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P R O C E E D I N G S 1 

------------------------------------------------------ 2 

    CHAIRMAN:  Next we have a Joint 3 

Petition from Eldorado Resorts, Churchill Downs and 4 

LLN PA for Approval of Transfer of Interest in the 5 

Management Company Licensee - in a Management Company 6 

Licensee for Lady Luck Casino at Nemacolin. 7 

    ATTORNEY HAYES:  Good morning, 8 

Chairman Barasch and - oh, sorry. 9 

    CHAIRMAN:  Again, I would ask that 10 

anybody that's going to speak today, please state and 11 

spell your name for the court reporter before you 12 

speak.  And additionally, I'd like to have all  13 

non-attorney witnesses please stand at this time to be 14 

sworn in. 15 

--- 16 

WITNESSES SWORN EN MASSE 17 

--- 18 

    CHAIRMAN:  Thank you. 19 

    Now, you can begin. 20 

    ATTORNEY HAYES:  Good morning, Mr. 21 

Chairman, Members of the Board.  I am Kevin Hayes,  22 

H-A-Y-E-S, of the law firm Doherty Hayes. 23 

    And I appear on behalf of Petitioners 24 

Churchill Downs, Incorporated and LLN PA, LLC in 25 
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connection with the Joint Petition for approval of the 1 

Transfer of Interest in the Management Company License 2 

for Lady Luck Casino Nemacolin. 3 

    This Petition was filed jointly with 4 

Eldorado Resorts, who is the current owner of the 5 

management company which operates Lady Luck Casino 6 

Nemacolin. 7 

    Do you have the PowerPoint in front of 8 

you, Mr. Chairman? 9 

    CHAIRMAN:  Yes, we do. 10 

    ATTORNEY HAYES:  We recognize that 11 

this is Churchill Downs's fourth appearance before 12 

this Board for a hearing since August.  And the Board 13 

is very familiar with Churchill Downs's business 14 

background.  So, we will do our best to keep the 15 

presentation brief. 16 

    Appearing with me today are the 17 

following representatives of Churchill Downs; Austin 18 

Miller, Senior Vice President of Gaming Operations;  19 

Craig Robinson, Vice President of Casino Operational 20 

Finance; Cathy Beeding, Senior Counsel and Corporate 21 

Compliance Officer; Chad Riney, Corporate Counsel for 22 

Churchill Downs.   23 

    Also in attendance with us here today 24 

is Gary Hendricks, who is the current General Manager 25 
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for Lady Luck Casino Nemacolin, who would remain in 1 

that position, should the Board approve the 2 

transaction before you today. 3 

    On August 13th, 2018, Churchill Downs 4 

announced that it had entered into a definitive 5 

agreement to assume management of Lady Luck Casino 6 

Nemacolin and acquire certain assets related to the 7 

management of the casino from Eldorado Resorts and 8 

IOC-PA, LLC. 9 

    We are here today to request the 10 

Board's approval of this transaction.  Upon approval 11 

of this Petition and the closing of the transaction, 12 

Lady Luck Casino Nemacolin would be operated by LLN 13 

PA, LLC, a wholly-owned indirect subsidiary of 14 

Churchill Downs. 15 

    LLN PA has filed a Management Company 16 

License Application with the Bureau of Licensing.  And 17 

I believe that license is on today's meeting Agenda. 18 

    At this time I'd like to introduce 19 

Austin Miller, Churchill Downs Senior Vice President 20 

for Gaming Operations to provide an overview of 21 

Churchill Downs's operations and Gaming Enterprises. 22 

    Austin? 23 

    MR. MILLER:  Thank you, Kevin. 24 

    Mr. Chairman, Members of the Board, my 25 
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name is Austin Miller, A-U-S-T-I-N, M-I-L-L-E-R.   1 

    And while Churchill Downs may be best 2 

known for a spectacular event that started in 1875, is 3 

the longest continuously held sporting event in the 4 

United States and is known as the greatest two minutes 5 

in sports, we've become so much more.   6 

    Today we're a $3.6 billion company 7 

with a collection of racetracks, casinos, online and 8 

sports operation that span the nation. 9 

    Our assets represent three 10 

entertainment categories:  Racing with seven different 11 

racetracks.  Casinos, now that we closed the Rivers' 12 

transaction yesterday, nine casinos in eight states 13 

with nearly 11,000 gaming positions and two 14 

sportsbooks.  And then online wagering, including 15 

TwinSpires.com and BetAmerica Sports Betting (sic). 16 

    As you know, we already have a 17 

presence in Pennsylvania, thanks for your approval for 18 

us to move forward with the acquisition of Presque 19 

Isle Downs and Casino on January 9th.  That 20 

transaction closed on January the 11th. 21 

    Here you see a map of our assets that 22 

operate from coast to coast, from Oregon and 23 

California to Maine and Florida.   24 

    With that, I'll turn it over to Craig 25 
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Robinson, Vice President of Casino Operational 1 

Finance. 2 

    MR. ROBINSON:  Good morning, Chairman, 3 

Commissioners.  Pleasure to present to you again 4 

today.  My name is Craig Robinson, R-O-B-I-N-S-O-N.  5 

And as Mr. Miller said, I'm Vice President of Casino 6 

Operational Finance. 7 

    I'm excited to talk to you about the 8 

continued health of Churchill Downs, as we continue to 9 

do business in your state.   10 

    The graph that we have charts our 11 

progress over the last three years ending in 2017, an 12 

impressive growth strategy.  Last week we filed our 13 

annual financial statements with the SEC. 14 

    As an update to this, in 2018 we 15 

crested over a billion dollars in top line revenue, 16 

which represents a three-year combined average growth 17 

rate of just over 8.7 percent on revenue.  We've done 18 

this a multitude of ways through acquisitions, but 19 

we've also invested wisely in our existing casino 20 

assets, to make sure that we continue to drive topline 21 

revenue and continue to be an attractive investment 22 

vehicle for our outside investors. 23 

    Specifically drilling down into our 24 

casino segment, again another impressive growth story 25 
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here.  For the three years ending in 2017, it shows a 1 

three percent combined average growth rate.  When we 2 

update this for the financials that were just filed 3 

last week for 2018, we had eclipsed $411 million in 4 

topline revenue, which is a 7.8 percent combined 5 

average growth rate over the last three years. 6 

    As Mr. Miller said, we continue to 7 

acquire assets that fit our investment profile and 8 

make sure that we invest wisely in those existing 9 

assets.   10 

    Four points that I'd like to leave you 11 

with, specifically about our financial health.  One, 12 

we have relatively low leverage, so we have a very 13 

healthy balance sheet.  We're not overburdened with 14 

debt.   15 

    Two, we have consistent growth, as I 16 

just walked you through.   17 

    This generates the third point, which 18 

is strong free cash flow, which gives us the ability 19 

to reinvest in our properties where it makes financial 20 

sense to do that. 21 

    And the fourth point is, we have a 22 

disciplined reinvestment strategy, to make sure that 23 

we are taking advantage of those opportunities. 24 

    It's my pleasure now to turn this over 25 
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to Cathy Beeding, our Senior Counsel and Corporate 1 

Compliance Officer to discuss with you about our 2 

diversity plan.  Thank you. 3 

    ATTORNEY BEEDING:  Good morning.  It's 4 

a pleasure to be here.  I'm Cathy Beeding, C-A-T-H-Y, 5 

B-E-E-D-I-N-G. 6 

    I'm going to spend a couple of minutes 7 

chatting with you a little bit about diversity at 8 

Churchill Downs and our expectations at Lady Luck 9 

Nemacolin post-closing. 10 

    Churchill Downs, following a long 11 

tradition of corporate social responsibility, has been 12 

committed to workplace diversity for decades.  This 13 

slide depicts the Senior Leadership Team at our  14 

brick-and-mortar casinos, where over 50 percent are 15 

women and minorities. 16 

    Further, nurturing our neighbors, 17 

vendors, suppliers and partners, through an engaged 18 

consistent and positive focus on diversity, is an 19 

effort Churchill Downs cares about deeply. 20 

    Post-closing at Lady Luck Nemacolin, 21 

we intend to maintain our commitment to diversity, as 22 

set forth in the property's diversity plan.  As we 23 

integrate Lady Luck Nemacolin into the Churchill Downs 24 

family, we expect to grow upon past initiatives to 25 
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assure our commitment to diversity remains strong and 1 

steadfast. 2 

    As an example of Churchill Downs' 3 

commitment to vendor diversity, in 2018, our vendors 4 

included over 500 minority, women, veteran and 5 

disadvantaged business enterprises, representing over 6 

$17 million in vendor spend. 7 

    With that, I'm going to turn back over 8 

to Austin to talk a little more about the acquisition. 9 

    MR. MILLER:  As you know, Lady Luck 10 

Nemacolin operates 600 slot machines and 27 table 11 

games.  And we're seeking to be the management company 12 

for Woodlands Fayette, LLC, a Category 3 Licensee.   13 

    As we told you back in January, we've 14 

been interested in doing Pennsylvania - doing business 15 

in Pennsylvania for quite some time, and we're excited 16 

about the opportunity to partner with Nemacolin, a 17 

world-class resort. 18 

    We expect the transition of Lady Luck 19 

Nemacolin to be relatively seamless, as a general 20 

manager who is with us here today, Gary Hendricks, and 21 

the management team will remain at the helm. 22 

    The team members of Lady Luck will 23 

also enjoy access to comparable benefits package, 24 

including the company's health plans, a 401(k) plan 25 
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and a unique and very beneficial opportunity to become 1 

shareholders in the parent company, via our Employee 2 

Stock Purchase Program. 3 

    Kevin? 4 

    ATTORNEY HAYES:  Very briefly, Members 5 

of the Board.  And for purposes of the record, we 6 

respectfully submit that the Board's approval of this 7 

transaction is consistent with Section 440(a)(5)(c) of 8 

the Board's Regulations, in that Churchill Downs, an 9 

affiliation with both Presque Isle Downs and Lady Luck 10 

Casino Nemacolin, will not create a monopoly on the 11 

control of the licensed gaming facilities in the 12 

Commonwealth. 13 

    Specifically, together, these two 14 

properties generated six percent of the total slot 15 

revenues and two percent of the total game revenues in 16 

2018. 17 

    In closing, it is respectfully 18 

submitted that in approving the Petition and 19 

permitting LLN PA to become the management company of 20 

Lady Luck Casino will result in strategic advantages 21 

for the Category 3 Facility, which can result in 22 

greater gaming revenues for the property and for the 23 

benefit of the Commonwealth. 24 

    Again, Churchill Downs brings a strong 25 
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brand with extensive operational experience and 1 

multiple jurisdictions and is uniquely qualified to 2 

make this particular casino successful. 3 

    In closing, Churchill Downs looks 4 

forward to welcoming Lady Luck Casino and its 5 

employees to its team and working with the Gaming 6 

Control Board to continue growing and advancing the 7 

gaming industry in Pennsylvania. 8 

    For all the foregoing reasons, Mr. 9 

Chairman and Members of the Board, we respectfully 10 

request your approval of this Petition.   11 

    In addition, at the appropriate time, 12 

I would ask for approval of the Motion to Protect 13 

Confidential Information, which was submitted in 14 

conjunction with this Petition.  And also would move 15 

for the PowerPoint presentation to be offered into 16 

evidence as Exhibit 1 of the presentation. 17 

--- 18 

 (Whereupon, Exhibit 1, Presentation, was marked  19 

 for identification.) 20 

--- 21 

    CHAIRMAN:  Thank you. 22 

    Questions or comments from Enforcement 23 

Counsel? 24 

    ATTORNEY MANIFESTO:  Good morning, 25 
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Chairman, Members of the Board.  Beth Manifesto,  1 

M-A-N-I-F-E-S-T-O, on behalf of the Office of 2 

Enforcement Counsel (OEC). 3 

    The OEC does not have an independent 4 

presentation for the Board, but we do have a few 5 

questions for the Petitioners.   6 

    First, is there a projected date for 7 

the closure of the proposed transaction? 8 

    ATTORNEY HAYES:  Austin, do you want 9 

to respond to that? 10 

    MR. MILLER:  Yeah.  We - we hope to 11 

close on Friday. 12 

    ATTORNEY MANIFESTO:  This Friday? 13 

    MR. MILLER:  Yes, ma'am. 14 

    ATTORNEY MANIFESTO:  And once the 15 

closing occurs, are you able to tell us, 16 

approximately, how much time will elapse before 17 

Churchill takes complete management control? 18 

    MR. MILLER:  It should be by  19 

mid-summer.  We have a Transition Services Plan in 20 

place with Eldorado to help support some of the 21 

systems as we transition many, if not all of the 22 

operating systems, over to Churchill. 23 

    ATTORNEY MANIFESTO:  And at this time, 24 

does Churchill foresee making any configuration of 25 
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physical changes to the property's gaming floor? 1 

    MR. MILLER:  Not at this time, due to 2 

SEC Regulations, we're limited somewhat in how much we 3 

can get involved in their operations.  So, over the 4 

course of the next several days and weeks, we'll spend 5 

a lot of time with Gary and his team, understanding 6 

what the priorities are, where the best use of capital 7 

infusion will be and to try to increase revenues. 8 

    ATTORNEY MANIFESTO:  So, at this time, 9 

is there any idea or update that you can present to 10 

us, as far as how you would go about increasing the 11 

casino's profitability. 12 

    MR. MILLER:  That'll touch a lot of 13 

points, starting with what games are offered on the 14 

floor, what marketing programs they have in place and 15 

what their advertising strategies are, all of which we 16 

will review with Gary and his team in detail in the 17 

coming days. 18 

    ATTORNEY MANIFESTO:  And lastly, is 19 

Churchill considering taking advantage of Section 20 

1305A1.2 of the Act and removing the requirement of 21 

the Patron Access Fee or the Patron of the Amenities 22 

requirement? 23 

    MR. MILLER:  Among the - my top 24 

priorities is to spend time with Gary and the team and 25 
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understand the economic pros and cons of doing that. 1 

And also have a conversation with Nemacolin, as it 2 

does impact their staffing and their revenue streams.  3 

    But yes, that is one of my priorities 4 

is to take a very hard close look at that. 5 

    ATTORNEY MANIFESTO:  Okay.  Thank you. 6 

    We don't have any other questions, but 7 

if I may, the OEC does not object to the transfer of 8 

interest in the management contract to Churchill.   9 

    The OEC does, however, ask that the 10 

conditions that we set forth in our Answer filed on 11 

February 15th of 2019 be made part of the Board's 12 

order, should the Board grant Petitioner's request, 13 

along with any other conditions the Board feels it 14 

should impose. 15 

    CHAIRMAN:  Thank you. 16 

    Any questions from the Board?  17 

Commissioner Manderino? 18 

    MS. MANDERINO:  Just actually - 19 

Enforcement Counsel very ably asked most of the 20 

questions that were running through my mind.   21 

    But one follow-up on the last question 22 

with regard to taking advantage of the change in the 23 

law with regard to resort licensing. 24 

    Did I understand your answer correctly 25 
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to say that the final decision about that is a 1 

Nemacolin decision? 2 

    MR. MILLER:  For sports wagering I 3 

believe it is, as they are the Licensee, but for 4 

lifting the Resort Fee, - 5 

    MS. MANDERINO:  Yeah. 6 

    MR. MILLER:  - that would be ours.  7 

But I do want to discuss it with them, because it does 8 

affect their staffing, and the revenue stream - it's 9 

for them. 10 

    MS. MANDERINO:  Okay.  Thank you. 11 

    CHAIRMAN:  Other questions from the 12 

Board at this time?  Anything further for you to 13 

offer, other than moving some things, I think? 14 

    ATTORNEY HAYES:  Mr. Chairman, we have 15 

reviewed the conditions that were identified by OEC, 16 

and we have no objection to them being included in the 17 

Board's order. 18 

    CHAIRMAN:  Thank you. 19 

    There are some motions now? 20 

    ATTORNEY HAYES:  And I would move for 21 

the admission of the PowerPoint presentation as 22 

Exhibit 1 to the - to today's hearing. 23 

    CHAIRMAN:  So moved. 24 

--- 25 
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 (Whereupon, Exhibit 1, Presentation, was  1 

 admitted.) 2 

--- 3 

    ATTORNEY HAYES:  And I would move for 4 

Board's approval of the Motion for Protective - or the 5 

Motion to Protect Confidential Information, which was 6 

submitted in conjunction with this decision. 7 

    CHAIRMAN:  So moved. 8 

    If there's no other further matters, 9 

we will take this up and vote on this in the Chief 10 

Counsel's portion of the Agenda.   11 

    Thank you all for coming. 12 

* * * * * * * 13 

HEARING CONCLUDED AT 10:27 A.M. 14 

* * * * * * * 15 
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