FENNER:  We would like to table that

 

        22  as well.

 

        23                CHAIRMAN SCHMIDT:  Okay.  Is there a

 

        24  motion to --

 

        25                COMMISSIONER MARTIN:  I make a motion to
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         1  table it.

 

         2                COMMISSIONER STEEN:  Second.

 

         3                CHAIRMAN SCHMIDT:  Seconded by

 

         4  Commissioner Steen.

 

         5                All those in favor signify by saying

 

         6  aye.

 

         7                COMMISSIONERS:  Aye.

 

         8                CHAIRMAN SCHMIDT:  Anyone opposed?

 

         9                Okay.  Moving forward, Item C, request by

 

        10  Saddle Brook Park to designate an application period --

 

        11  an application period for the race dates under Rule

 

        12  303.41.

 

        13                Mark, can you lay that item out?

 

        14                MR. FENNER:  Yes, sir.

 

        15                Mr. Newby, on behalf of Saddle Brook

 

        16  Park, has requested that the Commission designate an

 

        17  application period for which it will accept race dates

 

        18  during the fourth quarter of calendar year 2016.  This

 

        19  was authorized under Commission Rule 303.41.  If you

 

        20  approve the request to open an application period, then

 

        21  we will notify all the racetracks of it and they will

 

        22  have at least 30 days in which to apply for race dates

 

        23  during that period.

 

        24                CHAIRMAN SCHMIDT:  Thank you, Mark.

 

        25                Mr. Johnsen would like to speak.
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         1                Corey, are you available?  Welcome back

 

         2  to Texas.

 

         3                MR. JOHNSEN:  Thank you.  Mr. Chairman,

 

         4  members of the Commission, I'm Corey Johnsen.  I'm a

 

         5  part owner of Saddle Brook Park and I'm here on behalf

 

         6  of that organization.

 

         7                As Mark said, we would request that the

 

         8  Commission open up an application period for race dates

 

         9  for October to December 2016 and I'm here to answer any

 

        10  questions you might have on that.

 

        11                CHAIRMAN SCHMIDT:  Anyone have any

 

        12  questions from the Commission?

 

        13                Okay.  Thank you, Corey.  Thank you very

 

        14  much.

 

        15                Any additional public comment we do not

 

        16  have.

 

        17                Again, I would emphasize, this is not a

 

        18  race date.  This is an application period.  So I'd

 

        19  certainly entertain a motion to approve Saddle Brook

 

        20  Park's request to open an application period for live

 

        21  race dates in October through December of 2016.

 

        22                COMMISSIONER ABER:  I make that motion.

 

        23                CHAIRMAN SCHMIDT:  A motion per

 

        24  Dr. Aber.

 

        25                COMMISSIONER MARTIN:  Second.
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         1                CHAIRMAN SCHMIDT:  Seconded by

 

         2  Dr. Martin.

 

         3                All those in favor signify by saying

 

         4  aye.

 

         5                COMMISSIONERS:  Aye.

 

         6                CHAIRMAN SCHMIDT:  Anyone opposed?

 

         7                Okay.  That item is also approved.

 

         8                Moving on to Item D, review and renewal

 

         9  of inactive racetrack licenses under Commission Rule

 

        10  309.52.  We'll deal with Laredo Downs, Laredo Race

 

        11  Park, Longhorn Downs, and Manor Downs.

 

        12                Mr. Fenner, can you lay this item out for

 

        13  us, please?

 

        14                MR. FENNER:  Yes, sir.

 

        15                The most recent sunset bill affecting the

 

        16  Texas Racing Act amended the act to require the

 

        17  Commission to review inactive racetrack licenses each

 

        18  year and to either designate the license as active, to

 

        19  renew it as inactive, or to refuse to renew it, which

 

        20  would require a referral to the State Office of

 

        21  Administrative Hearings.

 

        22                In conducting its review, the Commission

 

        23  needs to consider the license holder's financial

 

        24  stability, its ability to conduct live racing, its

 

        25  ability to construct and maintain a racetrack facility,
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         1  and other good faith efforts to conduct live racing,

 

         2  plus other necessary factors considered in the original

 

         3  issuance of the license.  And we have in our rule

 

         4  established factors to be considered in determining

 

         5  whether or not good faith efforts have been

 

         6  demonstrated and, in fact, the application form for

 

         7  renewal follows the rule in setting out what those

 

         8  factors and criteria are.

 

         9                So at this point I would -- I'm available

 

        10  to answer any questions, but it's up to the license

 

        11  holders to come up and explain their application.

 

        12                CHAIRMAN SCHMIDT:  Okay.  Thank you.

 

        13                Any questions of Mr. Fenner?

 

        14                Let's move forward first with Mr. Moltz

 

        15  for Laredo Downs.

 

        16                MR. MOLTZ:  Good morning, Commissioners,

 

        17  Chairman.

 

        18                First I would like to basically say that

 

        19  we did file an application for renewal.  It goes into

 

        20  some detail.  And we stand by that application and I

 

        21  won't repeat everything in there.  We believe it meets

 

        22  the criteria for renewal and request that it be

 

        23  renewed.  But I would like to take this opportunity to

 

        24  go a little further than that.

 

        25                I came before you all a few meetings
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         1  back, two or three meetings back, basically informing

 

         2  the Commission that Laredo Downs, along with other

 

         3  tracks with a relationship in the ownership, were going

 

         4  to be coming before you all with plans to move forward

 

         5  with various activities which ultimately would include

 

         6  live racing.

 

         7                Later that same meeting, Mr. Chairman,

 

         8  the chairman appointed an advisory committee on

 

         9  pari-mutuel wagering.  And then that started -- those

 

        10  meetings were occurring and it became obvious that the

 

        11  landscape may change a little bit depending on if and

 

        12  when rulemaking occurred.  And so those plans were -- I

 

        13  won't say put on hold, but they were kind of set aside

 

        14  for their scope.

 

        15                The plans never did -- never were

 

        16  contingent on any rulemaking or any changes.  Let me

 

        17  make that clear.  But what happens later in this

 

        18  meeting, I suspect, will have an impact on, let me say,

 

        19  the scope and the timing and things like that of these

 

        20  plans.

 

        21                So I'm kind of back here saying what I

 

        22  told you last time, or a few meetings ago, but under

 

        23  perhaps different circumstances, that we do have plans

 

        24  for Laredo Downs to move forward.  It will include

 

        25  another track, probably in McAllen, as far as part of
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         1  an overall plan to -- our tracks, my clients, believe

 

         2  they have come up with a way to make these things

 

         3  profitable and that was with or without this

 

         4  rulemaking.  But that would certainly enhance it and

 

         5  change some of the designs and things like that.

 

         6                So that's where that is, that whichever

 

         7  way the rulemaking goes, we will be back.  How the

 

         8  rulemaking goes will depend on the scope and what that

 

         9  exactly looks like.  So that is our plan going

 

        10  forward.  We would have been here previously except

 

        11  it's hard to design facilities when you don't know

 

        12  exactly what's going in those facilities, so it was

 

        13  kind of put on hold.

 

        14                I'd be welcome to answer any questions --

 

        15  or happy to answer any questions that anyone may have.

 

        16                CHAIRMAN SCHMIDT:  Any questions of

 

        17  Mr. Moltz?

 

        18                MS. O'CONNELL:  I have a question.

 

        19                CHAIRMAN SCHMIDT:  Go ahead.

 

        20                MR. MOLTZ:  Yes, ma'am.

 

        21                MS. O'CONNELL:  Do you have a property

 

        22  interest or a leasehold on your license location?

 

        23                MR. MOLTZ:  There is a -- there's no

 

        24  ownership or leasehold in Webb County, no, ma'am, which

 

        25  is Laredo.
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         1                MS. O'CONNELL:  I have a question then

 

         2  for the general counsel.  And that is, I'm under the

 

         3  impression that a racing license holder has to keep a

 

         4  property interest on the license location, that the

 

         5  licenses are location specific.  And I do have some

 

         6  concerns that that requirement has lapsed for this

 

         7  license holder.  And I want to make sure that we are

 

         8  applying the rules to all of the license holders fairly

 

         9  and consistently.  I assume the other license

 

        10  holders -- I've not seen any evidence that they have an

 

        11  issue with this and I'm sure that's costing them.  It's

 

        12  a cost of their business to maintain that requirement.

 

        13                So I just want to ask, what status does

 

        14  that put the license in?  Does the license fail by not

 

        15  upholding that requirement?  Is that a requirement that

 

        16  is curable?  If the license holder comes to us later

 

        17  and wants to move the location, are we even able to do

 

        18  that if there is no location to move?  I just have a

 

        19  lot of questions about that.

 

        20                MR. FENNER:  Yes, Commissioner.  Licenses

 

        21  are indeed location specific, and the failure of a

 

        22  license holder to maintain its location has caused a

 

        23  great deal of problems in the past for this agency.

 

        24  And you may remember that Longhorn Downs for several

 

        25  years had no location and trying to find a new location
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         1  took a long time and it was a very big problem for us.

 

         2                In this case, the rule regarding renewal

 

         3  of an inactive license specifically identifies that the

 

         4  failure of an inactive racetrack holder -- license

 

         5  holder to comply with -- no, to maintain the ownership

 

         6  or leasehold interest in the real property of the

 

         7  designated location is a factor that demonstrates that

 

         8  renewal may not be in the best interest of the public

 

         9  or the racing industry.

 

        10                So if you were to elect to refer this to

 

        11  SOAH for nonrenewal hearings, then this would be

 

        12  something that we would point to very clearly as

 

        13  demonstrating that renewal is not in the best interest

 

        14  of the public.

 

        15                But there's no single factor that

 

        16  requires you to not renew the license.  It's really at

 

        17  the election of the Commission whether you want to take

 

        18  that action or not.

 

        19                MS. O'CONNELL:  So in the Longhorn Downs

 

        20  example from the past years, was that licensee allowed

 

        21  to -- I guess they moved their location.  They did not

 

        22  cure it?  Or how did that play out?

 

        23                MR. FENNER:  They ultimately moved their

 

        24  location to Creedmoor, which is just southeast of

 

        25  Austin.
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         1                MS. O'CONNELL:  But prior to that they

 

         2  didn't cure it in order to meet the -- to move it?

 

         3                MR. FENNER:  They made a couple of failed

 

         4  attempts to move it before.  Once they tried to move it

 

         5  to Pflugerville and that was rejected, or failed

 

         6  anyway.  And then on another attempt to try to sell it

 

         7  and move it to -- I believe it was Lancaster, just

 

         8  south of Dallas, and that was a failed effort as well.

 

         9                MS. O'CONNELL:  Are you all able to cure

 

        10  that, to get another leasehold to get it into

 

        11  compliance?

 

        12                MR. MOLTZ:  Well, let me tell you two

 

        13  things.  First, there is a site that Laredo Downs has

 

        14  an option on in Tarrant County.  There is a site and

 

        15  they have -- as far as business advantage, they have

 

        16  obtained an option.  But it is not in Webb County.

 

        17                Now, with respect to could they come up

 

        18  with a site in Webb County, I'm sure they could.  In

 

        19  fact, one of the primary principals in Laredo Downs

 

        20  informed me yesterday that he owns 12,000 acres about a

 

        21  mile down the road which is basically identical

 

        22  property.  If you want 200 acres that looks just like

 

        23  what the site was, you know, a mile down the road, we

 

        24  can put it there.

 

        25                But the bottom line is that that really
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         1  doesn't make any sense because with the status of the

 

         2  horse racing industry, the optimism with regard to two

 

         3  racetracks in Laredo has sort of waned and that the

 

         4  decision was made to not have two racetracks in Webb

 

         5  County.  Laredo Race Park is also there, or at least

 

         6  the license is there.  So one would have to move.

 

         7                And Laredo Downs is looking at doing

 

         8  that, has a site, and where we are now is finalizing

 

         9  the plans for that application and the designs and

 

        10  things like that.  So we do have a site.  It's just not

 

        11  the original site.  And it's actually not in the same

 

        12  county.

 

        13                MS. O'CONNELL:  And I did see that in

 

        14  your application.  It just puts us in a bind because

 

        15  that's not, you know, something that is listed anywhere

 

        16  as a substitute or an alternative.  So it puts us in a

 

        17  little bit of a bad position to allow you to -- to not

 

        18  require you to meet the requirements that all of the

 

        19  other racetrack holders are meeting.  I mean, I

 

        20  realize -- I hear what you're saying, but it does

 

        21  create a -- put us in a little bit of a bind.

 

        22                MR. MOLTZ:  Hopefully, in the relatively

 

        23  near future, this issue will go away when we move

 

        24  forward with the proposal to remedy the situation.

 

        25                MR. FENNER:  May I ask a question?
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         1                Mr. Moltz, is the original site still

 

         2  available?

 

         3                MR. MOLTZ:  I don't know the answer to

 

         4  that, Mr. Fenner.  I don't know.

 

         5                CHAIRMAN SCHMIDT:  I think it is also, I

 

         6  think, understood by the Commission, Mr. Moltz, that

 

         7  were we to vote to renew your inactive license, we're

 

         8  doing so under the assumption that it's in Laredo and

 

         9  we're making no promises, implied or unimplied or in

 

        10  any way, that a site in Tarrant or Parker would be

 

        11  approved.

 

        12                MR. MOLTZ:  I understand.

 

        13                CHAIRMAN SCHMIDT:  Any further questions

 

        14  of Mr. Moltz?

 

        15                Okay.  Ms. Young for Laredo Race Downs?

 

        16                Thank you, Mr. Moltz.

 

        17                MS. YOUNG:  Good morning, Commissioners.

 

        18  My name is Andrea Young.  I'm here in my capacity as

 

        19  the president of Laredo Race Park this morning to

 

        20  request that you approve our application for renewal of

 

        21  our license in Laredo.

 

        22                Our letter that we submitted in the

 

        23  packet is fairly detailed.  Hopefully you've had a

 

        24  chance to review it.  There are a number of criteria

 

        25  just like you guys were now considering with the
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         1  previous stakeholder.  We believe we clearly meet this

 

         2  criteria.

 

         3                In addition to our license in Laredo, we

 

         4  also operate Sam Houston Race Park in Houston and

 

         5  Valley Race Park in Harlingen.  I think through our

 

         6  operations there over the last number of years, we

 

         7  clearly demonstrate that we meet the financial

 

         8  stability requirements, the ability to conduct live

 

         9  racing, and the ability to construct and maintain a

 

        10  racing facility once we believe the economic outlook

 

        11  improves.

 

        12                Also outlined are other good faith

 

        13  efforts that we have taken in our letter.  We have

 

        14  pursued regulatory changes to improve the economics

 

        15  overall in racing.  We'll continue to do that for the

 

        16  indefinite future.  We continue to maintain rights to a

 

        17  piece of land on Mines Road in Webb County, along with

 

        18  appropriate zoning, and have made timely payments as

 

        19  requested by the Racing Commission.

 

        20                I'm happy to answer any questions you

 

        21  might have.

 

        22                CHAIRMAN SCHMIDT:  Any questions of

 

        23  Mrs. Young?

 

        24                Okay.  Thank you, Andrea.  Thank you very

 

        25  much.
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         1                MS. YOUNG:  Thank you.

 

         2                CHAIRMAN SCHMIDT:  Item D-3, Longhorn

 

         3  Downs, we'll have two separate speakers.

 

         4                Mr. Brown, if you'll speak to us on

 

         5  behalf of KTAGS Holding Company, please.

 

         6                MR. BROWN:  Good morning, Mr. Chairman

 

         7  and Commissioners.  Bryan Brown representing KTAGS

 

         8  Downs Holding Company, LLC.

 

         9                We have outlined in our application for

 

        10  renewal our satisfaction of the rule criteria.  A

 

        11  couple of highlights I'd like to point out in the

 

        12  application.  We closed quite some time ago on a

 

        13  148-acre tract in Creedmoor.  We paid cash for that

 

        14  tract and have maintained that ownership consistently

 

        15  since.

 

        16                In addition to that, we've maintained a

 

        17  close relationship with Robert Wilhite, the mayor, and

 

        18  appear to have very good support in the community,

 

        19  which I think was pointed out earlier, sometimes that

 

        20  support hasn't been there for us in this area.

 

        21                In addition to that, we continue to have

 

        22  the full support financially of Cliff Thomas.  He has

 

        23  demonstrated to the Commission, by providing

 

        24  information on his financial capability, more than

 

        25  enough funding available for the project once we get
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         1  going.

 

         2                It's well-known we've been hamstrung by

 

         3  court action both in Dallas and in Houston.  It's

 

         4  outlined in great detail in the application.  One thing

 

         5  to update the Court -- excuse me, the Commission, the

 

         6  Court, the Supreme Court, has requested briefs in

 

         7  relation to our Houston case.  That came out on

 

         8  Saturday.  And those briefs would deal with releasing

 

         9  the stock of Longhorn Downs out of the Court registry.

 

        10                So more detail than you'd ever want in

 

        11  the application, but I'd be happy to answer any

 

        12  questions you may have.

 

        13                CHAIRMAN SCHMIDT:  Any questions of

 

        14  Mr. Brown?

 

        15                Okay.  A complex situation.  Thank you,

 

        16  sir.

 

        17                MR. BROWN:  I would say so.  Thank you

 

        18  very much.

 

        19                CHAIRMAN SCHMIDT:  Mr. Carr, Dallas City

 

        20  Limits?  Welcome back.

 

        21                MR. CARR:  Mr. Chairman, Commissioners,

 

        22  my name is Snapper Carr.  I'm an attorney representing

 

        23  Dallas City Limits.

 

        24                You all are well aware of the history and

 

        25  the litigation that has occurred with regards to this
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         1  particular license.  This is one of probably a few

 

         2  times we get to come before you and say that we're in

 

         3  agreement with Mr. Brown's statement of we would

 

         4  support renewal of this license.  Both parties that are

 

         5  in litigation, I think it's clearly evident, have the

 

         6  financial wherewithal and the resources to move forward

 

         7  on a track and then move towards live racing once we

 

         8  get title cleared up.

 

         9                One -- only one note I would make to

 

        10  Mr. Brown's comments is that, yes, the Supreme Court

 

        11  has asked for briefing, although they have not accepted

 

        12  the case.  That's a preliminary step, of course.  At

 

        13  this juncture Dallas City Limits has proceeded to win

 

        14  at every turn and at the appellate level.  And we look

 

        15  forward to having this cleared so that we can move

 

        16  forward.

 

        17                CHAIRMAN SCHMIDT:  Any questions of

 

        18  Mr. Carr?

 

        19                Okay.  Thank you, sir.

 

        20                And then Manor Downs.  Is Howard -- is

 

        21  anyone here to speak for Manor Downs?

 

        22                Howard, welcome.

 

        23                MR. PHILLIPS:  Thank you.  Mr. Chairman,

 

        24  Commissioners, I'm glad to report I received a new left

 

        25  knee and I'm assured it's going to be okay eventually.
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         1                As you know, we have a facility and an

 

         2  existing racetrack and we have continued to spend the

 

         3  funds and take the necessary actions to keep that track

 

         4  in what I consider a next-to-ready condition.  Our

 

         5  audited financial statements which are on file with the

 

         6  Commission and available to the public will show that

 

         7  we expended over $500,000 last calendar year in doing

 

         8  this and we continue to do so now.  So we'd request

 

         9  that we be given an inactive license renewal.

 

        10                I'd be glad to answer any questions.

 

        11                CHAIRMAN SCHMIDT:  Any questions from the

 

        12  Commissioners?

 

        13                Thank you for coming up here, sir.

 

        14  Appreciate it.

 

        15                MR. PHILLIPS:  Thank you.

 

        16                CHAIRMAN SCHMIDT:  Any other public

 

        17  comment?

 

        18                Okay.  Any comments from the

 

        19  Commissioners?

 

        20                VICE-CHAIRMAN EDERER:  I have a

 

        21  question.  As far as Laredo Downs is concerned, can it

 

        22  be tabled?  It doesn't have to be taken up at this

 

        23  time, is what I'm saying, and table it until the next

 

        24  meeting until they can clarify their land position.

 

        25                MR. FENNER:  Yes, sir, you can do that.
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         1  There's no requirement that you act on it at this

 

         2  meeting.

 

         3                VICE-CHAIRMAN EDERER:  Thank you.

 

         4                CHAIRMAN SCHMIDT:  Any other questions or

 

         5  comments?

 

         6                Any motion to be made?

 

         7                COMMISSIONER ABER:  I would make a motion

 

         8  to table it, to table to the next meeting.

 

         9                VICE-CHAIRMAN EDERER:  Laredo Downs?

 

        10                COMMISSIONER ABER:  Laredo Downs.

 

        11                CHAIRMAN SCHMIDT:  And go forward with

 

        12  the other three?

 

        13                COMMISSIONER ABER:  Yeah, go forward with

 

        14  the other three.

 

        15                MS. O'CONNELL:  Is the purpose of tabling

 

        16  to clarify the land at the license location or

 

        17  elsewhere?

 

        18                VICE-CHAIRMAN EDERER:  So that they will

 

        19  meet the criteria for the application in response to

 

        20  your questions.

 

        21                MS. O'CONNELL:  Okay.

 

        22                VICE-CHAIRMAN EDERER:  And in response to

 

        23  your questions.

 

        24                CHAIRMAN SCHMIDT:  So just so I

 

        25  understand, the motion has been made by Commissioner --
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         1  Dr. Aber and seconded by Vice-Chair Ederer to table the

 

         2  application for Laredo Downs, but is it to approve the

 

         3  other three?

 

         4                VICE-CHAIRMAN EDERER:  Yes.

 

         5                CHAIRMAN SCHMIDT:  Okay.  To approve

 

         6  Laredo Race Park, Longhorn Downs, and Manor Downs.

 

         7                There's been a motion that's been made

 

         8  and seconded.

 

         9                Any further discussion?

 

        10                All those in favor signify by saying

 

        11  aye.

 

        12                COMMISSIONERS:  Aye.

 

        13                CHAIRMAN SCHMIDT:  Anyone opposed?

 

        14                Okay.  I would -- just a comment from the

 

        15  Chair.  I think the period has been one of great flux

 

        16  for these inactive tracks; and were the landscape to

 

        17  change, I think the Commission is going to look at

 

        18  these inactive licenses in a much more rigorous way at

 

        19  the time of the next renewal period, just as a way of

 

        20  comment.

 

        21                Okay.  Item E, ownership and management

 

        22  review of Gulf Coast Racing's active racetrack license

 

        23  under Commission Rule 309.53.

 

        24                Mr. Fenner, can you lay this item out for

 

        25  us, please, sir?
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         1                MR. FENNER:  Yes, sir.

 

         2                The 6.06 Subsection (k) of the Racing Act

 

         3  requires the Commission to review the ownership and

 

         4  management of active racetrack licenses every five

 

         5  years.  And when it passed Rule 309.53, it also set the

 

         6  schedule for when those renewal reviews -- or ownership

 

         7  and management reviews would take place.  The license

 

         8  of Gulf Coast Racing is subject to review this year.

 

         9                Now, as part of that process, staff does

 

        10  a review of the management, concession, and tote

 

        11  contracts.  We review the security plan.  We review the

 

        12  backgrounds also of everybody owning five percent or

 

        13  more as well as the officers and directors of the

 

        14  racetrack.

 

        15                We have done that and we have prepared a

 

        16  report to you that begins on page 134 of your packet

 

        17  that describes our findings.

 

        18                In summary, the ownership and management,

 

        19  these people are qualified and none of them have

 

        20  anything in their background that would disqualify them

 

        21  from owning the license or serving on the board.  We

 

        22  reviewed the security plan and it is satisfactory.  The

 

        23  tote contract and management contract are the same as

 

        24  were approved by the Commission previously.  We've

 

        25  provided you copies of the financial documents provided
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         1  by the racetrack.

 

         2                And we've also reviewed the results of

 

         3  various investigations and inspections.  We've found

 

         4  only three minor technical violations of the

 

         5  Commission's rules in the past five years and those

 

         6  were all resolved in a timely fashion.  There's no

 

         7  pending investigations or administrative penalties

 

         8  involving Gulf Coast Racing.

 

         9                So at the conclusion of a review, you can

 

        10  take any action that's authorized under the act; and if

 

        11  you don't have anything that you want to do, then the

 

        12  other thing to do is just schedule the next review.

 

        13  Since it's every five years, the next review would be

 

        14  scheduled for 2019.

 

        15                CHAIRMAN SCHMIDT:  Thank you.

 

        16                Any questions of Mr. Fenner?

 

        17                Okay.  Thank you for that update, sir.

 

        18                Any public comment?

 

        19                Mr. Moltz is available to testify if

 

        20  needed.

 

        21                Any discussion by the Commissioners?

 

        22                Okay.  If there is none, I'll certainly

 

        23  entertain a motion to schedule the next ownership and

 

        24  management review of Gulf Coast Racing for 2019.

 

        25                Is there a motion?
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         1                COMMISSIONER HICKS:  I make the motion.

 

         2                CHAIRMAN SCHMIDT:  A motion by

 

         3  Mrs. Hicks, seconded by Dr. Martin.

 

         4                All those in favor signify by saying

 

         5  aye.

 

         6                COMMISSIONERS:  Aye.

 

         7                CHAIRMAN SCHMIDT:  No one opposes?

 

         8                Okay.  It's unanimous.

 

         9                Proceedings on occupational licenses.

 

        10  This is really, I guess, an appeal, the proposal for

 

        11  decision in SOAH No. 476-14-3075 regarding the appeal

 

        12  of Anna Marie Crowson from Stewards' Ruling Lone Star

 

        13  Park 2946.

 

        14                Ms. Bijansky, can you bring us up to date

 

        15  on this?

 

        16                MS. BIJANSKY:  Yes.

 

        17                Mr. Chairman, Commissioners, good

 

        18  morning.  I'm here to present for final action the case

 

        19  against Anna Marie Crowson for five Clenbuterol

 

        20  positives in four horses at Lone Star Park in October

 

        21  and November of last year.

 

        22                Before I do, I have two preliminary

 

        23  matters to address.  First, I received a motion for

 

        24  continuance from Ms. Crowson's attorneys yesterday.

 

        25  I've got a handout of some additional materials
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         1  including that motion that I'm going to hand out now.

 

         2                The motion for continuance is the first

 

         3  page of the packet.  Although you do have the ability

 

         4  to grant the continuance if you choose, I believe the

 

         5  information I'm going to be presenting will show that

 

         6  it's not warranted.

 

         7                Second, I know it's been quite awhile

 

         8  since the Commission has had a case like this before

 

         9  it, so I'd like to take just a couple of minutes to

 

        10  walk you through the disciplinary process.  And I've

 

        11  made a handout that's on the second page of that packet

 

        12  that kind of details the process.  I'm focusing on a

 

        13  drug positive case because, of course, that's what

 

        14  we're looking at here today, but it's essentially the

 

        15  same process for most disciplinary matters that may

 

        16  come before you.

 

        17                As you know, after a race, at least the

 

        18  top two finishers are drug tested; and if anything

 

        19  comes back positive, it's assigned to an investigator

 

        20  and the licensee is given an opportunity to request a

 

        21  split sample.

 

        22                If the split comes back positive or the

 

        23  trainer has waived the testing, the case then goes to

 

        24  the stewards to be set for a hearing.  The hearing

 

        25  notice indicates the expected penalty and the licensee
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         1  has an opportunity to accept it without going to a

 

         2  hearing.  If the offer is accepted, the stewards issue

 

         3  a ruling and that's the end of the case.  If the offer

 

         4  is not accepted, the hearing goes forward.  The

 

         5  licensee has the opportunity to be represented by

 

         6  counsel and can bring whatever evidence and witnesses

 

         7  they want within reason like a regular trial.

 

         8                After the stewards -- after the hearing,

 

         9  the stewards issue their ruling.  If the ruling isn't

 

        10  appealed, that's the end of the case.  If it is

 

        11  appealed, it goes to the State Office of Administrative

 

        12  Hearings, which we abbreviate as SOAH.  SOAH employs

 

        13  administrative law judges, ALJ's, who hear cases from a

 

        14  variety of regulatory agencies.  The licensee can also

 

        15  ask for a stay of any suspension that the stewards

 

        16  impose.  That request goes to the executive director

 

        17  and it's his decision.

 

        18                The SOAH hearing is similar to the

 

        19  stewards' hearing, with a couple of key differences.

 

        20  It's a bit more formal; and instead of entirely coming

 

        21  to their own conclusions about the facts and the

 

        22  appropriate penalty, the ALJ is tasked with deciding

 

        23  whether the stewards' ruling was clearly in error.  So

 

        24  even if the ALJ would have decided it differently, if

 

        25  they can't say that the stewards were clearly wrong,
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         1  the ruling should be upheld.

 

         2                The ALJ has 60 days to rule on the case

 

         3  and they issue what's called a proposal for decision or

 

         4  PFD.  And it's called a proposal for decision because

 

         5  you all have the final decision.  They just make a

 

         6  proposal.  There are timelines for certain optional

 

         7  filings between the issue of a PFD and before it comes

 

         8  to the Commission; but assuming nothing is filed within

 

         9  those time periods, the case then goes on the

 

        10  Commission's next agenda for final action.  In the

 

        11  handout, I put the word "final" in quotes because it

 

        12  can still be appealed up through the courts, but we'll

 

        13  get to that.

 

        14                So when a PFD comes before you for final

 

        15  action, you have the option to accept the ALJ's

 

        16  recommendation or to modify it within certain

 

        17  parameters.  If you rule in favor of a licensee,

 

        18  undoing the stewards' action against them, that's the

 

        19  end of the case.  If you rule against the licensee, he

 

        20  or she can then appeal to District Court and

 

        21  potentially all the way up through the court system.

 

        22                So that's the usual process.  What we

 

        23  have before us today is a little different.  In this

 

        24  case, Clenbuterol was found above the legal limit in

 

        25  four of Anna Marie Crowson's horses on two race dates
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         1  totaling five positives, four on one day of trials and

 

         2  one of the same horses again in the final.

 

         3                Back in February we had the stewards'

 

         4  hearing where she was represented by counsel, a New

 

         5  Mexico attorney named Cody Kelly, and the stewards

 

         6  ruled against her.  The ruling starts on page 139 of

 

         7  the main meeting packet.

 

         8                Ms. Crowson appealed that ruling and

 

         9  requested a stay of a 60-day suspension.  That's on

 

        10  page 144 of the materials.  And Mr. Trout granted her a

 

        11  six-month stay on March 6th.  And the case was

 

        12  scheduled for a hearing at SOAH on June 11th.

 

        13                I would note that in their request for

 

        14  the stay, their basis was -- and this is on the third

 

        15  page of the additional handout I gave you -- was to

 

        16  obtain -- they wanted to obtain additional information

 

        17  from the drug testing lab about a defense theory that

 

        18  they had in mind.  That was back on March 4th.  They've

 

        19  never requested that additional information.

 

        20                We sent the hearing notice to Ms. Crowson

 

        21  and to her attorney for that SOAH hearing that took

 

        22  place in June.  Neither Ms. Crowson nor anybody

 

        23  representing her showed up for that hearing.  On June

 

        24  23rd the ALJ dismissed the case and sent it back to the

 

        25  agency for final action on a default basis.
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         1                So instead of a proposal for decision, we

 

         2  have the ALJ's order dismissing the case and sending it

 

         3  back to the agency to be handled as a default.  That

 

         4  could potentially be handled, I think, by Mr. Trout.

 

         5  We don't have any rules explaining what a default --

 

         6  how a default proceeding should be addressed, so I'm

 

         7  bringing it before you today kind of out of an

 

         8  abundance of caution.

 

         9                The ALJ's order is page 153 of the

 

        10  meeting materials.  A copy of it also went to

 

        11  Ms. Crowson and her attorney.  I haven't heard from

 

        12  them and they didn't file anything further until this

 

        13  week.  I did send them, by mail, a copy of the proposed

 

        14  order that I included in the materials; and when that

 

        15  meeting was canceled on I believe it was August 8th, I

 

        16  sent Mr. Kelly an e-mail letting him know that the

 

        17  meeting was canceled and that I'd let him know as soon

 

        18  as it had been rescheduled.

 

        19                Last Thursday, when the meeting was

 

        20  rescheduled for today, I sent him another e-mail

 

        21  letting him know that it was going to be today.  And

 

        22  that's on -- that's the fourth page of the handout I

 

        23  just handed out.  So I've always kept him in the loop

 

        24  even though I wasn't even sure until I received the

 

        25  motion yesterday that he was still representing her.
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         1                So the matter is before you today for

 

         2  final action and there's a draft order in your

 

         3  materials beginning on page 154.  I have a clean copy

 

         4  of the order here with the dates updated to reflect

 

         5  today's meeting.

 

         6                This order adopts the stewards' ruling in

 

         7  full with one exception.  Four of Ms. Crowson's

 

         8  Clenbuterol positives, as I said, were in the trials

 

         9  and one was in the final, but she actually had a second

 

        10  horse of those first four that did run in the final.

 

        11  It placed fourth, so it wasn't tested again.  But

 

        12  because it was disqualified from the trial, it should

 

        13  also have been disqualified from the final and that was

 

        14  overlooked in the stewards' ruling.  And so currently,

 

        15  as it stands, the horse -- the horse would still be

 

        16  placed fourth and the purse would be paid out.  So that

 

        17  horse should have been disqualified and ordered

 

        18  unplaced due to the positive in the trial.

 

        19                Now, about the motion for continuance

 

        20  that Ms. Crowson's new attorney, Blake Hansen, filed

 

        21  yesterday.  He wasn't an attorney of record in the case

 

        22  until he sent that motion, actually until we spoke

 

        23  yesterday, so I didn't know to send notices to him; but

 

        24  I did, as I said, notify Mr. Kelly, who's been the

 

        25  attorney of record throughout the case, that it was
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         1  canceled on August 12th, that it was rescheduled for

 

         2  today.

 

         3                So I'm not too sure what to make of their

 

         4  contentions in the motion that they weren't notified,

 

         5  that they did show up on the 12th, they didn't receive

 

         6  any notice of today's hearing and only heard about it

 

         7  sort of accidentally.

 

         8                I would also note that their stated

 

         9  reason for requesting the continuance, which was to

 

        10  obtain information from the lab for their expert to

 

        11  evaluate, appears to be nothing more than stalling,

 

        12  just as they did when they used that reason to request

 

        13  the stay back in early March.

 

        14                They've had more than enough time to

 

        15  explore that issue since that time and they've never

 

        16  even asked for the information and they didn't appear

 

        17  at SOAH to contest the positives.  That was their

 

        18  opportunity to defend Ms. Crowson.  It's not proper to

 

        19  be asking all this time later to send the case back to

 

        20  the stewards, as they requested, to do what they really

 

        21  should have done at SOAH back in June.

 

        22                So again, I would ask that you deny the

 

        23  motion for continuance, adopt the stewards' ruling in

 

        24  full with that one change to the order of finish that

 

        25  we discussed, and I'm happy to answer any questions you
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         1  may have.

 

         2                CHAIRMAN SCHMIDT:  Any questions of Devon

 

         3  or Ms. Bijansky?

 

         4                Ms. Bijansky, just looking over these

 

         5  Clenbuterol positives, the range is 233 to 253.  Is

 

         6  there a therapeutic range for treatment of horse asthma

 

         7  or --

 

         8                MS. BIJANSKY:  Are you referring to the

 

         9  threshold?

 

        10                CHAIRMAN SCHMIDT:  Yes.

 

        11                MS. BIJANSKY:  The threshold is 140

 

        12  picograms per milliliter in urine.

 

        13                CHAIRMAN SCHMIDT:  So these are almost

 

        14  twice that.

 

        15                MS. BIJANSKY:  Right.

 

        16                CHAIRMAN SCHMIDT:  Thank you.

 

        17                Any other questions?

 

        18                Thank you, ma'am.  We might call you back

 

        19  in just a second.

 

        20                Is Ms. Crowson or her attorney present?

 

        21  Okay.  They're not?

 

        22                Okay.  Any discussion from the Commission

 

        23  then?

 

        24                I think these folks have had a lot of

 

        25  time to present their case.  I'd certainly entertain a
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         1  motion to deny their motion for continuance --

 

         2                VICE-CHAIRMAN EDERER:  So moved.

 

         3                CHAIRMAN SCHMIDT:  -- and to dismiss the

 

         4  appeal of Anna Marie Crowson and uphold the stewards'

 

         5  ruling in full with the exception of a correction to

 

         6  the order of finish in the 10th race at Lone Star Park

 

         7  November 9, 2013, reflecting that the horse RC Tres

 

         8  Times Seis was disqualified and is unplaced.

 

         9                VICE-CHAIRMAN EDERER:  So move.

 

        10                CHAIRMAN SCHMIDT:  Moved by Vice-Chair

 

        11  Ederer, seconded by --

 

        12                COMMISSIONER ABER:  I'll second.

 

        13                CHAIRMAN SCHMIDT:  -- Dr. Aber.

 

        14                Any further discussion?

 

        15                All those in favor signify by saying

 

        16  aye.

 

        17                COMMISSIONERS:  Aye.

 

        18                CHAIRMAN SCHMIDT:  Opposed?

 

        19                MS. O'CONNELL:  Abstain.

 

        20                CHAIRMAN SCHMIDT:  Abstain.  Okay.

 

        21                Proceedings on rulemaking.  Just for your

 

        22  information, the first rule is a proposal for Rule 309,

 

        23  Temporary License to Conduct Racing, from Saddle Brook

 

        24  Park.  I spoke with Mr. Newby earlier in the week and

 

        25  he asked that we take this item down from today's
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         1  meeting.  We'll not be discussing it.  He and his team

 

         2  would like some additional time to gain additional

 

         3  information to present to us.  So I anticipate bringing

 

         4  this up at the October meeting, but it's taken down

 

         5  from this one.

 

         6                Moving forward to Item B, the adoption of

 

         7  proposed rule amendments and new rules authorizing

 

         8  historical racing.  As you may know, last evening the

 

         9  Racing Commission heard via press release that there

 

        10  was an effort to obtain a temporary restraining order

 

        11  against the Commission from bringing this item up.

 

        12  This restraining order request was heard in Judge

 

        13  Evans' court this morning in Tarrant County and denied,

 

        14  so we'll be moving forward.

 

        15                Mr. Fenner, can you lay out the proposed

 

        16  amendments and bring us up to date where we stand?

 

        17                MR. FENNER:  Yes, sir.

 

        18                Commissioners, these proposals were

 

        19  requested by the entire racing industry and they were

 

        20  published in the June 27th edition of the Texas

 

        21  Register for public comment.  During the comment period

 

        22  we received over 13,000 comments, with about three

 

        23  quarters in favor and about one quarter against.  The

 

        24  majority of the 13,000 comments came in the form of

 

        25  petitions and their signatures and most of these were
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         1  in favor and, again, some were against.

 

         2                Detailed comments came from a variety of

 

         3  places, including, not necessarily limited to, State

 

         4  Representatives, State Senators, industry groups, the

 

         5  City of Grand Prairie, Texas Association of Business,

 

         6  the Kickapoo Tribe of Texas, Grey2K USA, the Texas

 

         7  Baptist Christian Life Commission, First Baptist Church

 

         8  of Arlington, the ASPCA, the Texas Public Policy

 

         9  Foundation, and individual horsemen.  And copies of

 

        10  these comments have been provided to you in a separate

 

        11  binder.

 

        12                Commission staff also held a public

 

        13  comment hearing on July 17th.  18 people testified, 15

 

        14  in favor and three against.  Two of the three who

 

        15  opposed the proposal represent the bingo industry and a

 

        16  third represented the Texas Humane Legislation

 

        17  Network.  A copy of the transcript from that meeting is

 

        18  also in your binder.  In addition to those that

 

        19  testified, 45 turned in comment cards, with 43 in

 

        20  support for the proposals and two opposed.

 

        21                You may also recall that during the

 

        22  comment period State Representative Dan Flynn filed a

 

        23  request with the Attorney General's office for an

 

        24  opinion as to whether the Commission had the authority

 

        25  to adopt rules authorizing historical racing.  On
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         1  August 12th I filed a brief with the Attorney General's

 

         2  office defending the Commission's authority to adopt

 

         3  these rules and I provided a copy of that brief to

 

         4  you.  The Attorney General's decision is not due until

 

         5  January 18th, 2015.  My opinion has not changed.  I

 

         6  think the rules are within your authority.

 

         7                Also to speak this morning is Kevin

 

         8  Mullally of Gaming Laboratories International.  He's

 

         9  here to make a presentation on historical racing

 

        10  terminals from the perspective of an independent

 

        11  third-party testing laboratory.

 

        12                That concludes my presentation.

 

        13                CHAIRMAN SCHMIDT:  Any initial questions

 

        14  of Mr. Fenner?

 

        15                Okay.  We have had a request for some

 

        16  additional information.  So, Mr. Mullally, thank you

 

        17  for visiting us this morning.  Can you bring us up to

 

        18  date?

 

        19                MR. MULLALLY:  Sure, Mr. Chairman.

 

        20                Members of the Commission, thank you for

 

        21  having me.

 

        22                CHAIRMAN SCHMIDT:  Just for clarity, you

 

        23  do not make these machines.  You test them.

 

        24                MR. MULLALLY:  Correct.

 

        25                CHAIRMAN SCHMIDT:  Is that correct?
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         1  You're an independent auditor as it were?

 

         2                MR. MULLALLY:  Yes.

 

         3                I'll give you just a brief sketch of my

 

         4  biographical background.  I started work in public

 

         5  service in 1981 as a legislative assistant to the

 

         6  majority leader of the Missouri State Senate.  In 1984

 

         7  I became his chief of staff and did that until 1993

 

         8  when the Governor of the State of Missouri asked me to

 

         9  go help start up the newly created Missouri Gaming

 

        10  Commission, where I became their first lawyer and

 

        11  deputy director and wrote all the initial rules setting

 

        12  up the regulatory structure for the gaming industry in

 

        13  Missouri.  And then I served as the director of that

 

        14  agency from 2000 to 2006 when I left to come to GLI.

 

        15  So I've had a long history in public policy and public

 

        16  administration and over the last 21 years have focused

 

        17  that on the regulation of various types of gaming.

 

        18                Gaming Laboratories International is the

 

        19  world's leading independent testing laboratory.  We

 

        20  work for regulators, about 450 all told over the world,

 

        21  through 20 laboratory facilities around the globe.  We

 

        22  work for regulators to independently test equipment to

 

        23  ensure that it meets the technical requirements under

 

        24  their laws and under the rules that they have

 

        25  promulgated.
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         1                We are scientists by a large part.  About

 

         2  85 percent of our staff consists of engineers

 

         3  specializing in hardware, software, communications.  We

 

         4  have a large math department that consists of over 21

 

         5  mathematicians worldwide, including four Ph.D.'s in

 

         6  math.  So we understand the intricacies of technology

 

         7  and work directly for regulators around the world.

 

         8                To us, technology is science.  GLI has

 

         9  never taken a position on any legislative -- gaming

 

        10  legislative policy, whether it be in the pari-mutuel

 

        11  industry, the lottery industry, in the gaming industry,

 

        12  or otherwise.  We test equipment to standards set by

 

        13  regulators.  We don't set the standards ourselves.

 

        14                GLI does not have a financial interest in

 

        15  the outcome of testing other than to ensure that our

 

        16  testing is accurate.  We believe that accuracy is our

 

        17  paramount obligation; and if we weren't accurate, not

 

        18  very many people would hire us.  The good news is that

 

        19  of all this type of work done in the world, GLI does

 

        20  about 85 percent of it.

 

        21                Science is not emotional to us.  We don't

 

        22  rely on how something looks but rather how it

 

        23  technically operates.  So your staff has asked me to

 

        24  take a look at the rules that have been proposed, offer

 

        25  some commentary as to how that -- how it could be
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         1  properly regulated in Texas according to the vision

 

         2  that you may have for it and how it may compare to some

 

         3  other types of pari-mutuel activity.

 

         4                So if you look at pari-mutuel wagering in

 

         5  general, it requires that the wagers come from -- that

 

         6  the pools come from wagers.  There is a framework that

 

         7  is based on horse racing so that that is -- that the

 

         8  outcome of the race is determinative of the outcome of

 

         9  the wagers.  The structure is regulated by wagering

 

        10  rules that are available to patrons.  And there are

 

        11  clear payouts and results with an appropriate paper

 

        12  trail that can be audited.  And then there are a

 

        13  variety of rules governing fairness to the patrons.

 

        14                So if you look at this -- your existing

 

        15  regulatory structure in the context of historical

 

        16  racing or what other jurisdictions have done, each

 

        17  jurisdiction has established its own rules for

 

        18  historical racing, the other jurisdictions that have

 

        19  this, those being Arkansas, Kentucky, Idaho, Wyoming.

 

        20  Oregon is in the process and, of course, it's on the

 

        21  ballot in Nebraska.

 

        22                The way I read your rules, the Commission

 

        23  will evaluate the technology and propose terminals and

 

        24  wagers and will have the benefit of a testing lab

 

        25  report in order to make your decision as to whether to

 

 

 

 

�                                                               58

 

 

 

 

         1  approve each type of terminal and each type of wager

 

         2  allowed by the terminal.

 

         3                Because -- not one single state has

 

         4  identical terminals.  The terminals in Wyoming are not

 

         5  the same as they are in Kentucky, nor are they the same

 

         6  in Arkansas.  We've tested all of them.  There are no

 

         7  two states that have identical terminals.  Comparisons

 

         8  to racing terminals used in other jurisdictions may not

 

         9  be relevant based on the vision that you have for the

 

        10  technology that you will allow -- that may be allowed

 

        11  in Texas.

 

        12                So if you look at the basics of what is

 

        13  going on with historical racing, it's really not much

 

        14  of a change from what you already have.  There's a

 

        15  totalisator system with pari-mutuel pools.  They're

 

        16  seeded on the first race day and thereafter funded only

 

        17  by wagers.  The regulated pools are defined in ways to

 

        18  win and pool payout methods.  The wager outcomes and

 

        19  payouts are calculated and accounted for by the

 

        20  totalisator just as they are with live racing.

 

        21  Self-service terminals provide an entertaining

 

        22  interaction for wager selection and outcome of the

 

        23  display.

 

        24                So if you look at what you already allow

 

        25  in Texas, you have self-service wagering terminals
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         1  where people can go up and place wagers on live races.

 

         2  The relatively minor modification necessary for

 

         3  historic racing is you have the same type of

 

         4  self-service terminal with almost identical

 

         5  functionality.  The terminal provides an entertaining

 

         6  interface to one or more of the wagering pools.  The

 

         7  rules of wagering and wagering pools are displayed to

 

         8  the patron just like they are on a self-service

 

         9  terminal.  The patron inserts cash or a voucher and

 

        10  then initiates a wager and the totalisator system

 

        11  selects one or more races from a historic racing

 

        12  database for the wager.

 

        13                So rather than having the outcome of a

 

        14  live race of these things, you're just selecting a

 

        15  historic race, but all the other wagering operates

 

        16  exactly the same way and through the same totalisator

 

        17  system that you have now.

 

        18                The selected race has identifiable

 

        19  information removed so that it doesn't allow patrons

 

        20  who are very familiar with a large number of races to

 

        21  have an unfair advantage over other patrons.  But other

 

        22  race information is shown to the patron that allows

 

        23  them to handicap, use their handicapping skill to place

 

        24  their wager.  Things such as past performance info, et

 

        25  cetera, is displayed to the patron.
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         1                The patron makes selections based on the

 

         2  rules of wagering for the wagered pool.  The patron

 

         3  finalizes a selection, electronically sending the wager

 

         4  to the totalisator system just like when you finalize a

 

         5  wager in a self-service terminal.  The totalisator then

 

         6  compares the patron's selections to the actual historic

 

         7  race results just as you compare a patron's selection

 

         8  of a live race to the outcome of a live race.

 

         9                The wager may be eligible for winnings in

 

        10  multiple pools according to the wagering rules.

 

        11  Winnings are awarded paying part or all of the

 

        12  applicable pool if the wager wins.

 

        13                The race results and any winnings are

 

        14  sent to the terminal.  The terminal then displays the

 

        15  race.  And the winnings, if any, are awarded to the

 

        16  patron.  These winnings can be displayed in an

 

        17  entertaining manner as approved by the Commission.  So

 

        18  if there's any music that is offensive to you, you can

 

        19  ban those from being allowed by the wagering terminal.

 

        20                So the point here is you're really just

 

        21  taking a terminal that you have now and in order to

 

        22  allow a great -- the reason this has motivated other

 

        23  Racing Commissions to do this is that by using historic

 

        24  races, you can allow patrons to play -- to wager in a

 

        25  pari-mutuel fashion at a pace that they choose rather
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         1  than one dictated by the logistics and the

 

         2  practicalities of live racing.  Otherwise, it works

 

         3  exactly like a self-service terminal.

 

         4                It's really that simple.  It's not

 

         5  particularly complicated technology, to be honest with

 

         6  you.  And we have been reviewing it for any number of

 

         7  years now, about the past four or five years.

 

         8                I'd be happy to answer any questions that

 

         9  you might have.

 

        10                CHAIRMAN SCHMIDT:  Do we have any

 

        11  questions for Mr. Mullally from any of the

 

        12  Commissioners?

 

        13                Actually I just had one.  We've had all

 

        14  our comments summarized by the Racing Commission; and

 

        15  it was referred in one letter, possibly two, that a

 

        16  vote in favor would be allowing Las Vegas style casino

 

        17  gambling if this were approved.  How many historical

 

        18  racing machines are there in Las Vegas?  Do you have

 

        19  any ability to know that?

 

        20                MR. MULLALLY:  Historical racing

 

        21  machines?  Zero.  These are not slot machines.  They're

 

        22  not competitive against slot machines.  If you have a

 

        23  historic racing machine in the vicinity of a slot

 

        24  machine, it doesn't do well.  They don't play well.

 

        25                In anticipation -- I've heard this
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         1  question before and I've heard the comparison before

 

         2  and the whole "looks like a duck".  Frankly, to those

 

         3  who are experienced in the industry, they don't even

 

         4  really look like a slot machine.  If you really know

 

         5  what happens with a slot machine, they don't look like

 

         6  one, but it certainly is not one.

 

         7                The first thing, slot machines produce an

 

         8  outcome based on a random number generator from

 

         9  software contained within the device.  Historic racing

 

        10  terminals do not produce an outcome.  They present an

 

        11  outcome of a race that was previously run as determined

 

        12  by the totalisator system that utilizes the outcome of

 

        13  the race to determine the result of the wagers.

 

        14                So the terminal is essentially a dumb

 

        15  terminal.  It doesn't really have any functionality

 

        16  other than money handling and some really basic

 

        17  accounting features.  Everything continues to be

 

        18  handled by the totalisator system just like it is with

 

        19  a self-service terminal.  Slot machines, there's tons

 

        20  of software contained right in the device that really

 

        21  determines the outcome of the game.

 

        22                Secondly, slot machines pay fixed prize

 

        23  amounts based on pre-programmed values and

 

        24  probabilities.  The house guarantees the award using

 

        25  house money.  Thus the patron is playing against the
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         1  house in a slot machine, creating what we call a

 

         2  house-banked game, whereas with a historic racing

 

         3  machine, all the machines are pari-mutuel.  They're

 

         4  using pari-mutuel pools.  The players are playing

 

         5  against -- the patrons are playing against each other.

 

         6  And the wagers are pari-mutuel as opposed to

 

         7  house-banked.

 

         8                Slot machines -- slot machine prizes are

 

         9  based on fixed value prizes.  The probability of a

 

        10  given award will be the same from game to game.  So if

 

        11  I'm playing a slot machine, the casino has priced --

 

        12  put a price on that machine.  There is a certain hold

 

        13  percentage that the casino has mathematically

 

        14  guaranteed built into the math of that product.  So

 

        15  it's got a price tag on it just like when you go into a

 

        16  store and buy it.

 

        17                Historical racing terminals offer --

 

        18  winnings differ based on the amount of wagers allocated

 

        19  to the pool at any given time, so it's all based on the

 

        20  pari-mutuel pools as you are well accustomed to.

 

        21                And then finally, slot machines produce

 

        22  an outcome based entirely on chance.  You know, there's

 

        23  not really -- in slot machines, they don't use truly

 

        24  random things because it's really hard to do and -- but

 

        25  it's beyond human comprehension.  It's random enough to
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         1  be beyond human comprehension, whereas a historic

 

         2  racing terminal, the outcomes are based on the results

 

         3  of the race and the patrons selecting the winning

 

         4  participants.

 

         5                And then one other thing to be considered

 

         6  is that GLI-11 is a standard that has been adopted

 

         7  by -- it's the most widely adopted technical standard

 

         8  for slot machines around the world.  It was introduced

 

         9  in 1991 and we've issued nearly a million

 

        10  certifications to the GLI-11 standard around the

 

        11  globe.

 

        12                No historical racing terminal on the

 

        13  market and no historical racing terminal that would

 

        14  qualify under the rules before you today would meet the

 

        15  GLI-11 standard.  We know slot machines, and these are

 

        16  not slot machines.

 

        17                CHAIRMAN SCHMIDT:  Thank you, sir.

 

        18                Any other questions at all of

 

        19  Mr. Mullally by the Commissioners?

 

        20                Thank you, sir.  Thank you for the

 

        21  video.

 

        22                Devon, do you have the cards as well?

 

        23                And if you don't mind, I'm just going to

 

        24  digress just for one second.  I apologize to the

 

        25  Commissioners.  Before progressing further on this
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         1  subject, I did want to take one minute of the

 

         2  Commission's time to thank Mr. Trout and to thank

 

         3  Mr. Fenner and ask them also to thank individually each

 

         4  member of the Commission that are working back at the

 

         5  office for helping us perform a very thorough,

 

         6  conscientious, and transparent evaluation of this

 

         7  issue.  I really would like a personal statement from

 

         8  each of you to those folks.

 

         9                Several horsemen's groups petitioned the

 

        10  Commission almost a year ago, really beginning in

 

        11  September and October of 2013, and they requested the

 

        12  Commission to consider authorizing the use of

 

        13  historical racing terminals to allow for pari-mutuel

 

        14  wagering on recorded races.  I personally visited with

 

        15  several horsemen and I know other Commissioners who

 

        16  were also petitioned as well.  So things really began a

 

        17  year ago.

 

        18                The Commission staff was charged to

 

        19  evaluate this matter internally; and once a preliminary

 

        20  evaluation was completed, this matter was referred to

 

        21  the pari-mutuel advisory subcommittee in January.

 

        22  Multiple additional evaluations were obtained.  I

 

        23  believe the Commission staff and Commission attorney

 

        24  reviewed eight or nine different legal opinions.  There

 

        25  were at least two or three subcommittee public meetings
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         1  prior to presentation of this matter to the Commission

 

         2  in June.  And since that time we've had two open

 

         3  meetings regarding the issue of historical racing.  And

 

         4  as you know, we've had extensive public testimony.  We

 

         5  received over 13,000 written comments, each of which

 

         6  are read, categorized, and provided back to the

 

         7  Commissioners for review.

 

         8                Regardless of the outcome of whether this

 

         9  matter is approved, disapproved, or tabled, I'm just

 

        10  very appreciative and I know all the Commissioners are

 

        11  very appreciative of the efforts of the Commission

 

        12  staff in responding to our multiple, multiple questions

 

        13  for information and for assistance in organizing these

 

        14  meetings.

 

        15                We run a real lean ship.  We don't have

 

        16  extra personnel available when new matters occur.  It

 

        17  simply requires people to work later, work harder, and

 

        18  work more efficiently.  And I just wanted to thank

 

        19  you.  I think this has been a very open process, a very

 

        20  transparent process, and a very fair process.  Please

 

        21  relay that to the Commission staff for me.  Okay?

 

        22  Thanks.

 

        23                Okay.  Now we're going to have a brief --

 

        24  Mark, do you have a timer --

 

        25                MR. FENNER:  I do, sir.
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         1                CHAIRMAN SCHMIDT:  -- so we can stay on

 

         2  time?

 

         3                We'll begin with Mr. Rob Kohler.

 

         4                Mr. Kohler?  Welcome, sir.

 

         5                MR. KOHLER:  Good morning.

 

         6                CHAIRMAN SCHMIDT:  I'm not sure if you

 

         7  were here when we originally started.  We've had an

 

         8  extensive comment period, but we didn't want to close

 

         9  anyone out, so we're going to try to limit our

 

        10  remarks.

 

        11                MR. KOHLER:  Great.  Great.  Appreciate

 

        12  it.

 

        13                My name is Rob Kohler.  I'm here as a

 

        14  consultant for the Christian Life Commission of the

 

        15  Baptist General Convention of Texas.  I wanted to

 

        16  follow up with the gentleman that visited with you all

 

        17  right before.

 

        18                You shouldn't be under the impression

 

        19  that just because these historical racing machines

 

        20  don't fit in that tight corner or that tight definition

 

        21  of what a slot machine or what constitutes a slot

 

        22  machine in this state that you're home free or that the

 

        23  device is home free.

 

        24                We have a long history in this state of

 

        25  folks failing at the Legislature of getting the needed
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         1  votes to amend the constitution.  So what's happened is

 

         2  they've come up with ways to try to introduce devices

 

         3  that will function like a slot machine but technically

 

         4  won't be a slot machine.

 

         5                We've seen that regarding lottery

 

         6  tickets.  We've seen that regarding pull tab tickets

 

         7  which are instant forms of wagering in this state.  And

 

         8  I just want to make sure that you understand that just

 

         9  because there is not a random number generator in that

 

        10  device does not mean that it's not and doesn't function

 

        11  like a slot machine.

 

        12                In fact, I will tell you that the

 

        13  majority of the slot machines that you see truly in Las

 

        14  Vegas, across the country, the idea of a random number

 

        15  generator is really old.  What these are are

 

        16  service-based wagering machines that there's not an

 

        17  element of chance.  It's predetermined outcomes.

 

        18                So I would encourage you to recognize in

 

        19  this decision-making process that just because it

 

        20  doesn't meet that technical definition of what a slot

 

        21  machine is, truly the slot machines that are operating

 

        22  in Las Vegas right now could operate in our state with

 

        23  the current existing laws.  So I wanted to make sure

 

        24  you knew that.

 

        25                There's been an AG opinion that's ruled
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         1  on video lottery terminals, which, you know,

 

         2  technically were the representation of outcome, and

 

         3  also on instant pull tab tickets.

 

         4                Yes?

 

         5                MR. FENNER:  Two minutes is the time

 

         6  limit.

 

         7                MR. KOHLER:  Okay.  Well, I just wanted

 

         8  to make sure that you weren't left with the impression

 

         9  that just because it doesn't have a random number

 

        10  generator in it that everything is hunky-dory.

 

        11                CHAIRMAN SCHMIDT:  Any questions of

 

        12  Mr. Kohler?

 

        13                Thank you, sir.  Thank you very much.

 

        14                Next, Mr. Ken Carson, Valor Farm.

 

        15                MR. CARSON:  Good morning,

 

        16  Commissioners.  I spoke at the June meeting, so I'll

 

        17  make my comments brief.

 

        18                At that meeting I described that Valor

 

        19  Farm was established in the early '90's and we did

 

        20  really very well for the first 15 years or so.  The

 

        21  last seven or eight years we've steadily declined in

 

        22  any measure you look at, number of mares bred, mares

 

        23  bred to stallions, clients that board mares on the

 

        24  farms, and so forth.

 

        25                But I can tell you, the point I'd like to
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         1  make is just in this spring season, just the suggestion

 

         2  of this has made the phone ring.  I mean, there's a

 

         3  huge underlying amount of people out there that would

 

         4  get back into horse racing if we had this.

 

         5                Thank you very much.  I'll answer any

 

         6  questions.

 

         7                CHAIRMAN SCHMIDT:  Any questions of

 

         8  Mr. Carson?

 

         9                Thank you, Mr. Carson.

 

        10                MR. CARSON:  Thank you.

 

        11                CHAIRMAN SCHMIDT:  Jennifer Hughes, Alvin

 

        12  Stock Contractors.

 

        13                Ms. Hughes?  Welcome.

 

        14                MS. HUGHES:  Thank you, Mr. Chairman and

 

        15  Commission.  My name is Jennifer Hughes.  I'm here for

 

        16  Alvin E Stock Contractors.

 

        17                Alvin E Stock Contractors is a small

 

        18  business in Eagle Pass, Texas.  It does utility

 

        19  contracting.  It has about -- it was started in 1960.

 

        20  It's grown to about 20 employees.  It does a

 

        21  significant amount of work for the Kickapoo Traditional

 

        22  Tribe of Texas.

 

        23                The company understands that if these

 

        24  proposed rules go through that they will be devastating

 

        25  to the Kickapoo tribe, thus in turn they would have a
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         1  major impact on this Alvin E Stock Contractors'

 

         2  business.  They have concerns that they would have to

 

         3  lay off employees and even close its doors.  Therefore,

 

         4  Alvin E Stock Contractors is opposed to the proposed

 

         5  rules.

 

         6                Thank you.

 

         7                CHAIRMAN SCHMIDT:  Thank you, ma'am.

 

         8                Any questions?

 

         9                Thank you very much, ma'am.  Appreciate

 

        10  it.

 

        11                Charles Wright, Argyle, Texas?

 

        12                MR. WRIGHT:  I'll pass.

 

        13                CHAIRMAN SCHMIDT:  Do you wish to

 

        14  testify?

 

        15                MR. WRIGHT:  Everybody knows where I

 

        16  stand.  I'm for it.  I appreciate your support and I'll

 

        17  pass on testifying.

 

        18                CHAIRMAN SCHMIDT:  Thank you, sir.

 

        19                Joseph Webster of the Kickapoo

 

        20  Traditional Tribe of Texas.

 

        21                Mr. Webster?  Welcome.

 

        22                MR. WEBSTER:  Thank you.  And good

 

        23  morning.  My name is Joe Webster.  I'm an attorney with

 

        24  Hobbs, Straus, Dean & Walker, again, on the behalf of

 

        25  the Kickapoo Traditional Tribe of Texas which is a
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         1  Federally recognized Indian tribe with a reservation

 

         2  near Eagle Pass, Texas.  We appreciate the opportunity

 

         3  to address the Commission.

 

         4                I've worked on gaming issues, gaming

 

         5  technology issues, for nearly 20 years for a number of

 

         6  clients, including Indian tribes and gaming companies.

 

         7  Since the 1990's, the tribe has attempted to negotiate

 

         8  a compact with the State of Texas to allow for slot

 

         9  machine gaming and slot machine broadly defined.

 

        10                The response that the tribe has gotten

 

        11  all these years from the State is that all forms of

 

        12  slot machine gaming are prohibited by the State.  So

 

        13  it's somewhat surprising in terms of the position being

 

        14  taken here about the authorization of so-called

 

        15  historic racing machines.

 

        16                As a practical matter, the tribe is very

 

        17  concerned about the impact that the introduction of

 

        18  these games would have on the tribe's limited gaming

 

        19  operation on its reservation.  Notwithstanding the

 

        20  comments that were made by the attorney from GLI, the

 

        21  fact that a game doesn't fit within their GLI-11 does

 

        22  not mean that it's not a slot machine or slot machine

 

        23  equivalent in terms of how the game plays.

 

        24                In essence, historical racing machines

 

        25  are video slot machines that use data that's pulled
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         1  from tens of thousands of previously run races to

 

         2  generate outcomes to drive a video slot display.

 

         3                The introduction of this type of game at

 

         4  Retama Park would have a devastating impact on the

 

         5  tribe and its gaming facility since more than half of

 

         6  the patrons for the tribe come from the San Antonio

 

         7  area.  This could force the tribe to lay off many of

 

         8  its 1100 employees, which include nearly 800 not

 

         9  Indians.  It would also hurt many of the small

 

        10  businesses that are vendors to the tribe.  This

 

        11  includes more than we could list here today, but a

 

        12  few --

 

        13                MR. FENNER:  Two minutes.

 

        14                MR. WEBSTER:  De la Garza -- might I have

 

        15  another 30 seconds?

 

        16                CHAIRMAN SCHMIDT:  Yes, or 45 seconds.

 

        17                MR. WEBSTER:  De la Garza, which provides

 

        18  produce to the tribe; Sarita, which provides tortillas;

 

        19  and Tex-Mex AC.  These are small businesses, all have

 

        20  fewer than 20 employees, less than a million dollars a

 

        21  year of business, and derive a significant portion of

 

        22  their revenue from their dealings with the tribe.  If

 

        23  the tribe is forced to shut down its gaming operation

 

        24  or dramatically curtail it, these businesses in some

 

        25  cases will be forced to close.
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         1                So again, the tribe is very concerned

 

         2  about this proposal.  The tribe will submit written

 

         3  comments setting forth its legal position in terms of

 

         4  why these games exceed the authority of the

 

         5  Commission.

 

         6                Again, we appreciate the opportunity to

 

         7  testify today and I'd be happy to answer any

 

         8  questions.

 

         9                COMMISSIONER ABER:  I have a question.

 

        10  How many slot machines do you have?

 

        11                MR. WEBSTER:  The tribe does not have

 

        12  slot machines.  The tribe offers Class 2 electronic

 

        13  bingo games which are authorized under Federal law.

 

        14                COMMISSIONER ABER:  How about the taxes

 

        15  you pay the State of Texas?

 

        16                MR. WEBSTER:  The tribe has offered over

 

        17  the years to enter into a compact that would provide

 

        18  revenue sharing to the State.  However, the State has

 

        19  been unwilling to negotiate an agreement with the

 

        20  tribe.  So the tribe does pay the Federal Government,

 

        21  the National Indian Gaming Commission, an assessment.

 

        22                COMMISSIONER ABER:  So your main concern

 

        23  is the competition?

 

        24                MR. WEBSTER:  Well, from the tribe's

 

        25  perspective, the revenue that it generates is used to
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         1  provide health care, law enforcement, housing, all of

 

         2  the programs for its members.  It has over 800

 

         3  members.  This is the economic engine for the tribe as

 

         4  well as for Maverick County, where they are a major

 

         5  economic impact down there.

 

         6                CHAIRMAN SCHMIDT:  Thank you, sir.  Thank

 

         7  you very much.

 

         8                MR. WEBSTER:  Thank you very much.

 

         9                CHAIRMAN SCHMIDT:  Dr. Neff from

 

        10  Bandera?

 

        11                MR. NEFF:  Mr. Chairman, Commissioners, I

 

        12  have a statement I'd like to read.  I'm Bryan Neff, a

 

        13  veterinarian from Bandera.  My license number is 85 and

 

        14  I've been here since the days of G. Rollie White

 

        15  Downs.  I've seen it come and go.  I've seen several

 

        16  State veterinarians, Commissioners, over the years

 

        17  come.

 

        18                What I'd like to say to you today is you

 

        19  have the opportunity today to pass a rule that would

 

        20  help level the playing field with the surrounding

 

        21  states by enhancing the purse structure at these Texas

 

        22  racetracks.  The Texas horse industry depends heavily

 

        23  on horse racing.  The trickle-down effect has a huge

 

        24  impact on the breeding industry, the barrel racing,

 

        25  roping, trail riding, breed registries, and various
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         1  components of the agriculture industry.

 

         2                The beneficial effect of this rule will

 

         3  be felt around the entire state, not at just some small

 

         4  localities as indicated before.  This rule, if passed,

 

         5  would not only -- would only add to the already legal

 

         6  pari-mutuel-based gaming opportunity that exists at

 

         7  existing racetracks.  It would not expand gaming to any

 

         8  new locations.

 

         9                If you have any questions, I'd entertain

 

        10  them.

 

        11                CHAIRMAN SCHMIDT:  Any questions of

 

        12  Dr. Neff?

 

        13                Thank you, sir.  Thanks for coming down.

 

        14                Stephen -- I'm sorry.

 

        15                MS. BIJANSKY:  Fenoglio.

 

        16                CHAIRMAN SCHMIDT:  Fenoglio.  Thank you.

 

        17                I'm sorry, sir.

 

        18                MR. FENOGLIO:  Yes.  For the record, my

 

        19  name is Stephen Fenoglio.  Thank you.  There's been

 

        20  discussion -- and I represent charitable bingo

 

        21  operators across the state, over 300.

 

        22                There's been some discussion about

 

        23  whether this rule would have an impact, adverse impact,

 

        24  on bingo.  We know for certain it will.  And we know

 

        25  for certain it will based on what's happened in real
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         1  life.  In El Paso, Texas, after the Tigua Indian tribe

 

         2  opened up a casino with over a thousand machines,

 

         3  charitable bingo in El Paso dropped by over 60 percent,

 

         4  the number of charities in the business, the number

 

         5  of -- the revenue they received, their employees, 60

 

         6  percent in a very, very short period of time.

 

         7                Missouri.  Missouri instituted casino

 

         8  gambling, riverboat.  Bingo dropped over a period of

 

         9  just a few years by over half.  They're out of -- those

 

        10  charities are out of business.  They're never coming

 

        11  back.  State revenue was down by over half.  The number

 

        12  of locations that conducted bingo, over half

 

        13  reduction.  The number of employees reduced by over

 

        14  half.

 

        15                We know if this happens in Austin, Texas,

 

        16  and there is a racing location that's licensed -- and

 

        17  you heard earlier another one may come in Creedmoor,

 

        18  outside of Austin -- 3,000, 5,000 machines, charities

 

        19  that provide services to senior citizens, to

 

        20  developmentally disabled, to veterans, they're gone.

 

        21  So that's why we're opposed to it.

 

        22                Thank you.  I'd be happy to answer any

 

        23  questions.

 

        24                COMMISSIONER ABER:  I would like to ask a

 

        25  question.  How do you delineate that from Sunland Park
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         1  that's always been there?

 

         2                MR. FENOGLIO:  How do I --

 

         3                COMMISSIONER ABER:  Sunland Park competes

 

         4  with you all all the time.

 

         5                MR. FENOGLIO:  Sunland Park?

 

         6                COMMISSIONER ABER:  Yeah.

 

         7                MR. FENOGLIO:  In El Paso?  Oh, the

 

         8  casino in New Mexico.

 

         9                COMMISSIONER ABER:  They can build a

 

        10  bigger facility any time they want to.

 

        11                MR. FENOGLIO:  You're talking about the

 

        12  New Mexico location.

 

        13                COMMISSIONER ABER:  Right.

 

        14                MR. FENOGLIO:  The numbers I gave you

 

        15  happened in El Paso, Texas, before Sunland Park was up

 

        16  and running with their casino machines, their slot

 

        17  machines.

 

        18                COMMISSIONER ABER:  How many years has

 

        19  Sunland been running?

 

        20                MR. FENOGLIO:  I don't have that

 

        21  information.  But when they got the casino machines is

 

        22  when it -- a racetrack -- bingo can compete against a

 

        23  racetrack in Dallas, Austin, San Antonio, Houston, dog

 

        24  tracks.

 

        25                COMMISSIONER ABER:  What I'm saying is
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         1  you've got competition there and in El Paso, too.  It's

 

         2  in New Mexico.  They're competing with you and they can

 

         3  build on any time they want to.

 

         4                MR. FENOGLIO:  That's true.  But when you

 

         5  look at -- the observation was made, these won't affect

 

         6  charitable bingo.  Au contraire.  You put 3,000 of

 

         7  these style machines in San Antonio, Texas, and the

 

         8  North Rotary Club of San Antonio that gets about 30 to

 

         9  50 thousand a year for its rotary club missions, that's

 

        10  gone.  They're not there anymore.

 

        11                VICE-CHAIRMAN EDERER:  Bingo generates a

 

        12  lot of income, doesn't it?

 

        13                MR. FENOGLIO:  It generates about 27 and

 

        14  a half million for the State of Texas over and above

 

        15  what it costs to regulate it.

 

        16                VICE-CHAIRMAN EDERER:  How much do you

 

        17  make off it?

 

        18                MR. FENOGLIO:  How much do I make?

 

        19                VICE-CHAIRMAN EDERER:  Yes, your group.

 

        20                MR. FENOGLIO:  Texas Charity Advocates?

 

        21                VICE-CHAIRMAN EDERER:  Yes.

 

        22                MR. FENOGLIO:  I don't have that number

 

        23  in front of me.  Several million.

 

        24                VICE-CHAIRMAN EDERER:  Several million,

 

        25  yes.
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         1                In El Paso, when the Tiguas were there,

 

         2  that was a long time ago.  The Tiguas were only there

 

         3  for a short period of time and then they went out of

 

         4  business.  The bingo continued to flourish.  And it

 

         5  flourished for -- it is still very much flourishing.

 

         6  But at the same time, right now to this day, there is a

 

         7  huge casino sitting in Sunland Park.  However, bingo is

 

         8  still flourishing.

 

         9                MR. FENOGLIO:  It's not what it was

 

        10  before, and the Tiguas are still operating hundreds of

 

        11  slot style machines today.

 

        12                VICE-CHAIRMAN EDERER:  And you're still

 

        13  flourishing, though.

 

        14                MR. FENOGLIO:  Flourishing?  Half?  You

 

        15  consider half your -- cutting your revenue

 

        16  flourishing?  I don't.

 

        17                VICE-CHAIRMAN EDERER:  The bottom line is

 

        18  that you are afraid of the competition.  Is that

 

        19  correct?

 

        20                MR. FENOGLIO:  We don't have a tool to

 

        21  compete with.  We know for a fact there will be halls

 

        22  that will be closed, just as in El Paso, just as in

 

        23  Missouri.  Kingsville, Texas, when they had open

 

        24  eight-liner style gaming, the number of charities that

 

        25  were conducting bingo in Kingsville, Texas, and Corpus
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         1  to the north were cut in half because the State would

 

         2  not regulate the illegal cash-paying eight-liner game

 

         3  rooms.

 

         4                So are we scared of competition?  Yes.

 

         5  When the competition has an automatic weapon and we're

 

         6  still using a bow and arrow, you bet.

 

         7                VICE-CHAIRMAN EDERER:  Didn't you just

 

         8  try to get yourself a new weapon and that didn't pass?

 

         9                MR. FENOGLIO:  I'm sorry.  Are you

 

        10  talking about in the legislative session?

 

        11                VICE-CHAIRMAN EDERER:  Yes, the little

 

        12  pull tabs.

 

        13                MR. FENOGLIO:  I don't believe we

 

        14  proposed that in the last legislative session.  We have

 

        15  proposed pull tabs, yes.  And Mr. Kohler opposed it.

 

        16                VICE-CHAIRMAN EDERER:  Thank you.

 

        17                MR. FENOGLIO:  Thank you.

 

        18                CHAIRMAN SCHMIDT:  Thank you, sir.

 

        19                We have a little more time.  Mr. Boyce

 

        20  from Flower Mound?

 

        21                MR. BOYCE:  Commissioners, my name is Tim

 

        22  Boyce.  I'm from Flower Mound, Texas.  I am director of

 

        23  sales for Fasig-Tipton.  We conduct the Thoroughbred

 

        24  auctions here in Texas and have for a number of years.

 

        25  We've been in Lone Star Park with our office for --
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         1  since '97 when I got here.

 

         2                I've always thought that the sales can

 

         3  mirror the racing around it.  And if that's the case,

 

         4  looking in the mirror, I can tell you it's not doing

 

         5  well.  Back in 2008, less than 10 years ago, we were

 

         6  the best in the southwest.  We had the biggest sale.

 

         7  The other sales in the states around us were

 

         8  collectively not even maybe three quarters of what we

 

         9  were.

 

        10                Now, as of last year, we were outhandled

 

        11  by two other sales.  And the reason being is that

 

        12  Texas-breds, which used to be twice the value of a

 

        13  Louisiana-bred, last year fell to being half of what a

 

        14  Louisiana-bred is worth, average, at the sale.  The

 

        15  Louisiana-breds have gone up, of course, and

 

        16  Texas-breds, unfortunately, have headed downwards.  And

 

        17  that's ebbing downwards with a drastic decrease in

 

        18  product.

 

        19                So with your supply and demand, you would

 

        20  expect, as the horse business experienced in 2010, the

 

        21  averages actually went up because there was less

 

        22  horses.  But we have less Texas-breds and they're still

 

        23  selling for less.

 

        24                Now, when you all made the announcement

 

        25  and we were going to have it on the agenda in August,

 

 

 

 

�                                                               83

 

 

 

 

         1  we had originally combined our yearling sale -- to

 

         2  create a critical mass, we put it together with a mixed

 

         3  sale because we were losing critical mass to have a

 

         4  viable sale.  And it was well received by Lone Star and

 

         5  we were going to have our sale on October 13th and we

 

         6  were limited to a number of stalls because of the race

 

         7  meet going on at the time.  But what's happened was

 

         8  when we -- when everyone thought we were going to have

 

         9  the historical racing, I was overbooked.  I had more

 

        10  horses than I could have stalls, which I've never had

 

        11  that experience before.  It was a good experience.

 

        12                CHAIRMAN SCHMIDT:  30 more seconds.

 

        13                MR. BOYCE:  But now I had 80 horses pull

 

        14  out when the announcement -- when it was taken off the

 

        15  agenda.  So it's that dramatic, I think, how it will

 

        16  affect horse racing, if it is as dramatic as it has

 

        17  affected the sales.

 

        18                And I was called by one particular person

 

        19  to let -- he wanted me to convey this.  Tom Durant, who

 

        20  has been the leading owner in Lone Star for many years,

 

        21  who probably has won it more than anyone else, he is

 

        22  getting out of Texas racing.  His plans are now to get

 

        23  out of Texas racing.  And he wanted me to present that

 

        24  just because it had to be said.

 

        25                Thank you.

 

 

 

 

�                                                               84

 

 

 

 

         1                CHAIRMAN SCHMIDT:  Any questions of

 

         2  Mr. Boyce?

 

         3                Sir, just -- you used to have two sales,

 

         4  correct?  Are you down to one now?

 

         5                MR. BOYCE:  We used to have three and now

 

         6  we have two.  We had to combine the mixed sale and the

 

         7  yearling sale.  Now, the yearling sale at one point,

 

         8  and the general sale, they were two days.  Now we're

 

         9  one brief afternoon.

 

        10                CHAIRMAN SCHMIDT:  Thank you, sir.  Thank

 

        11  you very much for coming down here.

 

        12                MR. BOYCE:  Thank you.

 

        13                CHAIRMAN SCHMIDT:  Anatole Barnstone?

 

        14                MR. BARNSTONE:  Good afternoon,

 

        15  Commissioners.  My name is Anatole Barnstone.  I

 

        16  represent the Institute for Disability Access d/b/a

 

        17  ADAPT of Texas.  We're a licensed bingo charity.  I'm

 

        18  here to testify about the impact of the proposed rules

 

        19  on bingo in general and ADAPT in particular.

 

        20                ADAPT empowers disabled Texans to obtain

 

        21  access to government facilities, housing, schools, and

 

        22  transportation.  We host bingo at Big Star Bingo in

 

        23  Austin, Texas.  We earn about a hundred thousand

 

        24  dollars a year in bingo revenue, and that constitutes

 

        25  71 percent roughly of the total revenue that ADAPT
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         1  obtains.  ADAPT testified in a recent Federal case that

 

         2  I was a part of, VFW versus Texas Lottery Commission,

 

         3  that it could not be nearly as effective as it is today

 

         4  without that bingo revenue.

 

         5                The proposed rule would have a

 

         6  catastrophic impact on bingo revenue.  Some recent

 

         7  examples -- and I'll refer to the chart now on page --

 

         8  I believe it's eight.  Bingo revenue peaked in Texas in

 

         9  1991.  It's stagnated or declined ever since then.

 

        10  1991, as the Commission may be aware, is the year the

 

        11  State lottery was enacted.  That's what I would refer

 

        12  to as the Commissioner called competition.  That's

 

        13  competition.

 

        14                Here's what happens in the bows and

 

        15  arrows versus machine gun situation that we talked

 

        16  about.  In other states, in Louisiana, video poker was

 

        17  adopted in 1995.  Pull tab revenue dropped from 200

 

        18  million dollars to 80 million dollars in just a few

 

        19  short years.  That's a 60 percent decline.  In

 

        20  Washington State, they authorized tribal gaming in 1998

 

        21  and bingo net receipts declined from 48 million to 12

 

        22  million.  And that's a 75 percent decline in revenue.

 

        23                The industry has attempted to counter

 

        24  that by saying that in their research that in a

 

        25  particular county in Kentucky, bingo revenue actually
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         1  increased one percent in that county when these instant

 

         2  racing machines were adopted.

 

         3                CHAIRMAN SCHMIDT:  30 more seconds.

 

         4                MR. BARNSTONE:  We just submit that the

 

         5  one percent increase is not significant and the one

 

         6  county is not really representative of the experience

 

         7  of bingo in many other states, including in Kentucky

 

         8  where bingo revenue has dropped.

 

         9                Charities that rely on bingo cannot

 

        10  afford a 60 or 70 percent decline in revenue.  Many of

 

        11  them, most of which are within 50 miles of licensed

 

        12  racetracks, would go out of business.

 

        13                In sum, Commissioners, instant racing

 

        14  devices, historical racing, is not the sort of thing

 

        15  that the Commission should be adopting in the absence

 

        16  of legislative approval and, I would submit, in the

 

        17  absence of a constitutional amendment.

 

        18                Thank you for your time.

 

        19                CHAIRMAN SCHMIDT:  Thank you, sir.

 

        20                Any questions?

 

        21                Okay.  Thank you.

 

        22                MR. BARNSTONE:  Thank you, sir.

 

        23                CHAIRMAN SCHMIDT:  Then one more, Robert

 

        24  Francis from Dallas.

 

        25                Mr. Francis?
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         1                MR. FRANCIS:  I have been a Thoroughbred

 

         2  breeder since the '80's.  Eight years ago I sold my

 

         3  farm in North Texas and have been breeding out of state

 

         4  ever since.  I think I represent a whole bunch of

 

         5  people that would come back and bring that business to

 

         6  Texas if you pass historical racing.  We hope you

 

         7  will.

 

         8                Thank you.  Any questions?

 

         9                CHAIRMAN SCHMIDT:  Where did you move

 

        10  your farm to, sir?

 

        11                MR. FRANCIS:  Pardon?

 

        12                CHAIRMAN SCHMIDT:  Where did you move

 

        13  your farm to, sir?

 

        14                MR. FRANCIS:  I don't have a farm

 

        15  anymore, but I breed in Kentucky.

 

        16                CHAIRMAN SCHMIDT:  Any other questions?

 

        17                Thank you, sir.

 

        18                Okay.  I'd like to ask the pari-mutuel

 

        19  advisory committee members, Vice-Chair Ederer,

 

        20  Dr. Martin, and Dr. Steen, if they have anything to

 

        21  add.

 

        22                VICE-CHAIRMAN EDERER:  Well, yes.  The

 

        23  committee did spend a considerable amount of time.  We

 

        24  had a number of meetings.  We have reviewed, I think,

 

        25  just about everything that has been submitted to us.
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         1  We feel, as a committee, that we do have the authority

 

         2  as a Commission to vote in favor of the rule, to pass

 

         3  the rule that would allow historical racing.

 

         4                We feel that as far as the footprint of

 

         5  gambling on Texas that that is -- that that would not

 

         6  happen.  The only people that will have the machines

 

         7  are the active tracks.  They will be controlled by the

 

         8  Commission.  We believe that the impact on the

 

         9  community will be very positive.  It will not have a

 

        10  negative effect.  And we believe that the community

 

        11  definitely does support historic gambling.

 

        12                And that is my report.

 

        13                CHAIRMAN SCHMIDT:  Thank you, sir.

 

        14                Do you have anything to add, Dr. Martin?

 

        15                COMMISSIONER MARTIN:  I do.  I think

 

        16  everybody on the Commission has done their due

 

        17  diligence on this and listened to both sides of the

 

        18  stories and have been as transparent as we can be.

 

        19                You know, I look out over the audience,

 

        20  and I have for the last five years on this Commission,

 

        21  and not at the racetracks necessarily, but at the horse

 

        22  people.  And you heard Ken Carson, you heard Rob

 

        23  Francis, and these people, horsemen that have been in

 

        24  the horse business for 30, 40, 50 years, and want

 

        25  nothing more than to be able to be competitive with the
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         1  surrounding states.

 

         2                And looking at all of this, I think this

 

         3  is one way that we can certainly try to get a little

 

         4  bit on a fairer playing ground.

 

         5                CHAIRMAN SCHMIDT:  Thank you.

 

         6                Commissioner Steen, do you have anything

 

         7  to add?

 

         8                COMMISSIONER STEEN:  I don't have much

 

         9  more to add.  I'll just say that I'm a fairly new

 

        10  Commissioner and don't have all the background that the

 

        11  others did on the committee, but -- so with a new

 

        12  perspective I looked at this.  And we believe that we

 

        13  have the authority to pass the rules and I personally

 

        14  think it would be beneficial for the industry and for

 

        15  the State.

 

        16                CHAIRMAN SCHMIDT:  Thank you.

 

        17                Commissioner Leon, you said you had a

 

        18  comment?

 

        19                MS. LEON:  Yes.  I have a statement that

 

        20  I worked on here that I would like to prepare -- that

 

        21  I've prepared.

 

        22                As you know, Chairman, I serve on the

 

        23  Commission as an ex officio member because of my role

 

        24  as chairman of the Public Safety Commission.  So I

 

        25  believe that my responsibility on this Commission is to
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         1  be a voice for law enforcement in general and a voice

 

         2  for DPS specifically.

 

         3                In considering the appropriateness of

 

         4  these rules, I've consulted with both law enforcement

 

         5  resources and legal resources at DPS.  I'm going to

 

         6  vote against the adoption of the proposed rules on

 

         7  historic racing because we've concluded that the Racing

 

         8  Commission has no authority to expand gambling in

 

         9  Texas.

 

        10                I know there's been a variety of legal

 

        11  opinions on this; but rather than picking among various

 

        12  legal opinions, we should allow the Attorney General an

 

        13  opportunity to provide an authoritative opinion before

 

        14  moving ahead, which I know that one Representative has

 

        15  asked for.

 

        16                We believe that this type of gambling may

 

        17  be something that the Legislature could favor and will

 

        18  consider in the future, but I do not believe it is

 

        19  appropriate for this Commission to move forward in the

 

        20  face of numerous legislators asking us not to.

 

        21                I understand that historic racing may

 

        22  represent an economic lifeline for the racing industry

 

        23  in Texas and I want you to know that the industry needs

 

        24  to survive and thrive and believe in that.  But as a

 

        25  representative of law enforcement in Texas, I cannot
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         1  agree to an expansion of gambling unless it is clear

 

         2  that the Legislature has intended to allow that

 

         3  expansion.

 

         4                Thank you.

 

         5                CHAIRMAN SCHMIDT:  Good statement.  Thank

 

         6  you, Commissioner Leon.

 

         7                COMMISSIONER ABER:  Could I make a

 

         8  comment on that?

 

         9                CHAIRMAN SCHMIDT:  Yes, sir.

 

        10                COMMISSIONER ABER:  We already have

 

        11  gambling in Texas.  We have it at the Kickapoo in Eagle

 

        12  Pass and we have it in the eight-liners everywhere.

 

        13  And it's already here.  And we have pari-mutuel.  And I

 

        14  don't think there's any question that it's legal here

 

        15  in Texas because it's pari-mutuel.  And I think we have

 

        16  the authority to do it and we should.

 

        17                CHAIRMAN SCHMIDT:  Commissioner

 

        18  O'Connell, did you want to make a statement now or when

 

        19  we vote?

 

        20                MS. O'CONNELL:  Well, we just take note

 

        21  that the vote that is being called for today is a vote

 

        22  to allow the implementation of historic racing, but the

 

        23  Comptroller remains concerned about the threshold

 

        24  question of the Commission's authority to vote on these

 

        25  rules.
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         1                And while we appreciate the legal advice

 

         2  that Mr. Fenner has given the Commission, we also

 

         3  appreciate the legal briefs that have been submitted by

 

         4  many, many parties that gave a lot of detailed

 

         5  arguments that show -- that support the position that

 

         6  the Commission does not have the authority to proceed

 

         7  on -- proceed with making these rules.

 

         8                So because of that, the Comptroller will

 

         9  be abstaining on the vote to implement these rules

 

        10  because the authority is not clear.

 

        11                CHAIRMAN SCHMIDT:  Does anyone -- has

 

        12  everyone had their say?  Any other questions of

 

        13  Mr. Fenner?

 

        14                Okay.  I'll certainly entertain a motion

 

        15  to adopt, not adopt, or table the proposed amendments

 

        16  and new rules as described in Sections V-B through V-Y,

 

        17  including the modifications marked on pages 192 and

 

        18  194.

 

        19                COMMISSIONER MARTIN:  I make a motion to

 

        20  approve the rules.

 

        21                VICE-CHAIRMAN EDERER:  And I second it.

 

        22                CHAIRMAN SCHMIDT:  So there's a motion to

 

        23  adopt the proposed amendments, V-B through V-Y, from

 

        24  Dr. Martin and seconded from Vice-Chair Ederer.

 

        25                Is anyone opposed to voting on all the
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         1  rules at one time?

 

         2                Okay.  I think, Ms. Welch, we ought to do

 

         3  a roll call on this vote.  Okay?

 

         4                MS. WELCH:  All right.

 

         5                Chairman Robert Schmidt?

 

         6                CHAIRMAN SCHMIDT:  In favor of adoption.

 

         7  In favor.

 

         8                MS. WELCH:  Chairman Robert Schmidt?  I

 

         9  am sorry.

 

        10                CHAIRMAN SCHMIDT:  I'll have three

 

        11  votes.

 

        12                MS. WELCH:  Commissioner Ron Ederer?

 

        13                VICE-CHAIRMAN EDERER:  I'm in favor of

 

        14  adoption.

 

        15                MS. WELCH:  Commissioner Gloria Hicks?

 

        16                COMMISSIONER HICKS:  In favor.

 

        17                MS. WELCH:  Commissioner Michael Martin?

 

        18                COMMISSIONER MARTIN:  In favor.

 

        19                MS. WELCH:  Commissioner Vicki Weinberg?

 

        20                COMMISSIONER WEINBERG:  In favor.

 

        21                MS. WELCH:  Commissioner Gary Aber?

 

        22                COMMISSIONER ABER:  In favor.

 

        23                MS. WELCH:  Commissioner John Steen?

 

        24                COMMISSIONER STEEN:  In favor.

 

        25                MS. WELCH:  Commissioner Ann O'Connell?
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         1                MS. O'CONNELL:  Abstain.

 

         2                MS. WELCH:  Commissioner Cynthia Leon?

 

         3                MS. LEON:  No.

 

         4                CHAIRMAN SCHMIDT:  So I think the motion

 

         5  carries seven, one, and one, so the rules have now been

 

         6  adopted.

 

         7                Moving on to the next item, proposal to

 

         8  amend Rule 319.364, Testing for Androgenic-Anabolic

 

         9  Steroids.

 

        10                Mr. Fenner, can you bring us up to date?

 

        11                MR. FENNER:  Yes, sir.  The proposed

 

        12  change would remove the specific steroid threshold

 

        13  levels from the rule and instead allow the executive

 

        14  director to set those levels under the broad authority

 

        15  granted to him by Rule 319.3.  This change would

 

        16  provide more flexibility to follow the guidance

 

        17  provided by ARCI through its model rules and Uniform

 

        18  Classification of Foreign Substances.

 

        19                This rule was published in the Texas

 

        20  Register on June 27th and the rules committee invited

 

        21  discussion at its meeting on July 29.  There were no

 

        22  comments, and the committee authorized staff to bring

 

        23  the proposal to the full Commission for possible

 

        24  adoption.

 

        25                CHAIRMAN SCHMIDT:  Devon, any public
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         1  comment at all?

 

         2                MS. BIJANSKY:  No.

 

         3                CHAIRMAN SCHMIDT:  Okay.  This really

 

         4  gives you the latitude to do what you need to do in a

 

         5  changing environment.  Is that right, Chuck,

 

         6  Mr. Trout?

 

         7                MR. TROUT:  Yes, sir.

 

         8                CHAIRMAN SCHMIDT:  Okay.  Commissioner

 

         9  O'Connell, do you have anything to add from the rules

 

        10  committee perspective?

 

        11                MS. O'CONNELL:  No, I don't.

 

        12                CHAIRMAN SCHMIDT:  Any further

 

        13  discussion?

 

        14                Okay.  I'll certainly entertain a motion

 

        15  to adopt the proposed amendment to Rule 319.364 as

 

        16  published in the Texas Register.

 

        17                Commissioner Weinberg, a motion, seconded

 

        18  by Ms. Hicks.

 

        19                All those in favor signify by saying

 

        20  aye.

 

        21                COMMISSIONERS:  Aye.

 

        22                CHAIRMAN SCHMIDT:  Closing of rule

 

        23  reviews.  Mark, can you discuss that we're going to

 

        24  close Chapters 313 and 315?

 

        25                MR. FENNER:  Yes, sir.  The Government
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         1  Code requires that each State agency review all of its

 

         2  rules at least once every four years, and during the

 

         3  review you have to assess whether the reasons for

 

         4  adopting the rules continue to exist.

 

         5                The Commission opened the review of

 

         6  Chapters 313 and 315 in October of 2013, and on pages

 

         7  207 through 212 of the packet is the table of contents

 

         8  of each chapter and the rules that have been modified

 

         9  during the review are marked.

 

        10                We've received no comments during this

 

        11  review period other than those that were made during

 

        12  the amendments to those specific rules, so we would

 

        13  recommend the readoption of the remaining rules in

 

        14  Chapters 313 and 315.

 

        15                CHAIRMAN SCHMIDT:  Okay.  Is there any

 

        16  public comment, Devon?  No?

 

        17                Okay.  Any discussion?

 

        18                I'll certainly entertain a motion to

 

        19  readopt the remaining portions of Chapters 313 and

 

        20  315.

 

        21                Is there a motion?

 

        22                COMMISSIONER MARTIN:  Motion.

 

        23                CHAIRMAN SCHMIDT:  Motion, Dr. Martin.

 

        24                COMMISSIONER STEEN:  Second.

 

        25                CHAIRMAN SCHMIDT:  Second, Commissioner
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         1  Steen.

 

         2                All those in favor signify by saying

 

         3  aye.

 

         4                COMMISSIONERS:  Aye.

 

         5                CHAIRMAN SCHMIDT:  Anyone opposed?

 

         6                Okay.  We've readopted Chapters 313 and

 

         7  315.

 

         8                Opening of rule reviews, Chapters 307 and

 

         9  323.  Mark, can you bring us up to date on this?

 

        10                MR. FENNER:  Yes, sir.  This is the same

 

        11  process as what we just closed except this would be

 

        12  opening up the review of Chapters 307 and 323.  We last

 

        13  completed the reviews of these chapters in June of

 

        14  2011, so it's time to re-examine those rules.

 

        15                CHAIRMAN SCHMIDT:  Good.  We've come full

 

        16  circle now.

 

        17                MR. FENNER:  That's right.

 

        18                CHAIRMAN SCHMIDT:  Any public comment,

 

        19  Ms. Bijansky?  No?

 

        20                Okay.  Any discussion by the Commission?

 

        21                I'll certainly entertain a motion to

 

        22  publish Chapters 307 and 323 in the Texas Register for

 

        23  rule review and request public comment.

 

        24                A motion by Commissioner Steen, seconded

 

        25  Dr. Martin?
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         1                COMMISSIONER MARTIN:  Yes.

 

         2                CHAIRMAN SCHMIDT:  Great.

 

         3                All those in favor signify by saying

 

         4  aye.

 

         5                COMMISSIONERS:  Aye.

 

         6                CHAIRMAN SCHMIDT:  Anyone opposed?

 

         7                Okay.  There is no executive session.

 

         8                I think we tentatively scheduled -- at

 

         9  the request of some Commissioners, we're still

 

        10  tentatively scheduled for the 13th of October for the

 

        11  next meeting.

 

        12                MR. FENNER:  The 14th, I believe.

 

        13                CHAIRMAN SCHMIDT:  The 14th of October, a

 

        14  Tuesday.

 

        15                MS. LEON:  Whatever that Tuesday is.

 

        16                MR. FENNER:  The 14th is a Tuesday.

 

        17                CHAIRMAN SCHMIDT:  We did have some

 

        18  travel dates around then, so if you could just

 

        19  double-check your schedule.  And I would also ask you

 

        20  to -- I had some Commissioners ask if we could consider

 

        21  having a November meeting as opposed to -- the meeting

 

        22  the week before Christmas is a little awkward.

 

        23                And so let Mrs. -- Mary Welch will just

 

        24  send you a questionnaire.  We'll just give you some

 

        25  dates.  There's no planned or unplanned reason other
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         1  than there's been some thought that maybe our meeting

 

         2  the week before Christmas just isn't a good time.  So

 

         3  if there's some strong feelings about that, we can

 

         4  change.

 

         5                MR. FENNER:  Mr. Chairman, before you

 

         6  conclude the meeting, I did want to ask the

 

         7  Commissioners -- we have the order on Ms. Crowson's

 

         8  case that has to be signed by each member; so if we can

 

         9  get your signatures before we leave today, that would

 

        10  really expedite things.

 

        11                CHAIRMAN SCHMIDT:  Okay.  So the time now

 

        12  is 12:24 and we're adjourned.

 

        13                (Proceedings concluded at 12:24 p.m.)
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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 4th day of September, 2014.
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