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PROCEZETDTINGS

CHATIRMAN: Next up Presque Isle,

Petition to Modify its Gaming Floor Plan.

Again I would ask that everybody
that's going to speak today, please state and spell
your name for the court reporter prior to
presentation. And additionally, at this time I'd
ask that all nonattorney witnesses who might Dbe

testifying today to please stand to be sworn at this

time.

WITNESSES SWORN EN MASSE

CHATIRMAN: You may begin.

ATTORNEY HAYES: Chairman Barasch, and
members of the Board, good morning. My name 1is
Kevin Hayes. That's, H-A-Y-E-S. With the law firm

Doherty Hayes.

I appear before you today on behalf of
PID, LLC and Churchill Downs, Incorporated, in
support of a Petition to Modify a Gaming Floor Plan
which includes a slot machine reduction.

Here with me today to describe the

proposed modifications and enhancements to Presqgue

Sargent's Court Reporting Service, Inc.
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Isle Downs Gaming Floor and to field any questions
that the Board may have regarding this Petition are
two representatives from Churchill Downs who have
traveled here from Kentucky, Austin Miller seated to
my right, who is the Senior Vice President of Gaming
Operations and John Matter who is Corporate Counsel
from Churchill Downs seated there at the end.

From Presque Isle Downs we have two
familiar faces to the Board, our Vice President and
General Manager at the property, Kevin O'Sullivan as
well as Dan Cuic, who is the Director of Slot
Operations in Sportsbook.

In this Petition, PID seeks the
approval of a revised Gaming Floor Plan identified
as OP-42, which allows for the operation of 1,525
slot machines, 40 table games and 50 sports wagering
kiosks at Presque Isle Downs & Casino. This revised
Gaming Floor Plan will maintain the current number
of tables and slot machine kiosks.

Under the revised Gaming Floor Plan
there will be a reduction of 41 slot machines, which
amounts to a 2.62 percent decrease in the total
number of slots that are available for play.

As part of this Petition, PID had

originally requested a reduction of 66 slot

Sargent's Court Reporting Service, Inc.
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machines, however, the Office of Enforcement Counsel
(OEC) had expressed concerns with PID operating at
the statutory minimum of 1,500 machines. And in
order to address those concerns, PID revised its
Gaming Floor Plan to allow for the operation of
1,525 slot machines.

The relief requested in this Petition
is part of a comprehensive and overall plan for
enhancing the Gaming Floor and the overall gaming
facility, which has been developed by Churchill
Downs, Incorporated since the time they took
possession of the property in January of this year.

As any change relating to a Category 1
Facility will impact horseracing and pari mutuel
operations, we have reached out to representatives
from the State Horse Racing Commission and provided
them with the revised plan and information relating
to this proposal.

Austin Miller will be the primary
presenter at today's hearing. Just briefly, by way
of background, Austin has served as the Churchill
Downs Senior Vice President of Gaming Operations for
the past six years and in that capacity oversees all
of Churchill Downs' racing and gaming operations at

facilities in eight states, including four

Sargent's Court Reporting Service, Inc.
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racetracks and ten gaming facilities.
At this time, Mr. Chairman, I would
like to turn it over to Austin Miller.

CHATRMAN: Very well.

Mr. Miller.

MR. MILLER: Good morning, Mr.

Chairman, members of the Board. My name 1is Austin
Miller, A-U-S-T-I-N, M-I-L-L-E-R.

Churchill Downs, as you know,
purchased Presque Isle Downs & Casino in January of
2019. And as experienced operators, we're
laser-focused on constantly improving the guest
experience and the revenue-generating potential of
Presque Isle.

Since purchasing the property, we've
made a number of significant investments in this -
with this in mind. A recent multimillion dollar
investment in sports wagering is just the latest
example of our endeavor to grow the business here in
Pennsylvania.

While there are more improvements to
come, we are here before you today to seek your
approval to vastly improve the guest experience and
facilitate the guest journey throughout our property

while interacting with our many offerings that

Sargent's Court Reporting Service, Inc.
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10

include slots, table games, Poker, sports wagering,
parimutuel wagering and a variety of food and
beverage outlets.

We truly appreciate your time and
thank you for the opportunity to be before you
today.

We always thought of Presque Isle as a
great brand. And one of our primary interests in
that particular property was the loyalty they have
dealt with their local customers. Since purchasing
it, we've made a number of investments. So far
already this year, to the tune of about $11.1
million, we've added the Bet America retail sports
betting outlet, including the License Fee.

As part of that project, we added 50
self-service terminals, 54 additional large format
TVs, replaced 26 - replaced 26 other TVs. We've
replaced the carpet and chairs in the newly
rebranded Churchill's Bourbon & Brew Restaurant.
Replaced the guest chairs in table games, replaced
the guest chairs in Poker and then added shuffle
machines in the Poker room.

Over the course of the remainder of
this year and next year, some additional

enhancements to the tune of about $4.2 million will

Sargent's Court Reporting Service, Inc.
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include a one-for-one replacement of 88 slot
machines, 88 current underperforming games would
replace brand new cutting edge games. Upgrading the
player tracking hardware, to provide additional
features and functionality for our guests. A
complete Gaming Floor replacement with pathways to
guide the guest throughout the facility. And then
to reconfigure the Gaming Floor to create a better
guest experience.

Speak of the carpet change, it creates
a great opportunity for us. And that opportunity is
to lay out the gaming floor and to create an
experience for the guests. And that new layout
will, number one, make it easier for guests to
traverse the floor, create opportunities to showcase
our newest and most successful slot product, create
a much more comfortable gaming experience with
smaller bank sizes and fewer middle seats.

If you've ever flown on Southwest
Airlines and got a C boarding pass, you know what I
mean.

It will help guide guests to all of
our exciting gaming and entertainment options. It
will increase the energy and excitement on the

floor, and it will increase the visibility of
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designated smoking versus nonsmoking gaming areas.

This reduction in game count from
1,566, we're proposing to go down to 1,525 games.

It's important to keep in mind that
fewer games does not mean less revenue. Although
that proposed new slot layout will cause a reduction
of 41 games, or as Kevin mentioned, 2.6 percent, it
should not have a negative impact on revenue. In
fact, our experience tells us it will create an
opportunity to grow revenue.

A small reduction in game count like
we are proposing only impacts revenue if, number
one, 1t constrains supply or there's a shortage of
games for guests to play. Two, games being removed
are premium or highly-sought-after games. Three,
games from highly advantageous locations are moved
to less advantageous or less desirable locations on
the gaming floor.

According to our proposed plan, we
have no issues with constraints on supply. Our
occupancy levels are well within our desired
parameters. And in fact, our average occupancy
today 1is about 29 percent. It peaks at 59 percent.

The 41 games to remove - to be removed

from the floor are the least sought after and lowest

Sargent's Court Reporting Service, Inc.
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performing games. The average win per unit for the
games 1s $32. The floor average 1is $202.

In addition to the benefits already
discussed - and as I mentioned a little earlier,
we'll be replacing on a one-to-one basis 88 other
underperforming games with new slot machines. And
the games that were formerly hidden in large banks
or in a confusing maze of banks will be relocated to
more visible, more convenient locations.

Under OP-42 you can see this 1is a
diagram of our current gaming layout. If you look
at the banks, you'll see a number of eight packs, or
ten packs, eight games in a bank, ten games in the
bank, and no real discernable way to maneuver your
way around the floor.

If you look at the proposed floor
plan, it has just 41 fewer games. You can see there
are clear pathways throughout the facility,
significantly smaller banks, multiple bank
configurations and a better delineation of smoking
versus nonsmoking games.

In terms of timelines, in the fourth
quarter we hope to have replaced all 88 of those
games on a one-to-one basis. Replace all the

central three player tracking units with the

13
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encompassed units, which give us a little
flexibility in terms of marketing programs for our
guests. And then begin the floor reconfiguration
into a new more convenient layout.

In the first quarter of 2020 we hope
to finish the full configuration of the gaming
layout and install the new carpet. Obviously there
are a lot of things beyond our control in terms of
importing carpet from other countries. We hope to
be able to get these timelines in - we hope to get
these all done as soon as we possibly can.

Here's just a couple pictures to help
- I know you guys are all familiar with slot
machines. The two games on the left are examples of
games that are the newest most technologically-
advanced games. The two games on the right are
examples of the games that we take off of the floor.

And then on the last page I mention a
little bit about utilization, where currently the
average 1is 29 percent, which is in the first column
to your left. In the second column we peak at about
59 percent utilization. Under the 1,566 game
format. The two columns on the right, what we did
is we used a game count of 1,500, which is 25 less

than we proposed to have. And then added 15 percent

Sargent's Court Reporting Service, Inc.
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volume to that, to apply additional pressure on the
model.

And you can see in the far column on
the right-hand side, at 3:00 p.m., even under those
more restrictive conditions we would peak at 71
percent occupancy level.

Then I'll open it up to any guestions.

CHAIRMAN: Questions or comments from

Enforcement Counsel?

ATTORNEY MANIFESTO: Yes. Good

morning. Beth Manifesto, M-A-N-I-F-E-S-T-0, on
behalf of the OEC.

Can you tell us, at the conclusion of
the requested Gaming Floor modification, what will
the total slot machine count on the floor be?

MR. MILLER: 1,525.

ATTORNEY MANIFESTO: And of that

number, can you give us the accompanying percentages
as to how many slot machines will be located in the
smoking and nonsmoking sections?

MR. MILLER: By square footage, it's

by statute, I believe, 50 percent smoking, 50
percent nonsmoking. And we will be - I don't have
the exact figure down made, but it's right at 50

percent games smoking and 50 percent of the games

Sargent's Court Reporting Service, Inc.
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nonsmoking.

MR. CUIC: Dan Cuic, D-A-N, C-U-I-C.

Currently we're operating right at
about 56 percent smoking and 44 percent non. With
this new reconfiguration, we're going to end up
being close to that. We should be right around
there. Actually, this may end up being more in
favor of the nonsmoking slots. It won't go any
higher than the 56 percent smoking we have already.

ATTORNEY MANIFESTO: There's not a

request to make any changes to the number of table
games.
Correct?

MR. CUIC: Correct.

ATTORNEY MANIFESTO: And can you tell

us, how many sports wagering kiosks will be on the
Gaming Floor?

MR. CUIC: Currently, we have 50.

ATTORNEY MANIFESTO: And can you give

us a percentage or - as well as the number of kiosks
that appear in the smoking and nonsmoking areas?

MR. CUIC: As 1t stands, we have 33

kiosks located in nonsmoking, 17 in the smoking
area. The main driver of this - I'll just elaborate

a little bit, is our nonsmoking area, the main

Sargent's Court Reporting Service, Inc.
(814) 536-8908
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nonsmoking area currently contains 23 of these
kiosks. And that is in a nonsmoking areas, and that
will continue to be located in the nonsmoking area.

ATTORNEY MANIFESTO: Will there be any

staff reductions as a result of changes to the
Gaming Floor as proposed?

MR. CUIC: No reductions.

ATTORNEY MANIFESTO: Okay.

Can you provide a square footage of
the Sportsbook area and what percentage would be
smoking versus nonsmoking?

MR. CUIC: The square footage of the

smoking area is 1,850 square feet. Currently we
have 1,573 (sic) sgquare feet dedicated to nonsmoking
and 277 smoking. So, 11.8 percent is smoking.

ATTORNEY HAYES: Just by way of

correction, Mr. Chairman, I think it's 1,574
square -

MR. CUIC: Yeah.

ATTORNEY HAYES: - feet of nonsmoking

and 277 smoking.

ATTORNEY MANIFESTO: The OEC has no

other questions.

CHATIRMAN: Do you have any sort of

presentation this morning?

Sargent's Court Reporting Service, Inc.
(814) 536-8908
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ATTORNEY MANIFESTO: We do not, sir.

CHAIRMAN: Any questions or response

from Petitioners to OEC's questions?

ATTORNEY HAYES: No, Your Honor.

Mr. Chairman, we have no objection to

the conditions that they proposed in the Order.

CHATRMAN: Okay.

Are there any exhibits or anything to

be moved into evidence?

ATTORNEY HAYES: Yes. Mr. Chairman,

we would move that the PowerPoint presentation be

marked as PID, LLC 1 and admitted into the record.

(Whereupon, PID, LLC Exhibit 1, PowerPoint

Presentation, was marked for identification.)

CHATRMAN: All right.

(Whereupon, PID, LLC Exhibit 1, PowerPoint

Presentation, was admitted.)

CHATIRMAN:: There was no presentation

no evidentiary presentation by you?

ATTORNEY MANIFESTO: No.

CHATRMAN: Okay.

18
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Any additional gquestions or comments
from the Board at this time?

MS. MANDERINO: Just one clarifying

point. In your PowerPoint, on page eight, proposed
Gaming Floor Layout, could you clarify what the red
and black is? Is that the smoking versus the

nonsmoking?

19

Can you just make it clear to me which

is which?

MR. O'SULLIVAN: So, Kevin O'Sulliwvan,

O, apostrophe S, U-L-L-I-V-A-N. Yeah, you did say
it correctly, the red is the smoking, the black is
nonsmoking.

MS. MANDERINO: Okay.

So, when I'm looking at, for example,
the dot that says main Sportsbook, which looks like
it's predominantly in the nonsmoking area, where 1is
the 270 square feet of smoking?

MR. O'SULLIVAN: They would be the

small green dots. Those would be the kiosks that
are in the smoking area.

MS. MANDERINO: Oh, okay. Okay.

So, if I'm standing in the main
Sportsbook area, I'm standing in a nonsmoking area,

not some little niche right next to it that has

Sargent's Court Reporting Service, Inc.
(814) 536-8908




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

20

smokers 1in 1t?

MR. O'SULLIVAN: You are correct.

MS. MANDERINO: Thank you.

CHAIRMAN: Hearing nothing further,

we'll be taking this up in the Office of Chief
Counsel's (OCC) portion of the presentation. Thank

you.
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CERTIFICATE
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that I attest that this transcript is a true and
accurate record of the proceeding.

Dated the 16tk day of September, 2019
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