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MOTION FOR SUMMARY JUDGMENT

Comes Plamtiff, American Saddlebred Horse Association, Inc. (“ASIA™), by counsel,
and pursuant to CR 56, respectfully requests this Court io enter an Order granting Plaintif
* summary judgment on its action for declaratory relief. Specifically, ASHA requests that this
Court enter sumrnary judgment declaring that the scope of the right of inspection of nonprofit
“books and records” set forth in KRS 273.233 is limited to those classes of records identified in
the statute, specifically “books and records of account”, “minutes of the proceedings of its
members, board of directors and committees having any of the authority of the board of
directors™, and “a record of the names and addresses of its members entitled to vote.” ASHA
further requests a finding by the Court that the documents already produced by ASHA satisfies
the requirements of KRS 273.233, and that the Defendants are not entitled to any further
documentary production. And finally, ASHA requests that the Court find that ASHA is only

required to permit inspection of books and records under KRS 273.233. In further support of this

Motion, ASHA relies upon the attached Memorandum of Law.
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Comes Plamtiff, American Saddlebred Horse Association, Inc. (“ASHA”), by counsel,
and submits the following Memorandum in Support of its Motion for Summary Judgment:

L_INTRODUCTION

This declaratory judgment action anses out of a dispute between the American
Saddlebred Horse Association (“ASHA”) and a small group of its large and diverse membership.
ASHA 1s a Kentucky nonprofit corporation, an association of over 8,000 individual members
formed with the mission of promoting the breed of American Saddlebred horse. The Defendants
consist of a group of six of ASHA’s members’ who made certain requests for inspection and
copies of ASHA documents. ASHA has already made many documents available for inspection
by the Defendants, but the Defendants continue to insist that all of ASHA’s documents must be

produced.

! While the group of six Defendants named in ASHA’s Complaiat for Deelaratory Judgment included members who
were signatories to written requests submitted to ASHA m April, 2009 (as well as Edward R. Bennett), only five of
the Defendants have joined as “Counter-Plaintiffs” to assert commterclaims in this action, with the exception being
Mrz. Tom Ferrebee.



ASHA. filed this declaratory judgment action to construe the scope of KRS 273.233, the
statute relating to nonprofit corporations and their members’ right to inspect books and records.
Defendants contend that the right is plenary — that they are, by dint ;)f therr status as members of
a nonprofit association, entitled to access and copy every shred of documentary information in
the péssession of that association. ASHA’s position 1s that the scope of the right is more
reasonably limited than Defendants assert, and that in any case, the documents already produced
to the Defendants more than satisfy the requirernents of KRS 273.233. Furthermore, Defendants
have asserted a right to receive copies of inspected documents, but ASHA has taken the position
that KRS 273.233 only entitles members to inspect the documents. As the scope of KRS
273.233 has never been construed in Kentucky (and frankly, the scope of a nonprofit member’s
right of inspection has been the subject of very little detailed analysis in any parallel
jurisdiction), careful treatment of the issues involved is warranted. For these reasons, ASHA
turns to the Court for a declaration of the respective rights of the parfies under the statute.

II. STATEMENT OF FACTUAL BACKGROUND

A ASHA Membership

For over a century, ASHA has been advancing the interests of the American Saddlebred,
and today it serves a membership of over 8,000 individuals involved or interested in the
American Saddlebred industry.? Members of ASHA include owners, breeders, trainers, and
general enthusiasts of the American Saddlebred horse breed, and membership is open to the
public with payment of an annual membership fee, based upon tiers of membership. The

benefits of a standard membership include a subscription to American Saddlebred magazine, a

copy of the American Saddlebred Reference Directory, unlimited access to member areas of the

% See ASHA's website: <http/fwww.ashanet/ASHA-QOverview>




ASHA website, one copy of an extended pedigree or horse’s show record, and eligibility to
attend and vote at ASHA’s annual meeting.?

B. Summary of Defendants’ Document Requests and Inspections

While this Motion for Summary Judgment is premised solely upon a question of law —
namely the specific scope of documents and information required to be made available for
inspection and the right to copies pursuant to KRS 273233 — that analysis does depend in part
upon the nature of the requests made by the members and the documents actually produced by
the association. Thus, a summary of correspondence between the parties, independent of any
issues of material factual dispute, will provide the backdrop for discussion of the scope of the
legal requirements of KRS 273.233.

In or about March, 2009, certain members of ASHA requested from ASHA’s Board of
Directors, and were provided, coptes of ASHA’s fax returns and annual financial reports. After
review of those records, in a letter dated April 20, 2009, five of the Defendants signed a letter to
the ASHA Board enclosing a list of twenty-nine requests for information from ASHA.*
composed of (1) a single request for a copy of the emplovment agreement and deferred
compensation package of Alan I'. Balch, ASHA’s Executive Secretary, (2) two requests of who
voted for and against the agreement, and (3) twenty-six other requests that ASHA. identify
individuals and entities who were recipients of 2006 and 2007 expenditures and the purpose of

each such expenditure.

* See ASHA’s membership application: <http://www.asha net/files/membership_application.pdf>

* See Complaint for Declaratory Judgment (“Complaint™), Exhibit (“Ex.”) 1 and corresponding Ex. “A”. Nine
additional members were also listed in an attachment to Ex. A as joining in the request. While the correspondence
was also addressed to the American Saddlebred Registry, Inc., the Registry has no members and thus only the
Associafion 1s invelved in this matter.




On or about April 29, 2009, ASHA’s president responded, offering to address the
requests and make information available at ASHA’s board meeting scheduled for July 6, 2009.°
Defendant Simon Fredricks replied by letter dated May 4, 2009, rejecting the offer to attend the
scheduled meeting and demanding that the requested documentation be “promptly” made
available for inspection by the members.® That demand was reiterated approximately one week
later in a second letter from counsel for Defendants, Stephen A. Houston, dated May 12, 2009.7

By letter dated May 15, 2009, counsel for ASHA, Jefferson K. Streepey, responded and
advised generally that ASHA was under no legal obligation to respond to the additional
document requests and that ASHA would not disclose individual employees’ confidential
empldyment information due to privacy concerns. However, in an effort to accommodate the
requesting members, Mr. Streepey offered to make portions of the ASHA and Registry general
ledgers itemizing the account entries for 2006 and 2007 expenditures as well as Balch’s
employment agreement and deferred compensation agreement available for review in ASHA’s
Lexington office on June 15, 2009. ASHA’s confroller was also made available on this date to
answer any questions about the documents® Mr. Streepey further advised the requesting
members that Balch’s employment and deferred compensation agreements were unamimously
approved by the Board and that the minutes reflecting that approval were already available for
member review on ASIIA’s website.”

Mr. Houston replied in a letter dated May 20, 2009, suggesting that ASHA agreed to

produce “some, but not all” of the requested documents and stating that KRS 273.233 required

* Complaint, Ex. B.
® Complaint, Ex. C.
7 Complaint, Ex. D.
® Complaint, Ex. E.

® Gee ASHA s website: <http:/fwww.asha net/html/files/MINS A ssnBofD250cth6.pdf>



the production of all requested documents.'’ He failed to elaborate on which documents the
requesting members believed ASHA was refusing to produce or should be producing in response
to their twenty-nine requests, but he nonetheless accepted the mvitation to review and copy the
documents provided at ASHA’s office on the proposed June 15 date.

Mr. Houston and & certified public accountant appeared at the June 15 meeting on behalf
of the requesting members. ASHA provided several documents responsive to the requests, as
outlined in Mr. Streepey’s 161161-7 dated May 15, 2009 described above. Mr. Houston followed
this meeting with a letter dated June 26, 2009, again stating without particularity that ASHA had
not produced all previously requested documents, citing KRS 273.233 again, and adding twenty-
two new specific requests for information.!

Mr. Streepey responded by letter dated July 13; 2009, disputing some of Mr. Houston’s
characterizations as to the events of the June 15, 2009 meeting and his position as to the scope of
KRS 273.233, but stating that'ASHA’s Board had agreed to produce the further requested
information for inspection on July 29, 2009." Mr. Streepey again reiterated that personal and
confidential information would not be disclosed” and advised Mr. Houston that the ASHA
Board had approved new internal operating procedures for the regular inspection of records by
members.”*  These procedures were adopted in large part to address the disruptive and
burdensome nature of the Defendants’ widening campaign of requests by establishing a fixed

schedule for administering member requests.

¥ Complaint, Ex. F.

% Complaint, Ex. G.

12 Complaint, Ex. L .

B While ASHA disclosed as part of its financial records salary expenditures, it withheld any individually-ident:fying
information for personnel other.than Mr. Balch, who had consented to the disclosure of his individual information.

14 A Fuly 13, 2009 press release concerning these administrative changes is attached to the Complaint as Ex. H.



Mr. Houston responded on July 22, 2009, asserting his posifion that KRS 273.233 applied
to all of the nonprofit enfity’s documents, agreeing to meet on July 29, 2009, and making yet
another additional request for correspondence nvolving one of ASHA’s Directors.'

On Fuly 29, 2009, Mr. Houston, Mr. Houston’s paralegal, and a certified public
accountant appeared at ASHA’s offices on behalf of the Defendants. ASHA provided

approximately eight bankers boxes of documents for their review.'®

They inspected the
documents and afterward requested, and were provided, photocopies of approximately 200
pagcas.17 As the Defendants were still not satisfied, however, Mr. Balch on August 12, 2009,
posted on an online forum an invitation for the members “to sit down with the board as a whole
and **talk** about their concems, determine what they are with precision, and inspect or review
whatever they want” (emphasis in original).’®* Defendant Simon Fredricks on the same forum
replied, indicating his group’s acceptance of these terms and asking for a date.”” A date of
October 5 was set for the prospective meeting.™

By letter dated August 25, 2009, Mr. Houston demanded that documents be produced
prior to the October 5 meeting and set forth a list of yet an additional fourteen requests for
documents and information (many of which had already been provided)®® Mr. Streepey

responded on September 4, 2009, pointing out that the offer accepted by the Defendants was not

conditioned upon any further advance production of documents, but that documents were

¥ Complaint, Ex. J.

16 gee Affidavit of Alan Balch, attached hereto as Ex. 4.

17 ASHA maintains that a non-profit association is not required to provide copies under KRS 273.233; members are
only entitled to inspect the documents. Nevertheless, in an effort to accommedate its members as best it could,
ASHA produced coples of certain documents to Defendants.

¥ Corplaint, Ex. L.

¥ Complaint, Ex. K.

* Complaint, Ex. M.

! Complaint, Ex. N



available for review according to ASHA’s newly adopted guidelines for regular member
inspection.22

On October 5, 2009, Defendants Edward R. Bennett, Kris Knight, and Lynn W. Via
appeared in Lexington, Kentucky for the scheduled meeting, with Simon Fredricks attending by
telephone. The ASHA Board again produced the eight boxes of documents which had
previously been produced and informed Mr. Houston that all documents had been produced
except for (1) personnel and salary information of ASHA employees and (2) email
communications between ASHA directors and officers discussing personnel issues, prospective
and current Board members, and other personal, confidential information that was exchanged
with a reasonable expectation of privacy. Asked what other information they believed ASHA
was failing to disclose, the Defendants and Mr. Houston refuéed to respond or engage in any
discussion as to their purported concerns. The meeting concluded without the Defendants having
discussed any issues or reviewed any documents.

As the Defendants repeatedly buffeted ASHA. with demands for additional documents
and threatened lifigation based upon their asserted claims as to the unlimited scope of KRS
273.233,2 ASHA had po choice but to institute this action requesting a declaration of rights from
the Court. While Defendants have never clearly stated what types of documents they believe
satisfies their requests, it is ASHA’s understanding that they regard the internal emails, personnel
information, and confidential communications, which have been withheld to date, to be included

within the scope of “books and records” under the statute.

* Complaint, Ex. O. Upon information and belief, Mr. Houston did appear at ASHA’s offices for the regularly
scheduted inspection date but did not review any documents.
” Qee Complaint, Exs. G and P.



C. Written Discovery and Deposition Proceedings

After filing a responsive pleading and counterclaim to ASHA’s éomplaint for declaratory
judgment, Defendants served interrogatories, requests for production of documents and requests
for admission seeking precisely the same information and/or documentation giving rise to this
declaratory judgment action. ASHA objected to this discovery on the grounds that providing
answers and responses to Defendants” written discovery would effectively deny the association
its right to be beard on the merits of the declaratory judgment action. Further, in light of the
prior inspections and copies of documents provided to Defendants, ASHA objected to the extent
the Defendants were requesting documents already i their possession, custody and control.

After hearing Defendants’ motion to compel the production of all ASHA documents on
February 2, 2010, this Court stayed written discovery pending a ruling on ASHA’s request for
declaratory relief under KRS 273.233. The Court then inquired as to whether the parties were
ready to proceed immediately to the declaratory judgment issue. ASHA was inclined to proéeed,
but counsel for Defendants balked, msisting on the need to take the depositions of Beth Blanton,
Carl Holden, Joan Jones, JTennifer Wasserzug, and Alan F. Balch prior to the Court’s adjudication
of ASHA’s declaratory judgment action in order to develop the record for dispositive motions.

The Court permitted this limited discovery to go forward,”* but it bears mentioning that
the deposifions have, 1n fact, invelved matters having little-to-nothing to do with the dispoéitive
issue before the Court. Counsel’s examinations during these depositions have paid almost no
attention to the Defendants’ document requests and the inspections that occurred as described
above. Instead, Defendants appear to be using these depositions to harass and intimidate ASHA
and its board members, officers and current and former employees. For example, during the

deposition. of ASHA’s bookkeeper, Joan Jones, counsel for Defendants spent significant time

* As of the date of filing ASHA’s motion, the parties are still atternpting to schedule Balch’s deposition.



asking Ms. Jones to justify specific expenditures of ASHA, many of which she simply

administers as part of her ministerial duties:

Q

A

What are the largest invoices relating to the printing
expenses that you’re aware of?

Probably Publishers Press. That’s the magazine.

How many magazines would the ASHA order,
generally?

It would depend. Ithink I’ve seen them order as
much as 6,000 to 8,000. Now, I —you know, I
don’t do the ordering, I pay the bills and they
approve them, but I believe I’ve seen that many
ordered. They go to each member, and then a
couple of extra, you know, will be passed out.

You said you pay the bills and they approve them.
What did you mean by that?

Well, whoever in the magazine department, you
know, they talk to the printers and agree to do how
many issues and how many copies, and I don’t pay
an invoice unless I get an approval that this is what
we agreed to pay or what was to be paid.?’

And how many vears of experience have you been
working in accounting?

Probably thirty, maybe thereabouts.

What’s the annual budget for the ASHA and
registry combined?

Well, now, you’re asking me a tough question. I
would say it’s going to be close to §2 million in
income. We're looking for a fougher year.
Probably close to the same 10 expenses. It’s going
to be an even year. I'm guessing now. 1 use my
worksheets for everything.

¥ Deposition of Joan Jones, March 17, 2010, pp. 12-13, atiached hereto as Ex.. 2.



Ms. Jones was also asked questions about the circumstances swrot
. .. . i ain 18
of former Executive Secretary, Alan Balch, and the hiring of his successor, which 2g

that Ms. Jones koows litile-to-nothing about and that has no relev ance to the

And are you familiar with the audit report relatin®
to the ASHA which identified significant
deficiencies in the financial oversight?

Yes, sir.

What is your understanding of those significant
deficiencies?

It’s my understanding that that is something that the
CPAs have to put in when you’re a small
organization. We don’t have the personnel to
segregate duties in the exact way that would b®
acceptable ---or not so much — well, acceptabl€s

that you would want to have them separated.

think it’s a GAP policy.”®

nding the resignation

a topic

Cowrt’s

interpretation of KRS 273.233.

Q

A

Are you aware of a dispute between Mr. Ralch and

Carl Holden this past year?
Yes, I am.
What’s your understanding of that dispute?

Well, Mr. Holden called me one time and ask<¢9 €
if Allen (sic) had taken a reduction in salary. which
he offered to do, and he had not. And he asle€d ¢
another question about long-term care, and I
answered him. And then I told Allen that he= Caﬂ_ed'
Now, I don’t know who emailed first, butan. €211
was sent, and I don’t know if Allen did the fE¥S!
email or Mr. Holden, but in the course of the=
emails, they had a disagreement, and the enc® result
was that M. Holden resigned from the finar= ©©
committee.

®1d. at pp. 44-45.

10



Q Who’s performing the duties of the executive
secretary at this time?

A No one right now. We get in touch with our
president, and get approvals with the president of
both the registry and the association, and with our
treasurer.

Q Do you have a timetable for when you expect to
have a new executive secretary?

A There is a search committee handling that, and [
don’t know what their timetable is.

Q Do you know who the next executive secretary is
going to be?
A No, sir.”’

Likewise, in the deposition of Carl Holden, a member of the ASHA Board of Directors,
counsel for Defendants asked questions about the sale and purchase of a Saddlebred horse named
“Mother Ma:ry”zg; the ensuing investigation of the former Executive Secretary, Alan Balch;
specific ASHA expenditures; and other non-profit governance issues that are wholly unrelated to
the dispositive issue of the scope of inspections rights afforded to members of a non-profit
association.”” Tt bears further mentioning that, while Defendants’ counsel’s line of questioning
harped upon alleged improprieties with respect to the disputed “Mother Mary” transaction, Carl
Holden testified that it resulted in no harm to anyone, and Jennifer Wasserzug testified that she

understood the disputed delay in documenting this particular horse transaction prior to the horse

“1d. at pp. 18 and 21. '

% This Saddlebred horse transfer involved a horse named “Mother Mary” that was sold by Platinum Stock Farm to
another Saddlebred owner prior to the annual horse show at the 2008 Kenfucky State Fair. The sale ocourred on
August 1, 2008, and the new owners wanted to be listed as owners of “Mother Mary™ at the state fajr horse show
some three weeks later. However, due to an illness in the ssllers’ family, the paperwork required to record the
transfer under the American Saddlebred Registry ruoles was not completed. Nonetheless, the new owners were
recognized as owning “Mother Mary” without the submission of all required paperwork, but the Registry received
all necessary forms decumenting the transfer within a few days after the Kentucky State Fair Show.

¥ See Ex. 3, Deposition of Carl Holden, March 11, 2010, pp. 32-35.

11



show to be “caused by an illness or perhaps even a death of a parent in [the sellers’] family,” not
the result of non-profit corruption or mismanagement as Defendants are apparently suggesting.”®
The only portions of depositions remotely relevant to this Court’s construction of KRS
273.233 are those in which Carl Holden and Joan Jones verify that ASHA has produced all
documents requested by Defendants except for private personnel records, internal emails, and
other confidential information. For instance, Joan Jones testified as follows:
Q When the ASHA received requests from concerned
members to produce certain books and records of the

ASTIA and registry, how did the ASHA and registry
determine what records to produce?

A We produced, I believe, what was requested.

Q Who made the decision to redact certain documents?

A Now, what do you mean redact certain documents?

Q Are you familiar with the term redaction?

A Uh-huh (AFFIRMATIVE). [ thought we pretty much -- [

thought the association provided everything you requested
except for personnel and emails.

Q So you don't know who marked out certain paragraphs,
words?

A Oh, you mean the redacted information. In some I did, for
Social Security numbers and things that -- you know, we
tried to — we let some go out. You know, you had some
with Social Security numbers, but on the personnel files,
any payroll information, it was fried to be redacted.
Anything that, you know, they felt was personal was to be
redacted.

2

And when you said they, who are you referming to?

A Well, I mean Allen [Alan Balch] and me. T mean we
 would try to redact what we could on that. And credit card
numbers, we tried to redact that**

30 See Ex. 3, Deposition of Carl Holden, p. 33-34; Ex. 7, Deposition of Jennifer Wasserzug, April 8, 2010, pp. 21-
23.
31 Ex. 2, Deposition of Joan Jones, March 17, 2010, pp. 38, 40-41.

12



Carl Holden also-confirmed his understanding that all information required of a nonprofit
association had been provided, and that it specifically included all financial records:

Q Did you agree with the ASHA's decision fo withhold
financial documents from its members?

MR. STOPHER:  Objection.

A It's my understanding that the financial records and books
of accounts were not withheld; that those were provided.

Q The ASHA decided to file a lawsuit without determining if
the financial records were indeed disclosed?

A To my knowledge, those financial records were
presented....
Q Who made the decision to produce certain documents and

withhold certain other documents?
MR. STOPHER: Objection.

A I'm not aware of any documents that were rejected or not
submitted.

Q Are you aware that this litigation is to address whether or
not members are entifled to documents that were not
produced?

A When I say "documents,” I'm referring to basically the
books of accounts which as my understanding of the
statute, that's what is supposed to be made available to the
members. All records and books of accounts of a financial
nature. And it's my understanding that that's what was
produced.”

Furthermore, Mr. Holden confirmed that despite repeated requests to identify what documents
they felt were not being disclosed, the Defendants never provided anything other than vague

assertions:

2 ¥x. 3, Deposition of Carl Holden, March 11, 2010, pp. 41-44.

[3



A To my knowledge, those financial records were presented.
Let me make one comment. I was aware of numerous
occasions the members were asked what documents have
you not scen and I never recall seeing the response that
these documents were not available.

Q Do you recall seeing a list of documents that were
requested by the concerned members?

A Numerous times.
Q And do you recall seeing follow-ups from those members
stating that those particular documents, certain particular

documents had not been provided?

A My recollection that it was all in a kind of generic response

that all documents have not been produced. I've never seen

a report that said the financial reports for November of

2004 were pot included or the balance sheet for January

2006 was not included or that this specific line item was

not included. I never saw any kind of detail like that. It

was all a very generic response that all the documents were

not produced. And when you're dealing with something of

that mass, that's hard to get your arms around >

Thus, contrary to representations made by Defendants’ counsel, the depositions have
been used more to harass and intimidate ASHA directors, officers, and former and current
employees than to develop the record for motions on the merits of the declaratory judgment
action. Having said this, the undisputed record shows that the only documents that were
redacted or withheld by ASHA. are those containing confidential information (such as individual
social security pumbers and credit card account numbers), communications made with an
expectation of privacy, and private personnel and mdividually identifying payroll files and

information. Defendants instst on their right to inspect and copy these records, as well as any

and alf other documents in the possession of ASHA, without limitation.

B 1d. at pp. 42-43,

14



IV. ARGUMENT

A, KRS 273.233 Provides the Sole Authority For A Nonprofit Member’s Right of
Inspection

The right of a member to inspect the “books and records™ of a nonprofit association is a
statutory adaptation of the common law rules governing the relationship between for-profit
corporations and their sharcholders. At common law, a shareholder of a for-profit corporation
was granted the right to inspect the corporation’s documents because of his property interest - a
shareholder was deemed to be the actual owner of all the assets of the corporation, with his
ownership percentage beiné represented in his holding of stock.>® Therefore, inspection simply
was an extension of ownership, and it served the purpose of providing the shareholder, who may
have no role in the day-to-day management of corporate affairs, with mformation necessary to
allow him to monitor and safeguard his personal financial interest.”® The common law right of
inspection for shareholders of for-profit corporations was incorporated mto the statutory law of
the various states, which generally provides fairly specific parameters of inspection.*®

As state laws began to allow for the formation of nonstock, nonprofit corporations, the

statutory framework incorporated requirements that the nonprofit entity maintain on hand certain

3 William Coale Development Co. v. Kennedy, 121 Ohio St. 582, 170 N.E. 434, 435 (Ohio 1930) ("The real owners
of all the net assets of any corporation are the stockholders.... If the corporation abandons the purposes of its creation
and dissolves the corporation, the net assets on hand must be distributed to the stockhelders according to their
holdings of stock, for the plain and very simple reason that the stockholders are the owners of all the net assets of the
corporation, and for the further reason that outstanding stock is always a liability of the corporation, so that the
stockholders are its creditors as well. Can anything be plainer than the fact that the owner of property has a clear
right to ingpect his own property?™). Notably, the same rationale does not held i the context of a nonprofit
association, which, upon dissolution, must transfer its assets to another entity having 2 Iike nonprofit purpose. KRS
273.303(3) & 26 CFR 1.501{c)(3)-1(b)(4). Thus, the sharehelder-member analogy does not hold i this context.

3% State ex rel. Kennedy v. Continental Boiler Works, Inc., 807 S.W.2d 164, 166 (Mo.Ct.App. 1991) (“The right of a
stockholder to inspect the books and records of the corporation ... is based upon his interest in the assets and
business of the company.... He has a right to know how the affairs of the company are conducted, and whether the
capital of which he has confributed a share is being prudently and profitably employed. Such a right is necessary for
the stockholder's protection.™).

* See, e.g., KRS 271B.16-010 e seq.
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books and records and that members of the nonprofit be entitled to mspect such records. In
Kentucky, that right is set forth in KRS 273.233, which provides 1n ifs entirety as follows:

273.233 Books and records.

Each corporation shall keep comect and complete books and

records of account and shall keep minutes of the proceedings of its

members, board of directors and committees having any of the

authority of the board of directors; and shall keep at its registered

office or principal office in this state a record of the names and

addresses of its members entitled to vote. All books and records of

a corporation may be inspected by any member, or his agent or

attomey, for any proper purpose at any reasonable time.
The statute provides no definitions for the terms used, nor has any Kentucky court construed the
requirements of this statufe.

The issue before the Court is the meaning and intended scope of the phrase “books and
records” contained in the second sentence of the statute. Common sense dictates that there must
be some reasonable limitation as to the meanmg and scope of this phrase, for even the
shareholder of a for-profit corporation is not entitled to all of the documents in the company’s

: 37
POSSLS5101.

In fact, a member’s mterest m a nonprofit association is even less direct than a
stockholder’s property interest. A stockholder owns stock and seeks to denive financial gain
from his capital investment in the fbrwproﬁt corporation. In the nonprofit context of this case,

however, a member owns no stock, and instead participates as a member in the association

toward a charjtable purpose through the payment of the annual membership fee.

*7 See KRS 271B.16-020. Prior to enactment of the statutory limitations, older case law indicates that a for-profit
stockholder’s rights may have been somewhat broader at common law, but even there it was recognized that “the
right of inspection [of a stockholder] rests upon the fact of ownership.” Otis-Hidden Co. v. Scheirich, 187 Ky. 423,
219 S.W. 191, 193 (1920).

* See gepemally Affidavit of Conley Salyer, an expert in non-profit governance, as to member mspection rights
under KRS 273.233, attached hereto as Ex. 5.
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B. Standards of Statutory Construction Hold that KRS 273.233 Limits the Right of
Inspection to the Specific Classes of Documents Listed

The for-profit corporation statute requires the corporation to maintain certain specific
corporate records listed in KRS 271B.010, and the shareholder is, pursuant to KRS 271B.020,
permitted to inspect only those records specifically set forth in the statute, including excerpts of
minutes and records of action, accounting records, and the record of shareholders.” ? The statute
governing records for a nonprofit corporation follows a similar structure. In its first sentence,
KRS 273.233 requires that the nonprofit corporation maintain “comect and complete books and
records of account”, “minutes of proceedings”, and “a record of the names and addresses of its
members entitled to vote.” The second sentence then follows with the statement that “[a]ll books
and records may be inspected by any member”.

While Defendants insist that the second sentence is independent of the first, and that “all
books and records” means all documents of whatever natore in the custody or control of the
nonprofit association, the comrect inferpretation is to read the first and second sentence of KRS
2773.233 together. When the two sentences are read together, it becomes clear that the reference
to “boeks and records” in the second sentence necessarily refers back to the classes of documents
enumerated in the first sentence. Thus, “books and records™ actually means “books and records
of account™ (i.e. accounting and financial records), minutes, and the membership list, not every
shred of paper in ASHA’s possession as Defendants suggest.

| Where there is ény question as to the intended scope of a statute, the Court must give
effect to its plain meaning as derived from the language chosen by the General Assembly.
With respect to the plain meaning of “books and records” employed m KRS 273.233, it is

appropriate for the Court to refer to established guidelines in construing the language of statutes.

KRS 271B.16-020(1) & (2).
“ Bowling v. Kentucky Dept. of Corrections, 301 S.W.3d 478, 490491 (Ky. 2009).
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Here, the intended scope of KRS 273.233 can be gleaned from the fact that the statuie consists of
two sentences, the first containing specific references to classes of documents while the second
refers only to a general term. The General Assembly enacted the two sentences together and,
according to the plain meaning of the language used, intended that these sentences be construed
together.”  Furthermore, it is a longstanding rule of statutory construction that general terms
associated with specific terms shall be construed as being limited to the specific meaning:

[Wihere, in a statute, general words follow or precede a

designation of particular subjects or classes of persons, the

meaning of the general words ordinarily will be presumed to be

restricted by the particular designation, and to include only things

or persons of the same kind, class, or nature as those specifically
enumerated, unless there is a clear manifestation of a contrary

puxpose.42

Finally, it is a “general rule of statutory construction that enurneration of particular items

excludes other items which are not specifically mentioned.”"?

Here, where KRS 273.233,
entifled “Books and Records”, clearly sets forth in its first sentence an enumerated list of
documents, the natural reading of the statute, and the standards by which the Court construes
such statutes, suggests that the use of the term “books and records” in the second sentence was
intended to refer to (and be limited to) those same specific classes of documents, specifically
“books and records of account”, minutes, and the list of voting members enumerated in the

preceding sentence.

C. KRS 273.233°s Limited Scope Also Reflects the Scope of A Nonprofit Member's
Interestis

In addition to the foregoing, the purposes of KRS 273.233 are furthered and fully

satisfied by such areading. A member in a nonprofit association has an interest in ensuring that

1d. at 491 (“We presume, in a case such as this one of related statutes, that the General Assembly intended for the
statutes to be construed fogether and for both to have mezning”™).

** Steinfeld v. Jefferson County Fiscal Court, 312 Ky. 614, 229 S.W.2d 319, 320 (1950).

“ Bd. of Educ. Of Rockeastle County v. Kirby, 926 S.W.2d 455, 457 (Ky. 1996).
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the association is pursuing the charitable mission for which it was established, ** and the member
is empowered fo appeal to other members entitled to vote if there is some matter of concern
subject to member influence.” Therefore, financial and transactional information (“books and
records of account™) is subject to disclosure, as are records of action by members, the board, or
committees having board authority (“minutes of the proceedings™), ana the member is entitled to
a list of names and addresses of all members eligible to vote for the purpose of facilitating
contact and fostering discussion or organization among members enfitled to vote as to proposed
member action. Those three categories are sufficient to protect the member’s interest in ensuring
that the nonprofit is furthering its mission and to allow the member fo communicate with the
broader voting membership. One must keep in mind that, unlike a for-profit corporation and its
shareholders, a nonprofit association is not working to earn a profit for its members but rather is
serving a charitable mission. It is because members agree with that mission that they subscribe
and lend their support through contribution of membership fees. But that does not make the
member an owner or manager, and the member should not be entitled, by mere dint of his
payment of an annual membership fee, to assert some individualized interest that warrants
enhanced protection.

D. Authority of Other Iurisdictions Refiects a Policy of Limiting the Scope of A
Nomnprofit Member’s Right of Inspection

While the subject of a member’s right to inspect nonprofit records has not been addressed
in Kentucky case law, it has been the subject of opinions from other jurisdictions. Most of this

extra-jurisdictional case antbority is somewhat limited in providing assistance to this Court’s

* Bill Reno. Inc. v. Rocky Mountain Ford Dezlers’ Adv. Ass’n, 378 P.2d 206, 207 (Col. 1963) (“A member of a
nonprofit corporation is entitled to be nformed concerning the business activities conducted by the corporation™).
 KQED, Inc. v. Hall 185 CalRptr. 630, 633 (Cal.App. 1982) (*The inspection stafutes are concerned with
providing 2 method by which members of nonprofit corperations may communicate with other members on matters
relating to their interests as members. As noted above, the basic method provided for accomplishment of this goal is
a right to membership lists™). '
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construction of the scope of KRS 273.233, however. This is due in part to the variety of
language or requirements contained in the statutes of other states™ and the dearth of cases
involving similﬁr statutes that raise the same questions of the scope of requests.”’ In addition,
most disputes over inspection relate to another requirement of mspection, which is also found in
KRS 273.233, i.e., that the member’s request be for a “proper purpose”. While ASHA does have
concerns about the “purposes” underlying the Defendants’ repeated requestsfig ASHA has not
raised this issue in its declaratory judgment action. Even so, cases dealing with questions of
purpose do further indicate that inspection should be limited to those records germane to the

stated pu1—pose.49

And the bulk of cases involve requests by members to review only records
relating to financial transactions, leading to the presumption that “books and records™ is
generally accepted to mean financial records.”

Beyond the issue of “proper purpose”, however, the inherent scope of the right of
inspection is one which does find limits in the case law of other jurisdictions, particularly where

there is a delineation in the statute of records required to be maintained by the nonprofit:

The records which a voting member is entitled to examine are
limited to records of members’ and directors’ meetings, lists of

% Many states have adopted more recent versions of the Revised Model Nonprofit Corporation Act, which more
explicitly state that the right of inspection is limited to listed classes of documents. For a history of the Model Act,
see Lizabeth A. Moody, "Revising the Model Nonprofit Corporation Act: Plus ca change, plus c'est la méme chose",
41 Ga. L. Rev. 1335, 1346 (2007} (noting critically that the older Model Nonprofit Corporation Acts “almost
slavishly followed” the Model Business Corporation Act).

7 For example, Lang v. Western Providers Physicien Org.. 688 N.W.2d 403 (S.D. 2004) involved a statute similar
to KRS 273.233, but the court noted specifically that the issue of the scope of the phrase “all books and records” had
nol been preserved on appeal and was pot being addressed.

8 The Defendants’ injtial letter stated only that “[Wle want to be sure that the ASHA is uiilizing its assets in a
prudent manner, and in furtherance of the purposes of the ASIHA”. See Complaint, Ex. A. Subsequent oral requests
as to their purpose elicited only the simple response “Oversight”.

* Wells v. League of American Theatres and Producres, Inc., 706 N.Y.S.2d 599, 604 (N.Y.Sup.Ct. 2000) (“It is in
the Court’s discretion to exercise its authority to limit or expand the scope of members’ inspection of corporate
records to the material necessary to protect their interest in the corporation”) (holding that minutes of meetings and
and a ;nember list were sabject fo disclosure).

* Shaw v. Hurst, 582 A.2d 87 (Pa.Cmwlth. 1990) (granting the member was entitled to inspect “certain corporate
records”, where the request was made for “checkbooks, ledgers and other book and records™).
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members, records of assets, labilities and fiancial fransactions,
and records of trust funds.*!

Here, KRS 273.233 similarly delineates specific classes of “books and records” to be maintained
by the association, and the right of members to inspect “all books and records” should be limited
to those books and records actually specified in the statute.”

In one of the few cases to delve into the issues raised in this declaratory judgment action,
i.e., the precise scope of a nonprofit member’s right of mspection and the right of the nonprofit to
withhold documents, the Pennsylvania Supreme Court noted that the right of inspection afforded
a member was not mﬂirﬁited:

[A] member’s access 15 more limited than that of a director who is
performing his or her fiduciary duties. The plain meaning of the
phrase [“records of proceedings™], therefore, could permit a
member’s access to duly authorized minutes of official action of
the board of directors of a nonprofit corporation but could, for
example, exclude access to a varety of documents, such as
correspondence and draft documents.”

The court went on to find that “[tlhe scope of records to which a member has access is further

3954

limited by considerations of privacy, privilege and confidentiality.”” In a concurring opinion,

one justice wrote

Limiting the scope of records of proceedings subject to inspection
is consistent with the historical development of the shareholder’s
night of inspection....

Absent throughout the development of the shareholder’s right of
inspection 1s any precedent that would support Appellees’
expansive interpretation of such mght. In the context of both

! Bourgeois v. Landrom, 396 So.2d 1275, 1277 (La. 1981); alse see Billiot v. New Orleans and Baton Rouge
Stearnship Pilots Ass’n, 840 So.2d 1291, 1294 (La.App. 2003) (“The plaintiffs seek narrative billing records that
nclude personal matters and mformation regarding the investigation into two of the plaintiffs. This mformation is
not contemplated by and is beyond the scope of R.S. 12:223%).

52 Nor should Defendants suggest that “books and records of account” be interpreted broadly. Phoenix Gen. Hosp.
v. Sup. Ct. of Maricopa Cty., 402 P.2d 233, 235 (Ariz.App. 1965) (Bnding that a statutory limitation to “bocks of
account” was “more restrictive” than the plainti{fs’ request to see all “books and records™).

% 1 ewis v. Pennsylvania Bar Ass'n, 701 A.2d 551, 554 (Penn. 1997).

* 1d. (finding that documents provided to the nonprofit with an expectation of privacy should remain private).
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business and nonprofit corporations, the courts have recognized
that a shareholder or member is entitled to inspect documents such
as roembership lists, financial records, audit reports and minutes of
meetings.”

And the Court of Appeals of Ohio found proper members’ requests which were limited to a
“copy of a current membership list, mimutes of meetings of both the board of trustees and the
membership, and all financial statements and reports”.*® The Ohio statute, Ohio Rev. Code
§1702.15, is very similar to KRS 273.233:

1702.15 Corporation to keep books and records of account and
minutes of proceedings.

Each corporation shall keep correct and complete books and
records of account, together with minutes of the proceedings of its
meorporators, merbers, directors, and committees of the directors
or members. Subject to [imitations prescribed in the articles or the
regulations upon the right of members of a corporation to examine
the books and records, all books and records of a corporation,
including the membership records prescribed by section 1702.13 of
the Revised Code, may be examined by any member or director or
the agent or attorney of either, for any reasonable and proper
purpose and at any reasonable time.

The court, in construing this statute, observed that the documents to which the member was
entitled were those specifically listed in the statute:

Members of a nonprofit corporation are entitled to seek

mformation concerning the business activities conducted by the

corporation. As discussed above, all books and records of account

are to be kept by the corporation and may be examined by any

member for reasonable and proper purpose.”’

Here, of course, the Defendants have not similarly limited their requests to financial

reports and accounting records, roinutes, and membership lists. Rather, they contend that they

are entitled to unfeftered access to all documents in ASHA’s possession, including private

**Id. at 556 (J. Zappala, concurring).
_ * Carlson v. Rabkin, 789 N.E.2d 1122, 1130 (Ohio App. 2003).
57

Id.
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personnel mformation. and‘ correspondence.”® Tt is relevant to point out that the Defendants’
dispute with ASHA has been the subject of much public discussion in the American Saddlebred
community and on the intemnet, and in this day and age, widespread dissemination of information
is just a click away. For instance, copies of transcripts from the depositions of Joan Jones, Carl
Holden, and Jennifer Wasserzug have already appeared on a Yahoo! group website for
Saddlebred enthusiasts.” Therefore, it is appropriate for an association such as ASHA. to
exercise caution in disclosing information that may wind up being publicly posted in an online
forum for the entire world to see — both association members and non-members.

In summary, it is appropriate from both a legal and policy perspective that the
requirements of KRS 273.233 be more limited than the Defendants’ expansive claims. ASHA
has provided Defendants opportunities to inspect eight boxes of documents and information
already, which more than satisfies the requirements of KRS 273.233 and is more than sufficient
for the members to address any concerns they may have with respect to ASHA expenditures and
ASHA’s fulfillment of its nonprofit purpose. It is difficult to follow the logic underlying the
Defendants’ position that the statutory phrase “all books and records™ should be divorced from
its antecedent, which clearly specifies more limited classes of records. If the Defendants’
expansive interpretation is correct, then a member of a nonprofit would enjoy a far more
sweeping right under KRS 273.233 to dig into the affairs of the nonprofit corporation than a
stockholder would have under KRS 271B.16-020 fo pursue information {rom the for-profit
corporation. Stockholders enjoy a property interest and positions as owners and creditors of a
private corporation that are more significant than the interest members of a nonprofit assume by

dint of payment of a nominal membership fee. The stockholder has a personal financial stake to

*¥ See Affidavit of Conley Salyer, attached hereto as Ex. 5.
* See excerpts from Yahoo! group “americansaddlebred” website attached hereto as Ex. 6.
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protect. A member’s interest is limited to ensuring that the nonprofit’s charitable mission is
being pursued.

E. KRS 273.233 Does Not Compel the Nonprofit to Produce Photocopies

In addition to the foregoing, the Defendants have asserted that KRS 273.233 gives them a
right to obtain from ASHA photocopies of records they are entitled to inspect. ASHA has
provided to the Defendants photocopies of some documents requested by the Defendants;
however it is ASHA’s position that KRS 273.233 does not give Defendants the right to compel
ASHA to make photocopies andforl allow photocopies to be made. Members'of a non-profit are
only entitled to “inspect” the books and records .of a non-profit association “for any proper
purpose at any reasonable time.” Certainly ASHA has provided Defendants an opportunity (in
fact, multiple opportunities) to inspect the documents at issue in this case.

Furthermore, mn the context of a for-profit corporation, KRS 271B.16-020 provides

specifically that “[a] shareholder of a corporation shall be entitled to inspect and copy” specified

records, and KRS 271B.16-030(2) provides that “[tfhe night to copy records under KRS
271B.16-020 shall include, if reasonable, the right to receive copies made by photographic,
xerographic, or other means”, for which the corporation may assess a reasonable charge. There
is no parallel provision in the nonprofit statutes. KRS 273.233 merely provides that books and
records “may be inspected” by members, without any mention of copies. If the General
Assembly intended to provide an additional entitlement for members to copy documents; it
would have included such language in the statute. This omission speaks volumes and confirms
that ASHA is only required to allow members to inspect the books and records of the

association.
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CONCLUSION

WHEREFORE, ASHA requests that this Court enter sumirary judgznent declaring that
the scope of the right of inspection of nonprofit “books and records™ set forth in KRS 273.233 is
limited to those classes of records identified in the statute, specifically “books and records of
account”, “minutes of the proceedings of its members, board of directors and committees having
any of the authaﬁfy of the board of directors™, and “a record of the names and addresses of its
members entitled to vote.” ASHA further requests a finding by the Court that the documents
already produced by ASHA satisfies the reqnirements of KRS 273.233, and that the Defendants |
are not entitled to an-y further documentary production. And finally, ASHA requests that the
Court find that ASHA is only required to permit inspection of books and records 1mder KRS
273.233.

Respectfully snbmitted,

BOEHL STOPHER & GRAVES, 1Lp

-
d H. Stopher I

e n K. Streepey

Earl L. Martin, III

Jelf'W. Adamson

AEGON Center, Suite 2300

400 West Market Street

Louisville, K'Y 40202

Phone: (502) 589-5980

Fax: (502) 561-9400

and

James B. Cooper

Bochl Stopher & Graves, LLP
444 West Second Street
Lexington, Kentucky 40507-1009
Phone: (859) 252-6721

Fax: (859) 253-1445

COUNSEL FOR PLAINTIFF
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CERTIFICATE OF SERVICE

Tt is hereby certified this 15th day April, 2010, that a copy of the foregoing was served
via first class mail to the following:
Stephen A. Houston

Stoll Keenon Ogden, PLLC
2000 PNC Plaza

500 West Jefferson Street
Louisville, Kentucky 40202-2828
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PARTIES

L. The Plaintiff, AMERICAN SADDLEBRED HORSE ASQOCIATION, INC.
(“ASHA™), is a Kentucky nonprofit corporation having its principal p;lar,e of business located at
4083 Tron Works Parkway, Lexington, Kentucky 40511, |

2. The Defepdant, EDWARD R. BENNETT, is an individual resident of the
Cormmonwealth of Kentcky, whose residence is located at 1600 Zaring Mill Road, Shelbyville,
Kentucky 40565. '

3. The Defendant, CARL T. FISCHER, JR, iz an individual resident of the'
Commonwealth of Kenfucky, whose residence is located at 1041 Alta Vista Road, Lousville,
Kentucky 40205.

4. ThL;. Defendant, KRIS KNIGHT, is an individual resident of Commonwealth of
Kentucky, whose residence is located at 10201 Shelbyville Road, Simpsonville, Kentucky 40667

5. The Defendant, TOM FERREBEE, is an individual resident of Ohio, whose
residence is located at 9250 Friendsville Road, Box 540, ‘Westfield Center, Ohto 44251,

6. The Defendant, SIMON P:REDRICKS, is an individual resident of Tex;.a.s, whose
residence is loeated at 101 Westcott, #1002, Houston, Texas 77007,

7. The Defendant, LYNN W. VIA, is an individual resident of Virginia, whose
residence is located at 3358 Peakwood Drive, Roanoke, Virginia 24014.

JURISDICTION AND VENUE

8. This Court has jurisdiction over the partics. ASHA is a Kentucky nonprofit
corporation with its principal place of business in Kenfucky and, accordingly, is deemed a
resident of the Commenwealth of Kentucky. Defendents, Edward R. Bennett, Carl T. __Fischer,

Jr., znd Kris Knight, each reside in the Commonwealth of Kentucky, are members of ASHA, and



" regularly engage in ASHA membership activities. The remaining Defendasts, Tom Ferrebee, Dr.
Simon Fredricks, and Lynn W Via, are nonresidents, but arc subject to the jurisdiction of this
Court pursuznt to KRS 454.210 in that said Defendants are members of ASHA, which is located
in the Commonwealth of Xentucky, and régulaﬂy engage in ASHA membership activities.

9. This Court has jurisdiction over the subject matter of this action pursuant to KRS
418.040 and KRS 418.045, as this is an action involving an actual comfroversy seeking a
declaration of mights affected by statute. |

10.  Venue is approprate in this Court pursuant to KRS 418.040, as an action for
declaratory relief may be brought in any court of peneral jurisdiction in this Commonwealth.
Venue is proper in this Court because the ‘documents which are the subject matter of this
declaratory judgment action, and which give rise fo same, are kept in the ordinary course of
business at ASI—IA’S principal place of business, 4083 Iron Works Parkway, Lexingion, Fayette
County, Kentucky 40511

11. - Declaratory relief is appropriate in this case under KRS 418.065 since the
requested declaration of rights will terminate the uncertainty and conﬁoversy that exists in this
gituation.

12.  This acfion is filed pursuant to KRS 418.040 et seq., and CR 57.

STATEMENT OF FACTS

13.  Inalstter dated April 20, 2009 addressed to the Board of Directors and Officers of
ASHA, certain of the mamed Defendants, including Cail T. Fischer, Jr., Kris Knighi, Tom
Ferrebee, Dr. Simon Fredricks, and Lynn W. Via, acting on their own behalf as membess of

ASHA, and asserting to be acting as representatives of other members, proffered a written
L



request for iufonpation signed by them. A copy of that letter is attached hereto as Exhibit
(“Ex.”) A and incorporated herein by reference.

14.  In a lefter dated April 29, 2009 addressed to the Defendants identified in
Paragraph 13 and other concerned ASHA members, the President of ASHA (jointly with the
President of the A_me:jcan Saddlebred Registry, Inc.), responded, inviting the ASHA me.mbe-rs,
and any other concerned mernbers, fo meet with the directors at a director’s meeting scheduled
for July 6, 2009. A copy of that leter is attached &s Ex. B and incorporated herein by reference.

15.  Tn a letter dated May 4, 2009 addressed to the President of ASHA and the
American Saddlebred Registry, Inc., Dr. Simon Fredricks, on behalf of the concemed ASHA
membefs, refused ASHA s offer of attending the Fuly 6, 2009 meeting and requested that ASHA
make requested documents available for inspection by an agent of the concermed ASHA
members. A copy of that letter is attached as Ex. C and incorporated herein by reference.

16,  Tu & letter dated May 12, 2009 addressed to the Presidents of ASHA and fhe
American Saddlebred Registry, Inc., counsel for Tht:- concemed ASHA members, Stephen A.

Hounston (“Mr. Hoeuston™), reiterated the April 20, 2009 request for certain docum-ents and

" asserted that “Members of ASHA are entitled to the information requested without further

delay”. A copy of that letter is attached as Ex. D and incorporated herein by reference.

17. In a letter dated May 15, 2009 addressed o Mr. Houston, Jefferson K. Streepey
(“*Mr. Streepey”), corporaie counsel for ASHA, responded, agrecing to provide some
documentation and offering a schedule for inspection. Mr. Streepey also noted certain cafegories
of information which ASHA believes to be confidential and/or not subj ect to inspection. A copy

of that letter is attached as Bxt. E and incorporated herein by reference.



i18. In a letier dated May 20, 2009 addressed to Mr. Streepey, Mr. Houston asserted
that KRS 273.233 gave the ASHA members ﬁe right to inspect all of t.he documenfs requested.
A copy of that letter is attached as Ex. F and incorporated herein by reference.

10. On or about June 15, 2009, by pre-arranged appointment, Mr. Heusten and Walter
Newell appeared at ASHA’s offices as representatives of the concemed ASHA members,
including Defendants, to conduct the inspection of documents. As previously explained by Mr.
Streepey, some requested dotl:mnents were produced for inspection while others were withheld.
The representatives of the cemcerned ASHA members were not provided photocopies of the
doctments requested.

50.  Inaletier dated June 26, 2009 addressed to Mr. Streepey, Mr. Houston described
the events of June 15, reiferated his position that KRS 27’3.233 grants the ASHA members the
right to inspect all documents, and assertéd that KRS 273.233 mcludes a right to photocopi;:s.
Mr. Houston also reiterated the documents the concerned ASHA members wished to inspect. A,
copy of that letter is attached as Ex. G and incorporated herein by reference.

21.  Onor about July 6, 2009, the ASHA Board of Directors at its regularly scheduled
meeting adopted new intermal policies regarding inspection of ASHA books and records.
Specifically, the policy designated the third Tuf:sda}; of each month as an opportumty for
members, upon advance written notice, to inspect ASHA books and records at ASHA's offices,
consistent with the scope of KRS 273.233. The policy furtber dictated that persomnel
information and privéis, confidential or privileged documents would not be subject to review if
deterrnined to rbe' inapﬁropriatc for disclosure. A copy of a press release, dated July 13, 2009,
describing the Board’s adoption of this policy is attached as Ex. H and incorporated herein by

reference.



79, Inaletter dated July 13, 2009 addressed 4o Mr, Houston, Mr. Streepey challenged
Mr. Houstor's characterizations of the events of Tune 15 and reasserted ASHIA’s position that
KRS '273 233 does not support the expansive inferpretation that the concerned ASHA members
were asserting. Mr. Streepey also reported that the Boards had, nevertheless, égrecd to permit
inspection of th;e documents requested by Mr. Houston in his June 26 letter, and further advised
him of the Board’s adoption of the iﬁtcmal policy regarding document disclosure. A copy of that
l‘etter is attached as Bx. I and incorporated herein by reference.

23.  Inaletter dated Iuly'22, 9009 addressed to Mr. Strecpey, Mr. Houston reiterated
the concemed ASHA members’ expansive interpretation of KRS 273.233, outlined a request for
additional documents, and agreed to a date on which to inspect those documents ASHA had
agréed to produce. A copy of that letter is attached as Bx. J and incorporatled herein by refcrem;e.

24, On or about July 29, 2009, by Ipreuarzanged appointment, Mr. Houston, M.
Newell and Mr. Hpuston‘s lﬁaralagal appeared at ASHA’s offices as represeniatives of the
Defendants and-other concerned ASHA members to inspect certain requested documents. At ﬂ_u's
time, ASHA provided photocopies of certain docoments tequested by the representatives, for
which a nominal copy fee was assessed..

25.  On or about August 12, 2609, ASHA’s Executive Secretary, Alan F. Balch, posted
a message on. an Iﬁtemct forum on behalf of ASHA which stated in part:

The smal! group of concerned members should avail themselves of
the opportunity offered to them to sit down with the board as a

whole and **talk** about their concerss, determine what they are
with precision, and inspect or teview whatever they want.

Approximately av hour later, Defendant, Dr. Simon Fredricks, replied on ‘the same forum,

stating:



Thark you for your offer we ACCEPT and ask for a date as scon as
possible.

A copy of those postings is attached as Ex. X and incorporated herein by reference.

2'6. In an cmail dated August 12, 2009 addressed to Mr. Streepey, Mr. Houston
confirmed the ASHA members’ acceptance of Mr. Balch’s posted offer. A copy of that t;,mail is
_attached as Ex. L and incorporated herein by reference.

27.  Ta a lether dated Angust 18, 2009 addressed to Defendants, Carl T. Fischer, Ir.,
Kris Knight, Tom Ferrebee, Dr. Simon Freddcks, and Lynn 'W. Via, and other concerned ASHA
members, the President of ASHA (jointly W‘iﬂl the President of the American Saddlebred
Registry, Inc.), specified that the date of the agreed-to meeting and inspection wounld be Monday,
October 5, 2009. The letter specifically asked that the con-cemed ASHA members identify, onor -
prior to September 21, 2009, the individuals who would be in attendance on that date to inspect
the documents. A copy of that Jetter s gttached as Ex. M and incorporated herein by reference.

28.  TIn a letter dated August 25, 2009 addressed to Mr. Streepey, Mr. Houston again
reiterated the concerned ASHA members’ expansive inferpretation of KRS 273.233 and alleged
that Mr, Balch’s Avgust 12 offer conﬁrmed this view. Mr. Houston also reguested that certain
documents be produced for inspection prior to the agreed October 5, 2009 meeting dats. A copy
of that letter is attached as Ex. N and incorporated herein by reference. |

29. In a letter dated September 4, 2009 addressed to Mr. Houston, Mr. Strecpey
responded that the offer and acceptanc:e‘ clearly contemplated that documents would be made
available on October 5, 2009, but further advised that the documents would be made available at
the regularly scheduled third Tuesday in September pursvant to 'the adopted puidelines. A copy

of that letter is attached as Ex. O and incorporated herein by reference.



30. In an email dated Septemmber 10, 2009 addressed to Mr. Streepey, Mr. Houston
again reiterated the concerned ASHA mesmbers® expansive interpretation of KRS 273.233 and
specifically threatened litigation should ASHA fail to produce all of the requested documents. A
copy of that email is attached as Ex. P and incorporated berein by reference.

3l. On or about September 18, 2009, Mr. Houston again appeared at ASHA’s offices
io inspect requiestcd documents.

39 In an email dated September 25, 2009, addressed to Mr. Streepey, Mr. Housten
finally responded to the Presidents’ August 18, 2009 request that they identify the individuals
who would be in attendance on October 5, 2009. Mr. Houston identified seventsen (17) peopie
by name, including Defendants, Edward R. Benm:tt,'Kris Knight, Tom Ferrebee, Dr. Simon

' Fredricks {by telephone), and Lynn W, Via, and further indicated that other ASHA members may
attend as weil. A copy of that email is attached as Ex. (Q and incorporated herein by reference.

33. Defendants, Edward R. Bennett, Kis Knight, and Lyon W. Via, did io fact aftend

-Tha mesting of October 5, 2009. Upon information and belief, Dr. Simon Fredricks listeﬁed to
the meeung of October 5, 2009 via telephone.

34.  The entire Board of Directors for the ASHA and the Amenczm Saddlabrcd
Registry aﬁpsare_d at the meeting of October 5, 2009 and produced for inspection ten (10) boxes
of documents previonsly provided to the concemed ASHA members. Mz, Houston once again
asked the Board of Directors of ASHA and the American Saddlebred Registry on behelf of the
Defendants and other concerned ASHA members to identify the documents withheld by ASHA.
The Board reiterated that the 10 boxes contain all materials and documents responsive to the
original April 20, 2009 request except for: (1) perscnnel files and salafy information of ASHA

employees and (2) email commumications between ASHA Board directors and officers



discussing personnel issues, prospective and curent Board members, and other personal,
confidential information that was exchanged with a I-casonable expeciation of privacy. When the
Roard asked M. Houston to identify any other documents that the ASHA members in attendance
at the October 5, 2009 meeting believed should be produced, he refused to respond and restated

that KRS 273.233 entitles ASHA members to inspect and photocopy all decuments.

REQUEST FOR DECLARATORY JUDGMENT
35. KRS 273.233 provides in its entirety as follows:

273.233 Books and records

Each corporation shall keep comect and complefe books and
records of account and shall keep minutes of the proceedings of its
members, board of directors and committees having any of the
autherity of the board of directors; and shail keep at its registered
office or principal office in this state a record of the names and
addresses of its members enfifled to vote. All books and records of
a corporation may be inspected by any member, or his agent or
attorney, for any proper prrpose at any reasonable time.

36. Tt is Plaintifs position that the language of KRS 273.233 does not support the
expansive interpretation of “[a]il beoks and records of a carporation” alleged by certain ASHA
members, but rather has a much narrower scope. Specifically, the use of the term “all books and
records of a corporation” in the second sentence of the statute is clarified by the first sentence to
mean, and be limited to, “books and récords of account”, “minutes of the proceedings of its
members, board of directors and committees” and “record of the names and addresses of its

raembers entitled to vote”, It is further the position of the Plaintiff that comparative statutes and

caselaw support this limited scope.

37. It is Plaintifs position that KRS 273.233 dees not require that it provide

photocopies of “books and recerds” to ASHA members.



38. - Accordingly, Plainfiff has fully and completely complied with KRS 273.233 by
permitting the Defendants and all other concerned ASHA. members fo inspect the books and
records of account as set forth in the statute. Plaintiff has denied further requests (o photocopy
these niatczials.

39,  Plaintiif has withheld personnel files and salary information of individual ASHA
employees from inspection. These materiais are feplete with confidential information, including
tealth-related records and ofher personal identifying data, that Plaintiff is not authorized to
produce to ASHA members, nor required fo disclose for inspection under KRS 273.233.

40.  In addition, Plaintiff has not permitted the Defendanis and other ASHA members
_ to inspect email correspondente between Board directors and officers on the grounds that these
s ndividual communications are not “books @d records of account” as contemplated under KRS
273.233. The ASHA dircctors and ofﬁcer:;; exchanged such candid and private email
coﬁespondencc under a reasopable expectation that such nformation would be kept strictly
confidential.

"4]1.  Pursuant tol KRS 418.045, an actual controversy exists as to the scops of the right
of inspection set forth in KRS 273.233, evidenced by the fact that certain ASHA members,
including the named Defendants, have threatened iiﬁgaﬁon over disclosure of documenis.
referenced herein, and also based upm:; the fact that Plaintiff, as a nonprofit corporation to whom
lzequﬂsfs for inspection have been made, is an interested party who may obtain a declaration of
rights pursuant to KRS 41 8.045 and dx;claxatoryjudgment pursuant to CR 57.

WHEREFORE, the Plaintiff, American Saddlebred Horse ASsociaﬁo@ Inc., by counsel,

prays as follows:
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1. That the Cpurt enter a Declaratory Judgment pursuant to KRS 418.040 finding
that the scope of .the right of inspection set forth in KRS 273.233 does not include the right to
have photocopies provided by the nonprofit corporation; -

2. That the Court enter a Declamtory udgment pursuant to KRS 418.040 ﬁndmg
that the scope of the right of inspecticn set forth in KRS 273.233 is lmited to those “books and
records of account”, “minutes of the .pmceedings of its members, board of dircctm:'s and
committees” and “record of thé names and add:esses‘of its members entitled to vote™ as set forth
in the stafute, and sp‘eciﬁca]ly that the scope of the right of inspection does not include all papers
and documents as the Defendants and other ASHA mernbers have asserted;

3. That the Court enter a Declaratory Judgment pursuant to KRS 418.04d declaring
the tights of the parties hereto; and

4. That the Court grant the Plaintiff its costs expended in this action, reasonable

attorney fees, and for any ather just and proper relief to which it may appear entitled.
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BOEHL STOPHER & GRAVES, LLP W

Edbedrd H. Stopher

Jefferdon K. Streepey

Earl L. Mariin I

ABGON Center, Suite 2300 '
400 West Market Street
Louisville, KY 40202

Phone: (502) 585-5980

Fex: (502) 561-9400

—and—

James B. Cooper
Boehl Stopher & Graves, LLP
444 West Second Street
' Lexington, Kentucky 40507
Phone: (859) 2526721/ Fax: (859) 253-1445
COUNSEL FOR PLAINTIFF,
AMERICAN SADDLEBRED HORSE
- ASSOCIATION, INC.

2708521
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Apzit 20, 2009

American Saddlebred Horse Association, Tac.

4083 Iron Works Parkway
Lexingfon, K'Y 40511

Ms. Victoria Gillenwater
1¥ Vice President, ASHA
500 Vists Oals Lane

Knoxville, TN 37919

Mz, Panl Trether
Secretary, ASHA .
Pine Meadows Farm
2220 Lakewood Court
Hartland, WI153029

Mr. Scott Matton,
Bd. of Dir, ASHA
2800 Qakwood Rd.
Hartland, WI 53029

Dr. Alan Ramm

Bd. of Dir., ASHA
Reedanntand Farm
2291 50 Avemue
Comming, TA 50061

M. Carl Holden
Bd. of Dir, ASHA
8007 Westever Dr.
Prospect, XY 40059

Mr. Azt Zabrod

Bd. of Dir., ASHA
Fair Island Parm.
1590 Pisgah Pike
Verseilies, Y 40383

Ms. Yowase Gifltand
Bd. of Bvir., ASHA
Winsdown Farms
Route 6

Box I66A
McAlester, OK 74501

Ms. Judy Werner
President, ASHA
Redwing Faon
Waterloo, IL 62298

Mz, Barbama Molland
2™ Vice President, ASHA

S0GG Carmoi! Boad
Petaluma, CA 94952

M Jim Ruwoldt
Treasurer, ASHA
3004 Village Lane
Roswell, GA 30075

Ms. Mary Ann Pardieck
Bd. of Dir, ASHA

4181 South Semmit Lane
Colnmbyas, IN 47201

Mr. Hmmy Robertson
Bd. of Dir, ASHA

P.O. Box 616.
Simpsonville, EY 40067

Pr. Margatet McNeese
Bd.of Dir, ASHA
2715 Ferndale -
Houston, TX 77098

M. Befsy Boone
Bd. of Dir, ASHA

" 8651 Boone Farm Road

Concord, NC 28027

Mr. Nelson Gresn
Bd.of Dir,, ASHA
1242 Catnip Hill Road
Nicholagville, Y 40356
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Mrs. Germaine Johmson ) Mr. William Whitley

Bd. of Dir, ASHA Bd of Dir, ASHA
4025 Peppettres Drive 913 Queensferry Rd-
TLekington, K'Y 40513 Cary, NC 27511

American Saddlebred Horse Association, Tnc,

Dear ASHA Direclofs:

We are senior membess in good standing of the American Saddlebred Horse Association,
fnc. (FASHA™). We have become increasingly concerned ahout the dedline in popualatity of the
Ameérican Saddlebraed horse in recent years. Since 2005, there has beea a steady decrease in the
total number of registered Saddlehred horses. The erosion of popularity of our breed is further
evidenced by steadily declining attendance over the past decade af the World's Championship,
our indusiry’s signaturs event.

As you know, one of the pomary purposes of the ASHA is to stimnlate and promote
inferest with respect to the history, hreeding, exhibifing, and improvement of the Amencen
Saddlebred. As concerned members of the ASHA | we want to be sure thatf the ASHA is ufilizing
its assets in a pradent manner, and in fartherance of the purposes of the ASHA.

After request, the ASHA provided copies of tax returns and certain related fnancial
reports of the ASHA for calender years 2006 and 2007. After our initial review, these eporis
seem to indicate that the ASHA has expended significant sums on items for which we are unabie
to determine what benefit, if any, the ASHA received in return. Those expenditores range from a,
fevw thousand dollars to mors than $400,000. Fuorthermore, none of the financial reports identify
the recipients of these disbursements. We belicve it is important for the members of the ASHA
to be provided with more detailed information about the expenditires of the ASHA, and we are
therefore enclosing 2 list of questions related to certain expenses as to which we would
appreciate receiving addifonal information.

Tncluded in the enclosed fist is cur raqesst for 2 copy of the “employment agreement and
deferred compensation package™ for Alan Baich, the Executive Secretary of the ASHA.
According fo the ASHA Finageial Stetemenis prepared. by Bennett & Company CPAs for the
year ended December 31, 2007 (2007 Statements”), the ASHA approved “an employment
agreement and deferred compensation package” with Alan F: Balch on October 31, 2007, The
2007 Stutements indicate that the compensation agreement with Mr. Balch was given retroactive
effect begimning November !, 2006, The IRS Form 990 filed on bebalif of the ASTA for the year
2007 indicates that Mr. Balch’s base salary mereased to $100,000, buf the financial recards we
recetved fail to disclose the.additional benefils that Mr. Balch is entitled to recelive, in additionto .
his salary, as part of his “deferred compensation package.” As members of the ASHA, we
respectiully request a copy of Mr. Baleh's “employment agresment and deferred compensation
package” so that we may determine the total compensation and benefits that Mr. Balch is enfitled
to receive from the ASHA while key barometers of the Saddlebred industry are falling. We also
want to determine if any defesred compensation owed to Mr. Balch poses a substantial off-
balance sheet expense which will become due for payment in [ufnre years. Io today’s
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challenging economic environment, and in light of the particular decline in our industry, we want
to be certain that the ASHA has not entered info any agreements thef might not be in the best
interest of the ASTHA

We are confident that you respect the fiduciary responsibilities that you, as Divectors,
have to the ASHA and its members, including your oversight of the budget and expenditures of
the ASHA. We look forward to receiving the information we have requested from you at your
eadiest convenience. Please provide your response fo ns by delivering the sawe o Stoll Keenon

Ogden, PLLC, cfo Stephen A. Housten, 2000 PNC Plaza, 500 West Yefferson Street, Louisvitle,
KY 40202,

This request is belng submitted by the signatories to this lefier, indicated below, as well

as the individnalg Histed on the nﬁxtpage who have authorized us fo include their names in thiy
request.

Sincersly,

Torn Ferebes

&m.é)fr«édky

CaI‘iT Fischer Jr.

- Simon Fredericks MLD.

Enclosure



Additional Fedividuals Joiniag In This Reguest

Moe Anson
Matthew Heiman, Esg.
Yohn Yones

Billy Knight

Beity Mooz

Ron Moore

Fames Nichols

Randy Stoess

Albdzon Walker
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1L,

AMERICAN SADDLEBRED HORSE ASSOCIATION, INC,

Provide a copy of the employment agreement and deferred compensation package
entered on October 31, 2007 between ASHA, Inc. and Alan F. Balch, as identified
i1 fhe Fipancial Statements prepared by Bennett & Company CPAs for the year
ended December 31, 2007 (72007 Financial Stafements™).

Tdentify the individuals who voted to zpprove the agreement and deferred
compepsation package described in nnmber L above.

Identify the individuals whe voted against the agreement and defemed
CcOmpensation package described in nomber 1 above.

Kdentify each individesl and entity who received any porfion of the “professional
fees™ totaling $16,400 in 2007 listed jn the 2007 Financial Stalements, and
identify the specific purpose for those expenditires.

Tdentify each individnal and entity who received any portion of the “professional
fees” totaling $15,650 in 2006 listed in the Financial Statements prepared by
Bennett & Company CPAs for the year ended December 31, 2006 (2006
Financial Statements™, and identify the specific prrpose for those expendititres.

Tdentify each individnal and entity who received any poriion of the expendifures
for “mestings/conferences” totaling $222,166 in 2007 hsted in the 2007 Financial
Statemersts, and identify the specific purpase for those expenditares.

Ydentify each individual and entity who received any portion of the expenditares
for “mestings/conferences” tofaling $159,865 in 2006 listed in the 2006 Financial
Statements, and identify the specific purpose for those expenditures.

Tdentify each individual and entity who received any portion of the expenditores
for “printing” totaling $200,796 in 2007 bsted in the 2007 Financiel Statoments,
and identify the specific purpose for those expanditires.

Tdentify cach individual and entity who received any portion of the expenditures
for “printing” totaling $180,497 in 2006 Listed in the 2006 Financial Statements,
and identify the specific puspose for those expenditures.

Tdentify each individual and entity who received any portion of the expenditures
for “commissions” totaling $29.369 in 2007 listed in the 2007 Financial
Statements, and identify the specific purpose for those expenditures.

Tdentify each individual and entity who received any portion of the expeadifures
for “commissions” oteling $26,105 in 2006 listed m the 2006 Finapoial
Statements, and identify the specific purposs for those expenditures.



12.
13,
14,
s
16.
17.
18.

19,

21,

Tdentify each individnal and entity who received any portion of the expenditures
for “contract fee” totaling $9,600 in 2007 listed in the 2007 Finaacial Staterents,
and identify the specific parpose for those expenditnres.

Tdendify each individial and enfity who received amy portion of the expenditures
for “contract fee” totaling $78,443 2006 listed in the 2006 Financial
Satérments, and identify the specific purpose for those expendiipres.

Identify each individual and entity who received any portion of the expenditures
for “adverfising/promotion” totaling $13.523 n 2007 listed in the 2007 Finaneial
Statements, and identify the specific purpose for those expenditores.

Tdentify each individual and enfity who received any portion of the expenditures
for “advertising/promotion” mialing 363 287 in 2006 listed in the 2006 Financial
Statements, and identify the specific purpose for those expendifures.

Tdentify each individual and enfity who received any pordon of the expenditares
for “hank fees” totaling $19442 2007 listed in the 2007 Financial Stafements,
and identify the specific purposs for those expendittres. P :

Tdentify each individual and eafity who received any portion of the expenditures’
for “bank fees” totaling $13,214 in 2006 Isted in the 2006 Firancial Statemsuls,
and identify the specific purpose for those expenditures.

ideuﬁff each individual and entity who received any portion of the expenditures
for “interest expense” totaling $76,179 in 2007 lisied in the 2007 HFinancial
Statements, and identify the specific purpose for those expenditures.

Tdentify each individual and enfity who received any portion of the expendiures
for “interest expense” totaling $32,949 in 2006 listed in the 2006 Fmancial
Statements, and identify the speciiic purpose for those expenditrres.

Identify each individzal end entity whe reczived any portion of the expenditures
for “Market Research” performed in 2007 for 2 sotal cost of $12,796 lsted in the
o007 Finzocial Statements, and identify the gpecific purpose for these
cxpenditures. Provide a copy of any docurment indicating the resnits of that

research.

Tdentify each individaal and entity wheo received any portion of the expenditures
for “Market Research” performed 1n Y06 for a fotal cost of $38,721 Hsted in the
~(06 Financial Statements, and idenfify the specific ‘purpose for those
expenditures. Provide a copy of any document indicating the results of that
research.

Idénﬁfy each individuat and eptity who received any portion of the expeaditures
for “web pagefemail” iowing $20,136 in 2007 listed in the 2007 Financial
Statements, and identify the specific purpose for those expeaditires.



24,

21,

28,

Identify each lndividual and eatity who received any pordon of the expenditures
for “weh pagelemail” totaling $4,267 in 2006 listed in the 2006 Financial
Staterments, and identify the specific purpose for those expenditires.

Ydentify each individual and entity who received any portion of the expendifures
for the “Comm. and Publicarions™ portioa of “salaries™ in 2007 totaling $90,157
Tsted in the 2007 Finaneial Statements, and identify the specific purpose for those
expenditres. -

Tdentify each individual and entity who received any porfion of the expenditures
for the “advancement” portion of the “salades” totaling $77.428 in 2007 listed in
¢he 2007 Fnancial Statements, and idenfify the specific purpose for those
expendimres.

Ydeatify each individual and entity who received any portion of the expenditures
for the “adtninistration” portion of the “salaries™ totaling $413,651 in 2007 Listed
in the 2007 Financial Stefoments, and identify the specific purpose for those
expenditores.

Tdentify each individnal and entity who received any portion of the expenditires
for the “Comm. and Publications™ portion of “benefits™ in 2007 totaling §$12,530
Eisted in the 2007 Finzancial Statements, and identify the specific puzpose for those
expenditnres. .

9enfify each individual and entity who received any portion of the expenditures
Sor the “advancement” portion of the “bepefits” totaling $9,758 in 2007 listed in
the 2007 Financial Statements, and identify the specific purposs for those
expenditares.

Identify each individual and entity who received any portion of the expenditures
for the “administration” porfion of the “benefits” totaling $66,950 in 2007 listed
in the 2007 Fnancial Statements, and identify the specific purpose for those
expenditares.
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Am erican Sadc{]eg;c&

Horse Association, Inc.

4+08% Ircm Works Fa;{cwa_g, chington, KY 40511

Aprit 28, 2009

M. Tom Ferrebes, Post Office Box 540, Westfield Center, Ohio 44251
Mr. Cad T. Fischer, Ir., 1041 Alta Vista Road, Louisville, Kentcky 40205
Br. Sirnon Fredricks, 101 Westootf, #1002, Houston, Texas 77007

WM. Kris Knight, Post Office Box 114, Simpsonville, Kentudky 40087
M, Lynn W, Via, 3358 peakwood Drive, Roancke, Virginia 24014

Dear ladies and gentlemen,

This confirms that all the directors of the Arnerican Saddlebred Horse Assocfation and American Saddlebred
Repistry have recefved your Apri] 20, 2009 jetfers.

\We note that each year beginning in 3005 at the annual canvertion we have opened virtually all comimittes
meetings to the entire membership, incuding the Finance Commitize meeting, and encouraged guestions fram
ASHA members snd discussien with our leadership, These opan meetings have been noticed in atvance in wiriting
to the members. We make our ndependent auditor avaltable for questions at that meeting and at the open
meeting of members. Coples of our audited Francals are avaflable at the annual meeting for any member who
wants them. Abridged finandals and other statistical information ara published inthe March/April issue of the
Americon Saddiebred magazine.

We invite each of you who signed the April 20, 2003 letters, and the members named in the letiers' attachments,
requesting information in addition to that regularly furnished, to atiend A maeting with directurs of both the ASHA
and Resistry on Monday, tuly 6, in Lesdngton.. We will advise you of the fime and place as soon as it is established.
At the meeting, we will respond t8 the guestions in your letters.

4

Sincerely youss, .
.f/_} - )

Botetntin Y tzad W By

Barbara Molland, President Judith Werner, Préident

Armerican Saddiebred Registry American Saddlebred Harse Assodiation

copy: Mo Anson .
Matthew Hetman, Esq.
johnljones
Billy Knight
Batiy Moore
Ron Moore
tames Nichols
Randy Stoess
Allison Walker

Directars, American Saddlebred Horse Association
American Saddiebred Registry




SIMON FREDRICKS, M.D.

May 4, 2009

5. Barbera Molland & Ms. Judith Wemer

Amedcan Saddlebred Reglstry & Amedean Saddlebred Horse Assoctation
4083 Iron Works Parkway

- Lexington, Ky 40511

Tiear Ladtes:

Your leiter of Aptil 29, 2009 s dufy noted. Your invitation fo attend & mesting with the directors
of both organizations on Monday, July 6, i Lexington wes [ am sure well intentionsd. However,
it would serve no useful parpose, until we have an opportutity to review the documentation we

- have requested, The review should preceds any discussion of pur concerms.

Therefore be advised that we will not be attending the proposed meeting in Lexington some two
raonths fron now, Suely, it should nof take that long to gather the material we have requested,

I have been advised by many members of your respective boards that they are i favor of transparency
and acknowledge that us members in pood stending are entitled to review the documentation requested.

The expernse to e organizations shonld be only the time and effort of the employed personal to

gather together the requested docomentation. Have them available in the Library Conference Room
during regular business hours, Your bookkeeper could be present for the security of the matesial and

10 respond o any questions. The documents should speaks for thezeselves. 1 do pot uderstand your reed
for the expense of your anditor since the documents are already created provicesly.

We intend fo send a proféssional to review the materhal as our agent mnd report the findings back fo vs.

All that rerpains is for you to desiznate the time mnd day for the review to promptly begin, Ises no

reason why this can not be accomplished in a spirit of friendly cooperation, That would serve the best
interests of all concerhed znd the societies.

ch’y_mxly yours, -
l N
Lt y ;
Past Vice President ASHA
Past President ASHM
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May 12, 2009

Ms. Barbara Molland, President
Armercan Saddlebred Registry
5000 Carroli Road

Petaluma, CA 94952

Ms. Judith Werner, President

Ammerican Saddiebred Horse Association
Redwing Farm

Waterloo, IL 62298

Dear Ms. Molland and Ms. Werner:

On March 9, 2009, we requested the annual finencial reports of the ASHA and
Registry for the three most recent years. Senior members of the ASHA reviewed those
records and are concerned that the reports list significant expendifures without indicating
to whom the payments were made or what, if any, benefit the ASHA and Registry
received in retum.  Accordingly, by letter dated April 20, 2009, 2 group of senior
members of the ASHA requested cerizin information regarding the finencial records of
the ASHA and Registry for fiscal years 2006 and 2007,

As presidents of the ASHA and Registry, you responded by joint letter dafed
April 29, 2009. In that letfer, you state that ASHA. Financial Commiftes meetings are
open fo the members. Several Senior members disagree with this statement. In their
experience, such meetings are, in fact, usually closed. You also stale that the andifed
financial reports are available to the membership. However, the audit reports that were
provided on March 9 do not contmin sufficient detail to Indicate the recipients of large
amounts of money and what, if any, benefit the ASHA or Registry received in retum.

While the statements made in your joint letter are troubling, the larger issue is the
fact that the directors of the ASHA and Registry have not provided the information
requested. [nstead, you invited the members to travel to Lexington, at great expense and
inconvenience, to meet af a fubure date months away without any promise that the
information requested would be provided.

Your response is gravely disappointing. It increases concerns about the financial
expenditures of the ASHA and Registry. Members of the ASHA are entitled fo the

RESCT ., HIY
SECEIvzy ol 14 7508
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information requested without further delay. On or before May 18, please provide us
with the documents containing the information requested'in the April 20, 2000 lefters. In
addition, please provide coples of the IRS Foun 990 for the ASHA and Registry for the

year 2008,

In the alternative, please identify a day om or before May 21, on which an
accountant and other representatives of senior members may review and copy 21l of the

financial documents requested,

cel

American Saddlebred Registry, Inc.

4083 Iron Works Partkway
Lexington, KY 40511

Mz, Jimmy Roberison
ASR Bd. of Dir.

P.O. Box 616
Simpsonville, KY 40067

Ms. Louise Gilliland
ASR Bd. of Dir.
Winsdown Famms
Route 6

Box 166A
McAlester, OK 74501

Mr. Brian Reimer

. ASR Bd. of Dir.

P.O. Box 69
Turin, GA 30289

Ms, Lisa Duncan
ASR Bd. of Dir.
Westwood Fammn
3860 Carleton Dr.
Lexington, KY 40510

Sincerely,

s

Stephtn A. Houston

Dr. Margaret McNeese
ASR Secretary

2715 Ferndale
Houston, TX 77098

STOLL XEENON OGDEN PLLC

Ms. Mary Anne Cronan

ASR Bd. of Dir.
3200 Canterbury Lane
Louisville, KY 40207

Mr. Chuck Herbert
ASR Bd. of Dir.

Cedarwood Faomns, Inc.

12201 Old State Rd.
Evansville, IN 47725

Mr. Robert Ruxer
ASE Bd. of Dir.
Alvin C. Ruxer Farms
PO.Box 670

Jasper, IN 47547

Mr. Axt Zubrod

ASR Bd. of Dir.

Fair Island Farm
1590 Pisgah Pike
Versailles, KY 40383



Ms. Victoria Gillenwater

1% Vice President, ASHA
§00 Vista Oaks Lane
Knoxville, TN 37919

Mr. Paul Treibet
Secretary, ASHA
Pine Meadows Farm
2220 Lakewood Court
Hartland, W1 53025

Mr. Scott Matton,

. Bd. of Dir., ASHA
2800 Oakwood Rd.
Hartland, WI 53029

Dr. Alan Rann

- Bd.of Dir., ASHA
Reedennland Famm
2291 50® Avenue
Curnming, IA 50061

Mr. Carl Helden
Bd. of Dir., ASHA
2007 Westover Dr.
Prospect, XY 40059

Mr. Art Zobrod

Bd. of Dir., ASHA
Fair Island Farm
1590 Pisgah Pike
Versailles, K'Y 40383

Ms. Louise Giililand
Bd. of Dir,, ASHA
Winsdown Farms
Route 6

Box 166A
McAlester, OK 74501

My, Fim Ruwoldt
Treasurer, ASHA
3004 Village Lane
Roswell, GA 30075

Ms. Mary Aon Pardieck
Bd. of Dir., ASHA

4181 South Summit Lane
Columbus, IN 47201

Mr, Jimmy Roberfson
Bd. of Dir.,, ASHA

P.0. Box 616
Simpsonville, KY 40067

Dr. Margaref McNeese
Bd. of Dir, ASHA
2719 Ferndale
Houston, TX 77098

Ms. Betsy Boone

Bd. of Dir, ASHA
8651 Boone Farm Road
Concord, NC 28027

M, Nelson Green

Bd. of Dir., ASHA

1242 Catnip Hill Road
Nicholasville, KY 40356

WM. William Whitley
Bd. of Dir., ASHA
913 Queensferry Rd.
Cary, NC 27511

Mirs. Germaine Jobnson
Bd. of Dir,, ASHA
4{25 Peppertree Drive
Lexington, K'Y 40513



BOEHL STOPHER & GRAVES LLp

AEGON CENTER. - SUITE 2300 )
400 WEST MARKET STREET - LOWISVILE KENTUCKY 40202-3354

TELEPHONE: 502-589-5980
FACSIMILE: 502-56HD400
JEFFERSON K. STREEPEY
PARTNER
EXTENSION 234
ISTREEPEY@BSC-LAW COM
May 15, 2009

BY FACSIMILE AND U. 5. MATL

Mr. Stephen A. Houston
STOLL KEENON & PARK TLP
2000 PNC Plaza '

500 West Jefferson

Louisville; KY 40202-2828

Re-  Amercan Saddiebred Horse Association
American Saddlebred Registry

Dear Mr. Houston:

We represent the American Saddlebred Horse Associati.on and American Saddlebred
Registry. This responds fo your letter of May 12, 2009 addressed to the Presidents of these

entities and also responds to the May 4, 2009 letter sent by IDr. Simon Fredricks on behalf of
your clients. ' :

Although the ASHA and the Registry have no legal obligation to do so, they will provide
. documentation on ferns as follows: : g

1. Portions of the ASHA and Registry general ledgers itemizing the acconnt detail
covering the requested information for calendar years 2006 and 2007 will be available for review
by your representative at the ASHA office in Lexington on June 15, 2009 between the howrs of
830 a.m. and 4:30 p.m. You will need to identify your representative and his/her profession at
least three days prior to the inspection date, so the office will know whom to expect. EXUIBIT

tabbles’

E

444 WEST SECOND STREET | A0 BROADRAY ! [37MANSTREEE SUITE200 ! ELSEY EAST - SUITE 204, 400 PEARL STREET
LEXING TOM, KENTUCKY 405071040 PADUGAH, KENTUICKY 42001 l PIKEVILLE, KENTUCKY 4502 NEW ALEANY, INDLANA 47150
TELEPHONE: 859-252-672 | TEmHOE 270-442-4369 E TELEPHONE: 6DE-432-5670 TEEPHONE: BP-0455053
FACSIMILE: BS0-253-1445 , FACSIMILE: 270-442-4589 FACSIMILE: BOG-432-9580

TACSIMILE: BI2-048-53233



. BOEHL STOPHER & GRAVES Lie
Mr. Stephen A Houston-
May 15, 2009
Page 2

2. Joan Jones, the ASHA. controller, will be avarlable dunng those hours to answer
questions your representative may have concerning the account detail. Obviously, Ms. Jones is
not in a position to discuss matters of policy or to make discretionary decisions; she can only
provide information regarding the contents of the account detail.

3. Except with respect to Alen Balch the compensation of any individual employee
will not be disclosed. We believe our employees are entitled to privacy on compensation issues.
Mr. Balch has comserted to disclosore of his compensation, and his employment coniract and
deferred compensation agreement will be aveilable for your representative’ s review. Youmay be
sure Mr. Balch’s total compensation is as reflected in these agreements; he has received no
bommses, commission, royalties, or other forms of compensation and has in fact during the -
contract term volmtanly foregoﬂe significant salary and expense reimbursement.fo which he was
entitled under his contract. Both M. Balch’s employment coniract and deferred compensation
agreements were unanimously spproved by the ditectors in affendance at the ASHA board
meeting where they were discussed in detafl and referred to the Execufive Committee for
approvzl of a final form incorporating the approved terms. ATl duly elected directors were at that
board meeling except Mr. Heiman, who. did not attend. Minutes of the meeting have b
available on the ASHA Web site for over a yeer. .

4, Your representafive’s review will be in lisu of the meeting we previously
suggested between your gronp and the ASHA and Registry boazds during their regular July
- meeting. :

We will provide you copies of the ASHA and Registry Form 990 for 2008 after they are
completed. . :

Please direct all fiture cornmmmications to me and not to the ASHA or Reg‘istry officers
and directors. ' :

JESmfk
ool Judith Wemer
Barbara Molland
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May 20, 2009

By Electronic Mail
istreepeyimbsg-law.com

Jefferson K. Streepey. Esq.
Boehl Stopher & Graves LLP
Aegon Center, Suite 2300
400 W. Mazket Street
Louisville, KY 40202-3354

ASHA and Registry

Dear Mr. Strecpey:

By letfer dated May 12, 2009, on behalf of a group of senior members, I requested that the
Armenican Saddlebred Horse Association, fne. (“ASHA™) and the American Saddlebred Registry, -
Inc: (“Registry”™) produce certain documments or, in the altermative, provide an opportumty for an
accountant and other representatives of the senior members to review and copy the documents. -

By letter dated May 15, 2009, you responded on behalf of the ASHA and Registry
agreeing to produce some, bit not &ll, of the documents requested, Tn that letter, the ASHA and -
Registry contend that they “have no legal obligafion” io produce the documents. That is nof
carrect. For example, in Kentucky, “all books and records of 2 [ronprofit] corporation may be
inspected by any member, or Es agent or altomey, for any proper purpose at any reasonsble
fime.” See KRS §273.233. Accordingly, the ASHA and Registry shouid provide access fo all of
the documents previously requested. :

Although we remain troubled by the ASHA and Registry’s response and the delay in
making the existing documents available, we look forward to the opportunity to review and copy
the docurnents on June 15, 2009. As you requested, we will provide a list of the mdividuals who
will atiend the document production at the ASHA office in Lexington.

Sincerely

Stoll Keenon Ogden PLLC

)/

Sieghen A Houston

texineToN + lLouisvile + FRANKFORT + HENDERSON
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Tume 26, 2008

By Electronic MaH
istreepev(@bse-law.com

Tefferson K. Streepey, Bsa.
Hoehl Stopher & Graves LLP
Asgon Center, Suite 2300
400 W. Market Street
Laouisville, XY 40202-3354

Ameriean Saddlebred Borse Associztion, Ine.

Dear Mr. Stregpey:

The American Saddiebred Horse Assodiation, Inc. (FASHA™ ks & Kentucky non-profit
organtzztion. KRS §273.233 entifles members of 2 Kentucky rion-profit organization, and their
representatives, o have accoss to “afl books znd records” maintained by the non-profit
orgemization. By latier dated April 20, 2009, certain members of the ASHA asked 1t fo produce
documents relating fo its fnancial expendifures. The ASHA agreed to produce some, but pot afl,
of the responsive documents at ity office in Lexington on Jone 15, 2009,

Wi Walter Newell, CFA, and I appeared af the ASHA office on hme 13, 2005 =
representatives of certein members of the ASHA. You and the ASHA's sonfroller, Ms. Jozn
Tones met with us on befalf of the ASHA. Notwithstanding the clear lanpnage in KRS §273.233,
you confiemed that the ASHA refused fo oroduce 81l of the revords previgusty requested.
Furthermors, the ASHA refused to allow us o refzin photocopies of the sslect docaments it was
wiiling to et us see. You staed that you were following mstructions provided o you by Mr. Alzn
Halch. You also stated that it was your mdersiznding that Mr, Balch conferred with some of the
Officers or seme of fhe Exeonfive Committee, but net the fill Board of Directors, regarding the
derision to withheld dotuments.

Pursnant to KRS §273.233, we continue to demand to inspect and copy all of the books
and records pravioosly raquested, If possible, we wish. fo aveld pefifioning a comt allow
members of this non-profit orgamization to have access 10 s books and records. As you and I
Fiscussed, plesse present this ispue fo #he ASHAs Board of Directors for consigeration. Itis our
hope that the ASTA will comply with e law end make its records availsbls to its members.

LewneToN 4 Lousvile + FranxForT + HENDERSOM




Jefferson K. Streepey, Bsq.
" e 26, 2008
Pape 2

You permitted me to ask the ASHA controller, Ms. Joan Jones; questions about some of
the ASHA s financiat expenditares. Ms. Jones stated that the ASHA pays commissions fa some
of ifs employees, but it does nof have 2 formal written policy regarding comrissions, ncludng
the clgibility of ASHA employees and the amoonts available (o be ezmed. Please confivm that
the ASHA. hes no formal written policy reparding commissions. I a wiitten policy regarding
commissions exists, please produce a copy of it ;

Similarly, Ms. Jones stated that the ASTIA has also pald bonnses to some of s employees,
but it Goes nox have a farmal wiitten policy regarding the payment of bonuses. Please confivn

fhat the ASTIA has no formal wriiten policy regarding bomises. If & formal written policy
tegarding banuses does exist, please producs a capy of i -
When asked about 2 financial expenditure identified 25 2 “draw” of approximately $6,000,
Ms. Jomes stated that It wes an acvance paymient to William Wood for pofepfial fimdraising
commissions. Ms. Jones stated that she did nov believe the ASHA memorialized that agresment
inwriting. Ms. Jones also stated that Mr. Wond was 1old that ke would not need fo rern the
sdvanced maoney even if be never earned the coznmission by raishg the necessary amonnt of
. finds for the ASHA. Please confirm that the agreement with Mr. Wood was not memerialized in
wiitng, If an agreément was memorizlized in writing, please provide a copy of the wrilten
agreement.

The leffer to the board of directors dated February 10, 2009 from Bennett & Company,

CPAs indicates thal there is & conosm sbont “segregation of dities™ in the ASHAs zecotnting

/d&g-arbnmn Please provide documents indicating whether this matter Is 2 “contro} deficlency,”

“sonificant deficiency™ or 2 “material wealoess” z¢ defined by SAS 112 "Chmmumiceting

Trrernal Control Matters Jdentified In an Avdif " Also, plesse provide doouments indicating the
ASHIA’s investigation info this issue and fts efforss to resolve the fsse. :

Rased upon our review of the doctments that were produced on Jupe 13, it Is apparent that

fhe ASHA shauld also produce for inspection and copying, without limitation, the 22 categories
of invoices and other spesific docoments discossed belows

[ Please profuce documents indicating where the $20,000 related to Mr. Balch's
annyual defierred compensation is acerned in the December 31, 2007 andiled financial statements.

j2.  Expendimres dentified as “Mectings end Confercnces” totaled §222,166 n 2007.
Please provide &ll of the nvolees supporting thoss expenditures inchufing, without imitation, the
following:

«  $20522 Kentucky State Fair
o Saddlebred Deily $2,970
o Monday $593



Jefferson K., Streepey, Esq.
June 26, 2009

Page3

Tuesday $1,317
Wednesday $1,317
Thuzsday $1,317
Friday £330
Satmwdey §1.264
Sunday $1416 '
Cotrract Labor $2,500
06 Ring 1,250
o XSF Resvlts Commission 52,043
$25.610 Youth Confesence Expanse.
o Printing cost of §724
. o Embassy Snites of §6,525
$26,502 Lordosis |
$4{\;&3§ amnual mesfing expanse
o Embassy Suites $18,791
o Convention Sponsors of $Z,070
$28,171 Fondralser Anction
o Rocking Hur:se $2.,000
o Saddle $1,200 ° ‘
o Derby Tickets
o Execntive West $829%

¢ 0o o &t 0o o O 0

*

»

L

/ 3. Mestings and Conferenes toteled §155,865 it 2006. Please provide all of the
invoices supporting those expenditures incloding, without limitafien, the following:

« 572,080 American Saddlebred Ball
o $12.536
o 37468

+  $35,091 Annus) Meeting Expense
o $12418
o $7,723



Jefferson K. Sfreepey, Esq.

Jome 26, 2009
Page 4

J4

/5.

+ 6.
expenditures.
- Newell:

J 1

expenditores,

$50211 Eentucky Siate Pair Expense

o 35175

o Ounlime Paymen $5,221
Online Paymert $2.500
o L. Weatherman 32804

o

Printing axpenditutes totaled $200,796 i1 2007, Please provide ll of the invoices
supporting those cxpenditores including, withott timitation, the following:

»

»

=

&

L3

$21,691

$12.932

§15,751

$14,893

345297

Susanng Tharston $15,180
Stsenna Thorston $6,225
Mearcia Carothers $3,652

Printing expenses toteled $180,407 in 2006, Please provide zil of fhe involces
supportiog thoss expendittres inchuding, without Bmitation, the I{sﬂowmg'

-

L 3

$11,015
§39,531

| 519,880

$12.442
£14,009
£13,858
510,458

Contact fees fotaled 39,600 In 2007, Please provide invoices sapporting ‘thase
Also, please provide a odpy of any agreements with Mae Condon and Brenda

Confract fees ttaled 578,442 In 2006 Please providé inveices supporting those |



Jefferson K. Streepey, Esq.
Tune 26, 2009
Papgz 5

/R, . Advertising/Promstion totaled $13,523 in 2007. Please provide ail of the favoices
supporting those expenditures ncluding, without limitation, the following:

« Primea§1,732
« Advertising $1,000

Jo.  Adveriating/Promotion forled $63,287 in 2008, Pleass pravide al of the invoices
supporting those expendifures iIncluding, without Bmitation, the following:
v Priredi $1,648 i
*  Derby Tickets 2,300

¢ 32,1731 World Equestiian Games
> /10, Bapk fecs fotaled $19,447 in 2007,

» Please provide coples of bank sfatements for the months of Ianua'y 2007
threugh December 31, 2007, :

/11.  Bank fees totaled $13,442in 2096.

¢ Pleast prtmds copies of bank statements for the manths of Jameary 2006
through December 31, 2006,

« Please provide the fvnice supporfing the “APS Setflement™ charge of $1,119.

o 12, Interest expenses fossled 526,179 and S32,940-for 2007 and 2006, respectively, '
Please provide a copy of the Jease agreement and rc:;pactwc amortization schcduL that indicates
the necessity of these expenditures.

J13. Market Restarch totaled $12,796 2007,

+ Please provide il documents supporting those expenditures, inchuding the
nameand address of 2li payees.

« Please provide a copy of all agrecmcnts and contracis to perform work relating
to market ressarch.

fi4, Market Rescanch fotaled $38,721 in 2006.

+ Please provide all documents supporiing fhose expend:tm's, inelnding the
nzme aod address of all payess.



Jefferson K. Streepey, Esa.

June 26, 2009
Page &

{1s.

i5.

18,

1o,

20,

written Tesponses to those requests,

-

Please provide 2 topy of all apreenents and contracts fo perform work relating
to market research.

Webs page/omail fotaled $20,136 i 2007, -

Plesse’ provide alt documents supporiing those expendimes, ineludiog the
nzme and address of all payees.

Flease provide a copy of all agresments and contracts fo perform work relating -
to web page / email expenditures.

Web page/emalt totaled $4,267 in 2006.

w

Please provide all documents supporfing those expendifares, inchiding the
naine zmd address of all payees.

Please provide a copy of =]l agresments and confrects o perform work relafing
10 web page / email expendifires.

Sataries for fiscal years 2006, 2007 and 2008

-3

Please provide Invoices and other documents that support these erncrmes for
“administration,” “Corm, And Pubfications™ and “advancenent™

Please provide documents ii:dicaﬁn;g ali commissions paid
Pleasa provide documents indicating all bonuses paid
Please provide all job descripfions, croployment agreements and other

docoments indicating the ASHA and Registry employees respansible for
selling advertisements in magazines or cther ASHA productions, '

Renefits for fiscal years 2006, 2007 and 2008

L3

Please provide invoices and other documents that support these amounts for
*z dministration,” “Comm, And Publicafions™ and “advencement”

Execitive compensalion for the Registry totaled 381,687 $74,737 in 2007 and
2006, respectively. Please provide all invoices supporiing those expendifires, inchuding any sucly
invoices for contract labor, .

Please provide documents ndicating #l] writien rcﬁgmsﬁ by Alan Balch fo
parficipate in “outside activities™ as stated In his employment ggreement, Please provide all



Jetferson K Streepey, Esq.
June 26, 2005
Pase 7

J 21, Pleass pravide a capy of ai documents and commtnications thal ndicate that the .
ASITA® audits for fscal yesrs 2006, 2007 md 2008 comply with Slatement on Auwdfiing
Stemedards (SAS) No, 114; “The Auditors Comsaunication With These Charged with Governance.”

i 9%,  Please provide documents indicaing that the organization has adopfed FIN 4%
seootmtng for ifcome Bxes 10 cosure that it does not heve any 12x positions that could jeopardize
its tax exempl status.

Plezse let me Tnow at your earliest convenience, bul no later than July 13, 2005, if the
ASHA will produce all of the documenis yequested. Df course, please Tet ue know If you have
questions.

Siocerely

. Sigh Keenoa Ogden PLLC

S?bpgﬁﬂ A Houston
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For lmmadiéﬁa Release
Monday, July 13, 2008

Contact: Biice Cam, Mardeting & Communications Manager

saddiebred Association Enacts New Governance Policies, Releases
Documents

Lexington, Kenfucky - Atlis reguiady scheduled mesfing of the directors of the American Saddiebred Here Assodiaiion
(ASHA), held Menday, July 8, in Lexingion, Kentudhy, the board fornally adopted several new polides, continuing its
commitmernt to Increasingly open govemancs anc:l indlusion begun in 2005,

Forthe Iag five yearts, the Assodlation's annual convention in February has featured comnmittes meetings which are cpen to all
members In paricularn the Einance Commitiee's meeting which beginsthe copvention each year hasbeen open, and
attended by the Assodation's independent audiion fnancial statements of the Association and the American Saddiebred
Registry (ASR) are discussed In detall. Futher, the schedule each year hasinduded an open members forum, aswell asthe
fommal Annival Meeting of members, where the volunteer leadership, oaff, lenal counsal, and auditor are all available for
guesticning, and the independent audits are made available to Association members upen request ’

The Assciation's magazine, American Sadddlebred, which is mailed fo al] ssnior members, has higoricaily featured an annual
repoit in s March/April tssue, which hasbean fomalized and expanded in reeentyears ltsweb ste, www.saddlebred.com, in
its Govemance tabs and elsewhers, provides a window into the Association’s govemance, threugh video sieaming of the

annual meeting, spedal events, and publication of the organic documents of the Assaciabion and Regishy, as well asminuies
of directors meetings once approved. :

This meonth, with the lutemal Revenue Service having released a new and jengthy tax m=tum for all charitable and non-proiit
Drganizaﬁonsto'ﬁle gach year (Form 880, available to the public upon request from any such cmanization once filed), the
Assodiation’s dieciosadopied 2 policy of reviewing the annual eturh line-byiine before filing. The Registy'sboard did the
same. In addifion, each of the two boards adopied formal, writlen polidies en Document Retention, Employee Protedion, and
elaborated upon their previoudy anacted Conflict of Interest polices, congistent with gquestions in the new Form 580

The direciors also formally consdered a w=fes of lefiers recaived over the last ssverl months from a group of Assndation
members demanding finandal, personnel, and other documents. The boards vofed to disciose to the genem! membership of
the Association all such comespondence Including its responses on the membersscure area of its Intemetwebh ste, here.
Further comesporidence with this group of membemswill be posted In thisaea as well, along with matenals (such asﬁemf
ledger detall) produced for those members inquiing ahout finandal data and other documents. Certain documents not
available on the web site, relating to peronnel of private matters will be subject to insaér:ﬁun at the Association’s offices only
on wiitten request. Information fumished to ASHA on a confidential bags, and other records legally privileged or defenmined
upon advice oflegal counszl to be inappropriate for disdosure, will not be mleased.

saddiebred.com/asha/news.php?i... EXHIBIT

H

tabbles |
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The Asociation’s dirediors &lso approved new bylaws relating fo Liffigation and Inspection of Records. In addifion, the
Assodiation’s sail suggested and the directors approved a new policy anazbling any member, upon providing appropiiate notice
io ASHA, io vidt the officeson the thid Tuesday of each month beginning at 10 aim. on August 18, to inspect finandial
docurnents of the Assodiation. This policy will b& in placa from August until the Association’s annual convention in February
2010, = that all membaswill be penmitted to review material theye interested T, asweli as documents produced for other
inquiring members Senlor membersare also invited to atiend a document producton scheduled for Wednesday, July 29,
beginning at 10 a.m. 2t the Associafion’s offices in the Kentucky Horss Fark, per comespondenca releasad foday. Any member
wishing to attend must provide ASHA wrifen nofice by the dlose of busness on Wednesday, July 22.

Piéase address any quesions of comme nts to Saddlebred@ashanel

Bid now to support the Saddle
Click Hare for Detalls

& Return to Ne\.;ds

. You can change the year drop-down box to bring up press releases fom that year

. You can type in text in the search box 10 find a phrase that shows up in a press release fitle or
body text. The text search will only be applied fo the curent year selection.

« If you have any comments or problems please contact Will Wood Jr

Year:[2009 w] Search phrase:[ | [ Refresh |

This website copyright 1998-2008 by the Arrerican Saddiebred Horse Assochation. All Tights et nE T
reserved. No part may be published, hreadeast or redistributed in any form without the express Reader
written consent of the Anerican Saddlebred Horse Association. Use of this sfte signifies your agresment to the terms
of use. -

Authorized User Access

saddiebred.com/asha/news.php?f... 2/2



ROEHL STOPHER. & GRAVES L1p

AEGON CENTER. - SWTE2300
AD0 WEST MARKET STREET - LOUISVILLE, KENTUCKY 40202-3354

TELEPHONE: 502-58%-5980
FACSTILE: 502-56F3400
TerFFERSON K. STREEPEY
PARTNER
ExTeNsION 234
JSTREEFEY@BSC-LAW.COM
July 13, 2009

M. Stephen A. Houston

STOLL KEENON OGDEN, PLLC
2000 PNC Plaza

500 West Jefferson Street
Louisville, KY 40202-2828

Re:  American Saddlebred Horse Association

Dear Mr. Houston:

_ This responds to your Jume 26, 2009 letter. Your letter contains misstatements concerning
events of Frme 15, 2009. You assert I advised you I was following instructions provided me by
Mr. Balch in refusing photocopies. That is wrong. I clearly recall our exchange. You asked me
on whose authority I refused photocopies. I specifically told you “not Mr. Balch,” but rather the
officers of the Association and Registry to whom, responsibility was delegated by both boards. I
believe you have mischaracterized Ms. Jones’ statements t0 you conmcerming COMMISSIONS,
bonuses, and draws. She did not state ASHA had no written policies pertaining to these matters;
she said she did not know whether written policies exist.

We continue to disagree on the applicability of KRS 273.233 to your clients’ request for
documents. We do not believe the request is covered by the statute. At its July 6, 2009 meeting

the ASHA Board adopted 2 bylaw amendment covering docnment inspection, a copy of which 1s
enclosed. :

The ASHA Board reviewed your June 26 letter at its July 6, 2009 meeting. Even though
not obligated to do so, the Board authorized the production for inspection of the additional
documents requested in that letter. fr—

tabbles

I

444 WEST SECOND STREET l 40 BROADMAY l 137 MAIN STREE Nggg ) SUTTE 204, 400 PEARL STREET
LEXINGTON, KENTUCKY 405074040 {  PADLICAH KENTUCKY 42001 PIREVILLE, KENTUCKY 41502 TUNEW ALBAINY, INDIANA, 47150
! " .
TELEPHONE: 8522526721 i TELEPHONE: 270-442-4365 [ TELEPHONE: 606-432-8670 TELEPHONE: BI2-D48-5053
FACSIMILE: 553-2531445 i FACSIMILE: 270-A42-4585

FACSIMILE: 0G-432-5680 FACMILE Bl2-045-5233



BOEHL STOPHER & GRAVES LLp
Stephen A. Houston

Juiy 13, 2009
Page 2

The documents will be available for imspection at the ASHA office in Lexingtor,
Kentucky between 10 a.m. and 4 p.m. on July 29, 2009. Your clients are invited to attend ot to
send their representatives, or bring their representatives with them. Please let me know by July
22, 2009 who will be attending for your clieats.

Except with respect to Mr. Balch, the compensation of any individual employee of
© ASFHA will not be disclosed by name. ASHA comtinnes to believe its staff members are entitled
to privacy with respect to their individual compensation.

Vou shouid know that effective August 1, 2009 ASHA will designate the third Tuesday
of each month, vatil the anmmal convention in February 2010, beginming at 10 am as regular
. monthly office hours for any member to come 10 the ASHA office to inspect ASHA records, -
provided that requests are made at least five business days in advance for those materials
described in the above-referenced bylaw amendment, and ten business days in advance for other
tnaterials such member wishes fo review. This is an internal operating policy which will be
cecvaluated at the time of the amnual convention and may be modified or discontinned. It is not
part of the new bylaw. Personnel matters, compensation of individual staff members by name,
except for the cument executive secretary, information fumished to ASHA on 2 confidential
basis, and other records legally pavileged or detepmined by the executive secretary with advice
of counsel to be inapproprate for disclosure will mot be disclosed during these monthly sessions.

JKSanfk
Enclosare
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Tuly 232, 2009
Bv Flectronic Mait

istreepevi@bsg-law.com

Jefferson K. Streepey. Bsg.
Boehl Stopher & Graves LLP
Aegon Center, Suite 2300
A00 W, Markef Street
Louisville, KY 40202-3354

American Saddiebred Horse Associafion, Jne.

Dear Mr. Streepey:

As you are aware, we represent cer=in semior members of the American Saddlebred Horse
Association, Inc. ("ASHA™). Gur clients are concemed about significant expenditures incurred
by the ASHA and the American Saddlebred Registry (“Registry™} in recent years that remain
targely unexplained. On April 20, 2003, our chients asked the ASHA and the Registry fo produee
documents that indicate the specific purposes for thiose expendituzes as well as the recipients of
the money. Unfortumately, the ASHA and the Regisiry have failed to produce a single invoice in
support of those expenditures, which expenditures total several hundred thousand dollars per year.
It bas now been over three months since senior members of the ASHA first approached the

ASHA about these issucs. : '

Vour letter dated July 13, 2009, on behalf of the ASHA and the Registry, was mostly non-
responsive to the tssues raised in my letfer to you dated June 26, 2009, In addition, you continue
to dispute the plain language of KRS § 273.233 that provides all members of pon-profit
orgenizafions with access to gl records maintained by the non-profit eafity. Once again, you
failed to cite any authority for your position. ¥ tnally, you fafled to address the questions raised by
fhe ASHA’s audifor about the ASHA's accounting policics and govemance.

Nonetheless, after much resisiance and delay, your letter states that the ASHA and the
Registry have finally sgreed fo produce the documents we have sought for over three months.
A coordingly, Welter Newell, CPA, Ms. Maria Combs and I will arrive at 10 am. on July 29 at the
ASHA Office in Lexington to review the documents. :

Lexingron + louisviies & FRARKFORT + HENMDERSON

J
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Jefferson K_ Streepey, Esq.
July 22, 2002
Page 2

it is our vnderstanding that Mr. Cart Holden recently resigoed from his position on the
ASHA Finance Committee. In addition to the documents previcusly requested, please produce all
records inchuding, without limitation, all correspondence between Mr. Holden and any ASHA
member or employes, including Mr. Alan Balch, relating fo Mr. Holder’s position on the Finance

Committee from April 20, 2009 through July 22, 2009.
Sincerely
Stoll Keenon Ogden PLLC

joeb—

Stephent A. Houston
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Join Dates Nov 2007
Posts: 17

Originally Pasted by tiafox &
T the interest of feirmess, b Baldh was i Washington, D.C ain June 1580 reprasenting the ASHA at the Amerizn Horse Councll annuaf

| mesting, My understanding i that this wes at his parsonal expense, (and yes, I lsmed of this as & mamber of the Eguine Welfare
Comrittes)

So are you saying that the date dioser % confimed by Streepy, as a representaive of the ASHA, Mr, Balch could not be in the office? Was thers no
other date that could be chasen that would aliow for the Pxecutive Secretary of the ASHA 1o be present with the Mr, Houston, the member's
attomey? It is not my understanding thet aiomeys show up o question the businass of the Association on & regular om=asion, It seems the
Assodation might have been better carved T it iad teken this Into consideration and chosen a day that was more aveilable for Mr. Bald, instead of 8
date with an kmportaas and undiangesble, conflict that would keep him out of the office for the entirely of the time. One would assume that the
Anntaimeeting of the American Harse Coundl was Jkely scherduted well in advantz=.

Vo
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nDating - :
ol Singles. Equestdan Dating. Jein Now Fres! s Eiinece.Singles go

#102

Join Dates Nov 2007

ASB Stars O Posts: 3553

« Semior Member

Quoter

Originally Posted by nicole_ wettstein 73

Sp are you saying that ifie date chosen & confirmed by Skeepy, a% 2 representative of the ASHA, M. Baich oould not be In the offfca? Was
there po other dats that could be diosen that would affaw for the Executive Seowtary of the ASHA to be present with the Mr. Houstor, Hhe
member’s sttomey? IL & not my understanding that atfomeys Show ug fu guestion the business of the Assodation an 2 regular ocaasion, Ik
seams the Asspdation might have been hefter sarved iFiE Fad taken this fnte onsideration and chosen a day et was more avaiiable for Mr.
Balch, Instead of 2 date with 0 Fmportant and undsangeable; comffict that would keep bim out of the office for the entiety ofthe tme. One
would gestme Hhat the Amnual meeting of the Amercan Homse Coundl was Fkely schiduled well in advanae

1T -would Jike tr poirt nut that not2ll of the membership sees this eactly the way that this small group seems . So, when you stete that this isthe
=members® attomey, plezse be sure i specify exactly who hels representing.

Also, as a senior member, I would be ymich more pleased 4o see Alan Balch ot represerting the interests of our breed at important meetings such as

this, rather than wasting dme where his presence was not necessary.-Unless you have soimne specific knowledge of anything that Mr. Baich could do,
that Joan Jones could not. Bear in mind that this was 1o view documerts, corect? What could Alen Baldy's presence possibly bring 1o that mesting?

http:/firot.org/forum/ showthread php7=5108&page=11 8/12/2005
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Awhole lot of ASHA employes fine has been spent on these issues. As they searm fo be far more important to some, than o others, that would seem
to be 3 bit unfair o the balance of senior members, don't you thisk?

S ——

”Whalsumﬂﬂnzshawsymwhqﬂ:eyam—m&xm"MyaAﬂgﬁml .
=t

Yes, st IS a windmilll am filting =5y

v americansaddleb orihorse.eom

Fatoe
[y Tody, 12:27 Pt w103
Aian Bak:h Fx. 3 - Join Trate: Howv 2007
" Jurfor Member Posts: 13
W WA B
T haven't had the time tor look at this #hread for a few days, and Kok me & while to catch up through all the. . ... ar, well, let's just say ttcc;kll-;e-

2 while o sort through 1 Interesting that some very vocal peopie aren't even ASHA mernbarst

Someone asked Tor a win/win sohrtion. I ihink T alrzady offered one & long ways back in this taread, and the borrds of directors offered essentially
tha same one early o

aid mvall themsetves of the o oriunit offered to them fo it down with the board as =

The srrafl groop of concerned membets sho DK lind
whole and ¥*=tallcd* abouf their concems, defemmine what they are with predision andi or reviese whatever they want. -

- people of good faith — all of wham are purportedly interested in $he same thing, the welfare aad improvement and sustzinabiiity of the breed —
should =rmalk through their concems™, tpgether, not ndirectly through representatives, SUTOFAES, and fawyers . . . and not {with =l due respect}
op an Internet message board!  °

As 1 sid before, I'm quite confident thgt even the most private compensafion gquestions can be handied in s manner. We can cerizinly figure out a
way that will answer a0y Tegitimate question and also preserve ihe privacy of the staff members mncermed, s just nat that hard w envision.

T thers are really other policy o managemeTt CoNCEmS, Dot personally directed st any particular staff mernber, then such & resting would also be
veillmbie tp afc out'any of thoss differing pesspectives,

Let's view this problem &S an opporiinity — diffiouit a5 that may seem — and **al** the rmembers could then be tonfident that **their™* finandal
resources and stEff tme are not being diverted from the realfy Important problems facing ous breed and alf horses.

Han
mey, 0125 Prd - F1D&
Simon Fredricks _ Join s Der 2007
e Posts: 41
. Mr. Baldh: . .
Thank you for your offer we ACCEPT and sk for a date as soon 25 possible.
Simon Fredricks
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Jeff Streepey

From: Houston, Stephen [Stephen.Houston@skoﬂrm.com]
Sent:  Wednesday, August 12, 2009 2:42 PM

To: ~ Jeff Streepey

Subject: ASHA and Registry

Dear Jeff,

As we discussed, here is a copy of the offer made today by Mr. Balch on behalf of the ASHA and Registry. We
accept the ASHA and Registry's offer to allow concemned members to meet with the full boards and "review
whatever they want.™ | look forward to scheduling the meefing atthe boards’ earliest convenience.

Regards,
Stephen

Stephen A. Houston

Stoll Keenon Ogden PLLC

2000 PNC Plaza

500 West Jefferson Street

Louisville, KY 40202

(502) 333-6000

www.skofirm.coim

This message, and any documents or previous e-mails attached fo if, may contain confidential
information protected by the atforney-client privilege. If if was sent to you in error, do not read it.
Please inform the sender that you received it and then delete if. Thank you.

O Today, 12:27 PM
Alan Balch ¢ -

Junior Member

Join Date: Nov 2007
Posts: 13

Win/Win

T SR LIS R " b
RS L Dt o e etmmee b S TR TR

1 haven't had the time to look at this thread for a few days, and it took—ﬁe a while to cafch up
through alt the . . . .- er, well, let's just say it fook me a while fo sort through it. Interesting that
some very vocal people arent even ASHA members! '

Someone asked for a winiwin solution. | think 1 already offered one along Wa&s back in this
thread, and the boards of directors offered essentially the same one early on.

The small group of concerned members should avail themselves of the opportunity
offered to them to sit down with the board as a whole and **talk™ about their
concerns, determine what they are with precision. and inspect or review whatever they
want.

People of good faith — all of whom are purportedfy inferested in the same thing, the welfare
and improvement and sustainability of the breed — should =*talk through their concerns™,

0/1/72009
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together, not indirectly through representatives, surrbgates, and lawyers . . . and not (with all
due respect) on an Intemel message board!

As | said befare, I'm quite confident that even the most private compensation questions can
be handled in this manner. We can certainly figue out a way that will answer any legitimate
question and also preserve the privacy of the staff members concemed. It's just not that hard
to' envision.

[ there are really other policy or rnanagement concerns, not personally directed at any
particular staff member, then such a meeting would also be valuable to air out any of those
differing perspeciives.

Lef's view this problem as an op portunity — difficult as that may seem — and Fall** the
members could then be confident that **their™ financial resources and staff fime are pot

_ being diverted from the really important problems facing our breed and all horses. '

Alan

9/1/2009
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American Saclcﬂcbrcd
[Horse Association, Imc.

4083 lron ‘\f}\for‘rﬁ T’ar{mag, Lc\dngton, Y 40511

August 18, 2003

Mr. Tom Ferrebee, Post Office Box 540, Westfield Center, Chio 44251
Wir. Carl T. Fischer, Ir., 1041 Alia Vista Road, Louisville, Kentucky 40205
Dr. Skmon Fredricks, 101 Westcott, #1002, Houston, Texas 77007

Wis. Kris Knight, Past Office Box 114, Simpsonville, Kentucky 40067
Ms. Lynn W. Via, 3358 peakwood Drive, Roanoke, Virginia 24014

Dear ladies and gentiemen,

Last week, Dr. Fredricks publicly accepted our invitation for you to meet with our directors and disCuss any
concemns you may have.

After polling the boards of the Association and Registry, we will be noticing our Fail meeting for Monday, October
5, in Lexington, Kentu_cky, =nd will be hoping to see you at 1:30 p.m, Eastern Time. We will be meeting at the
Hospitality Tower of +he Johnson Outdoor Stadiurm, iocated at the Kentucky Horse Park.

Please let us know on or before Monday, September 21, which of you will be attending, and if there are any '
subjects beyond those covered in your previous correspondence you woulid Tike us to address.

Sincerely yours,

72 st Tttt O Y,

Barbara Molland, President Judith Werner, President
American Saddlebred Registry American Saddlebred Horse Association

copy: MoeAnson
Matthew Heiman, Esg.
Iohn lones
Billy Knight
Betiy Moore
Ron Moore
James Nichols
Randy Stoess
Allison Walker

Directors, Arerican Saddtebred Horse Association
Amrerican Saddlebred Registry
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Angnst 25, 2009

Bv Electronic Mail
isﬁeeD@@bsghlw.com

Jefferson X. Streepey, Fsq.
Boehl Stopher & Graves LLP
Aegon Center, Suste 2300
400 W. Market Street
Louisville, KY 40202-3354

ASHA and Registrvy

Dear Jeff:

As you are aware, Gur clients are senior members of the American Saddlebred Heorse *
Association, Inc. (“ASHA™), a Kenfucky non-profit organization. KRS §273.233 entitles
members of 2 Kentucky non-profit organization, and their represertatives, to have aceess to “all
books and records” maintained by the non-proft orgeanization. Accordingly, our clients have
requested to review certain documents meintained by the ASHA and the American Saddlebred
Registry (“Regisiry”). Unfortunately, the ASHA and Regisiry refused to produce pertinent
documents. That decision to not comply with the law, which requires complete transparency for

its members, was deeply troubling. It resulted in mmnecessary delays and increased costs for our
clients.

Nonetheless, after four months of delay and obfuseation, the ASHA and Registry
apparently reconsidered their positions and agreed to produce all of the documents we requested.
Specifically, on Angust 12 e ASHA and Registry agreed to allow our clients fo “inspect or
review whatever they want” In addition, the ASHA and Registry agreed to allow us to mest with

the full boards of the ASHA and Regisiry to present questions and discuss our concerns. We
accepted both offers that seme day.

By letter dated August 18, the ASHA. and Registry proposed to meet with us on October 5

in Lexington, Kentacky. However, the ASHA. and Regisiry failed to offer us a date to review the
documents it has thus far withheld. Of coursg, it is imperative that we have an opportunity fo

LexincTon + Lowsviie + FranxFoRT + HENDERSON




Jefferson K. Streepey, Esq.
Aungust 25, 2009
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review all of the pcrtinént docurgents before meeting with the boards of the ASHA and Registry.
Accordingly, please produce the following documents on ot before September 4, 2009.,

1. Please produce copies of all documents reflecting the ASHA’s and Registry's
internal comtrol policies and procedures with respect to financial receipts, expenditures and
accounts.

2. Please produee & copy of Mr. Balch’s employment contract.
3. Please produce a copy of Mr. Balch’s deferred compensation agreement.

4. Please produce a copy of documents indicating Mr. Balch’s time spent at wotk, on
vacation, and absent due to Hlness from Janpary 1, 2007 through foday.

5. Please produce copies of all decuments reflecting any employmert agreements and

compensation arrangemenis for all ASHA and Registry employees fiom Janoary 1, 2007 through
today. '

6. Please produce all documents reflecting the amonnt and nature of work performed
by any ASHA and Registry fuil-time employees, ncleding without Jimitatier Mr. Balch, on
behalf of the Umnited States Equestrizn Trust, Inc. (FUSETT), the United State Equesirian
Federation (USEF?) and any other entity or individual other than the ASHA and Registry.

7. Plezse produce copies of decuments reflecting all of the commissions paid o
ASHA and Registry employees for the period January 1, 2007 through today.

_ 8. Please produce copies of documents reflecting all of the bomuses paid to ASHA
and Registry employees from January 1, 2007 through today.

9. Please produce a copy of all contracts between Marcia Carothers and either the
ASHA or Registry.

10.  Please produce copies of all contracts between Mac Condon and either the ASHA
ot Registry. )

11.  Please produce copies of all documents reflecting the business purpose for all ef
the Kentucky Derby tickets purchased or sold by the ASHA and Registry.

12.  Please produce all documents reflecting the ASHA and Registry’s actions, if any,
in response to the letter dated February 10, 2009 In which the ASHA’s independent auditor
" identified “significant deficiencies” in the ASHA's internal control.

13. Please produce all docmments, inchiding without limitation all electronic mail,
reflecting comespondence between Alan Balch and former finance committee member Carl
Holden between Jenuary 1, 2009 and today.



Tefferson K. Streepey, Esq.
August 25, 2009
Page 3 of 4

14.  Please produce all docnments, including without limitation all electronic mail,
reflecting correspondence between Alan Balch and members of the executive comnittee between
Japuary 1, 2008 and today.

In the zltemative tp producing alf of the above docimments, piease confirm that the ASHA

and Registry will ot honor their offer, dated August 12, 2009, to allow our clients to “inspect or
review whatever they want.”

Sincerely,

Stoll Xeenon Ogden PELC

Stephen A. Houston

cc:  Dr. Simon Fredicks (By Electronic Mail)
Mr. Tom Ferrebee (By Electronic Mail)
Mr. Czrt Fischer Jr. (By Electronic Mail)
Ms; Kzis Knight (By Electronic Mail)
Mes. Lyan W. Via (By Electronic Mail)



BOEHL STOPHER & GRAVES, LLP

AEGOW CENTER. - SUITE 2300
ADO WESTMARKET STREET - LOULSVILLE, KENTUCKY 40202-3354

TFLEPHONE: 502-582-5580

FACSIMILE: 5025619400
JEEFERSON K. STREEPEY
PARTNER
ExTENSION 234
JSTREEPEY@BSG-LAW.COM
September 4, 2009

BY E-MAIL

Mr. Stephen A. Hounston

- STOLL KEENON OGDEN, PLLC
2000 PNC Plaza

500 West Jefferson Street

Touisville, KY 40202-2828

Re:  American Saddiebred Horse Association and Amercan Saddlebred Registry
Dear Mr. Houston:
‘We have yorr August 25, 2009 letter.

The Association and Registry made an offer in the form of a posting by the Executive
Secretary/Registrar on trot.org to amange 2 meeting between the directors of the ASHA =znd
Registry with your clients. That proposal provided in part “¢the small group of concemned
snembers should avail themselves of the opportunity offered to themn to sit down with the Board
as a whole and talk about their concerns, determine what they are with precision, and [underline
added] inspect or review whatever they want.” That offer was accepted by Simon Fredricks on
behalf of your clients, also by a posting on {rotorg in. which Dr. Fredricks said “thank you jor
your offer we ACCEET and ask for a date as soon as possible.” Your Angust 12, 2009 e-mail to
e stated “we accept the ASHA and Registry-offer fo allow concemed maembers to meet with the
fiall boards and review whatever they want I Took forward to scheduling the meeting at the
boards® earliest convenience.” Neither your e-mail nor Dr. Fredricks’ posting contained amy
conditions on acceptance, nor did either suggest an additional -doctment production prior to the
meseting. The offer cerfainly did not confemplate yet a third decument production prior to the

AA4WEST SECOND STREET i 410 BROADWAY § 37 MAN STREET SUTE 200 £ g SRy EAST - SUITE 204, 400 PEARL STREET
1EXING TON, KENTUCKY 405074040 % PADLICAH, KENTHCKY 42001 PIEVILLE, KENTIKXY Al502 E NEW ALBANY, INDIAMA 47150
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: :
TALEPHONE B55-252-6721 1 TELERHONE 270-442-4358 L TELEFHONE: BDE-L32-DE70 ? TELEPHORE: BI2-848-5053
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BOEHL STOPHER & CRAVES up

Stephen A. Houston
September 4, 2009
Page 2

meeting. In short we have an agreeiment that does not contemplate yet another document
production prior to the October 5 meeting. :

Nevertheless, pursuant {o ASHA’s previously announced guidelines for the availability of
document inspection by its members tpon written request, ASHA will make docnments you
requested in your Augost 05 letter availsble for inspection by all the members on the third
Tuesday of this month, September 15, 2009, at 10 am. at the Association offices in accordance
with those gnidelines. Many of the documents you have requested have already been provided,
but will be made available once again. The only exception will be any documents which the foil
Association Board has not yet had an opportunity to discuss. Please let me know by Septernber
10 who will be aftending the document production on September 15 for your clients.

The ASHA and Registry directors have rearranged their fall meeting schedule in order to '
meet with some or all of your clients on October 3. The directors look forward to mesting with
thern at that time. '

Sincerely,  / |

o

\f? ;j i
Icﬁ?&)g X. Streepey
L/ »
S

JKSmmfk -

cc: Alan Balch
Tndy Wemer
Barbara Molland
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Jeff Streepey

From: Houston, Stephen [Stephen.Houston@skoﬁn’n.com]
Sent:  Thursday, September 10, 2009 5:48 PM

To: Jeif Streepey

Subject: RE: ASHA

Jeft

1 will attend the ASHA document production along with Maria Combs and Dub Newell. Cf course, we reiterate our
pasition that the ASHA, a Kentucky non-profit entity, should allow us io inspact all of the documents we have
requested. KRS 273.233 provides clear authority for ASHA members and their representaiives fo inspect "all
records” maintained by the ASHA, and the statute makes no exceplion. We will seek refief from a court if the
ASHA fails; once again, to allow ifs members fo inspect "all records.” :

Regards,
Stephen

Stephen A. Houston

stoll Keenon Ogden PLLC
2000 PNC Plaza

500 West Jefferson Street
Louisville, KY 40202
(502) 333-6000
wmw.skaﬁrm.cam

From: Jeff Streepey [rna_ﬂto:JStreepey@BSG—Law.com}

Sent: Friday, September 04, 2009 11:00 AM

To: Houstan, Stephen

cc: Alan Balch (alan@asha.net); Barbara Molland; Judy Werner (redwingfarm.wemer@gma‘l!.cam)
Subject: ASHA :

Stephen,
See attached.

Jefferson I Streepey

400 W. Market St. Ste 2300
Louisville, Ky. 40202
502-589-5880

Fax 502-561-5400

Because he extensive disclosures required by IRS Circular 290 in tax communications to clients are not contzined in this document, you
may not rely an any &x advice contzined in this e-mail (or attachments) o avoid tax penalties. :

9/21/2009
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“ Subject; FW: ASHA:

~-—{Qriginal Message——

From: Houston, Stephen [mailto:Stephen. Houston@skofirm.com}
Sent: Friday, September 25, 2009 3:56.PM

. Tox Jeff Streepey )

Subject: ASHA

Dear Jeff;

tf the ASHA will confirm that it will produce ali of the corporate records previously requested by iis members, WJthout exception, on
October 5, 2009 tha fo!iowmg people plan fo attend the proposed meeting on Cetober &:

Thomas Rutledge

Stephen Housten

Walter Newell

Kris Kright (Plegsantview Farm}

Bill Knight (Pleasantview Farm)
Mztthew Helman

Edward Bennett (Undulata}

Lynn Via (Fox Grape)

Anne Neif (Blythewood)

Marion Hutcheson (Happy Valley Stables)
Nancy Leigh Fisher

Tom Ferrebae (Tom Ferrebee Stables)
Mozelle Anson

Dr. Sinon Fredricks {by telephone)

7. Thomas Galbreath

Victoria Reed

Candi Covine Aversenti

Please understand that the above listis rot exhaustive. Other mernbers may plan to attend.

Regards,
Siephen

Stephen A. Houston

Sioll Keenon Ogden PLLC
2000 PNC Plaza

500 West Jefferson Street
Louisville, KY 40202
1502) 333-6000
www.skofim.com

10/5/2009
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COMMONWEALTH OF KENTUCKY
FAYETTE CIRCUIT COURT
THIRD DIVISION
CASE NO. 0&8-CI-5282
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AMERICAN SADDLERRED

HORSE ASSOCIATION, INC. PLATINTIEE E
V.
EDWARD R. BENNETT, et al. DEFENDANTS

* % % * % % % % % %
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The deposition of JOAN JONES was taken before

PRI S S

Shannon L. Wheeler, Court Reporter and Notary Public in
and for the State of Kentucky at Large, at the offices of

Stoll Keenon Ogden, PLLC, 300 West Vine Street, Suite

S P I A ST T T T

2100, Lexiangton, Kentucky, on March 17, 2010, commenciag §
at the approximate hour of 9:00 a.m. Saild deposition was
taken pursuant to Notice, hereteofore filed, for any and
all purposes permitted under the Kentucky Rules of Civil §
g% f
Procedure. § i
3
% % * % £ % & & %
AN/DOR REPORTING & VIDEO TECHNOLOGIES, INC.
SHEANNON L. WHEELER, COURT REPORTER i

b50673f9-3d7h-482d-a9c3-520¢5798445f
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APPEARANCES :

Edward H. Stopher, Esqg.
BOEHL, STOPHER & GRAVES, LLP
444 West Second Street
Lexington, KY 40507

COUNSEL FOR PLAINTIFFE

Stephen A. Houston, Esd.
STOLL KEENON OGDEN, PLLC
2000 PNC Plaza E

500 West Jefferson Street

Louisville, XY 40202
COUNSEL FOR DEFENDANTS

AN/DOR REPORTING & VIDEO TECHNOLOGIES, INC.
SHANNON L. WHEELER, COURT REPORTER
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Page 12

reporting of rules violations?

You know, I don't know. I would say, if
there was a violation, they might. I can't
honestly say.

Who would know thaﬁ?

Either the assistant registrar or the
executive secretary or the registrar of the
registry.

What records do you maintain relating to
printing e#penses?

I maintain the invoices. That's about what I
would maintain, the invoices. I pay the ;
bills. | :
What other records are maintained by the ASHA
or registry relating to printing?

I don't know. I mean, I don't know what you
mean exactly. T guess I just don't know what
yvou mean, what other records. T mean, we pay
the invoices. Now, that would be it. I just
can't tell you.

What are the largest invoices relating to the
printing expenses that you're aware of?
Probably Publishgrs Press. That's the
magazine.

How many magazines would the ASHA order,

b5067918-3d7b-482d-a8¢c3-520c5798445f
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Page 13

generally?

It would depend. I think I've seen them
order as much as 6,000 to 8,000. Now, I --
yvou know, I don't do the ordering, Ilpay the
bills and they approve them, but I believe
I've seen that many ordered. They go to each
member, and then a couple of extra, you know,
will be passed out. _

You said you pay the bills and they approve
them. What did you mean by that?

Well, whoever in the magazine department, you
know, they talk to the printers and agree to
do how many issues and how many copies, and I
don't pay an invoice unless I get an approval
that this is what we agreed to pay or what
was to be paid.

It might be a good time for you to explain to
me then the process for approving all
expenditures.

Okay. When the mail comes in, of course
there's invoices, and they are given to me.
If it's a telephone bill or something that's
an every-month expense, and there's no
changes on it, I look over it and I set it up

for payment. Anything other than that, if

b5067919-3d7b482d-a%c3-520c579844 51
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just said a breach of contract. He didn't
really discuss why he left. It was a shock.
A breach of contract by whom?

Well, I'm assuming the ASHA.

Did he say what that breach was?

No, sir.

Are you aware of a dispute between Mr. Balch
and Carl Holden this past year?

Yes, I am.

What's your understanding of that dispute?
Well, Mr. Holden called me one time and asked
me if Allen héd taken a reduction in salary,
which he offered to do, and he had not. And
he asked me another guestion about long-term
care, and I answered him. And then I told
Allen that he called. Now, I don't know who
emailed first, but an email was sent, and I
don't know if Allen did the first email or
Mr. Holden, but in the course of the emails,
they had a disagreement, and the end result
was that Mr. Holden resigned from the finance
committee.

Have you seen those emails?

I was copied on the emails.

What was the dispute?

b50679f9-3d7b-482d-a%¢3-520c5798445f
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page 21 |
against the ASHA for breach of contract?

I don't know.

Who's performing the duties of the executive
secretary at this time?

No one right now. We get in touch with our
president, and get approvals with the
presidgnt of both the registry and the
association, and with our treasurer,.

Do you have a timetable for when you expect
to have a new executive secretary?

There is a search committee handling that,
and I don't know what their timetable is.

Do you know who the next executive secretary
is going to be?

No, sir.

Do you know if there's a list of individuals
who are being considered?

The applications went to -- there was a firm
in Louisville that the search committee -- or
a person that the search committee contacted
to handle that. A few resumes came to our
office and they were forwarded on, and so
from there, everything went to the search
committee and whoever handles that.

Who is responsible for hiring employees at

b506799-3d7b-482d-a9¢3-520c5798445f
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1 A Yes.

2 Q Why?

3 A Well, the work was Jjust not there, you know,
4 and we were trying to save money. Reduction
5 ‘ in forxce.

6 Q When did the work slow down for Ms. Hill®

7 A I don't know exactly how the workflow went

8 for her. Her fifty percent of the trust,

S I —~ you know, I don't know what she did

10 there. She did work on the registry, and

11 whatever she would get ready for boérd

12 meetings and things, you know, well, with no
i3 executive secretary, we might not have that
14 now, you know, for a while. TI mean, you know
15 _ what I'm saying. So I don't reaily know what
i6 all she did do out there, but I know that we
17 falt that we could do without her.

i8 Q Who made that decision?

15 A Judy Werner, I believe.

20 Q When the ASHA received requests from

21 concerned members to produce certain books

22 and records of the-ASHA and registry, how did
23 : the ASHA and registry determine what records
24 to produce?

25 a We produced, I believe, what was requested.

ST T

bh0679f8-3d7Th-482d-29¢3-520c5738446f
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but I don't know that he reviewed each %
docuﬁent. é

Q " Who made the decision to redact certain %
documents? %

A Now, what do vou mean redact certain :
documents?

Q Are you familiar with the term redaction?

A Uh-huh (AFFIRMATIVE). I thought we pretty
much -- I thought the association provided

everything you requested except for personnel

4T R TR T B R RS NI e s AT TN BRI SST W I TR PSR i e

and emails.

REIR

Q So you don't know who marked out certain

b

e T T S R L

paragraphs, words?
A Oh, yvou mean the redacted information. In
some I did, for Social Security numbers and

things that -- you know, we tried to ~- ﬁe

BRI

let some go out. You know, you had some with

Social Security numbers, but on the personnel

Z]
E
£
&
5
:
B
b

files, any payroll information, it was tried

to be redacted. Anything that, you know, %

they félt was personal was to be redacted. %
Q And when you said they, who are you referring %

to? ;
A Well, I mean Allen and me. I mean, we would

try to redact what we could on that. And

TR SR R T S TR BT )

e T T e e e o e e e S e
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Page 41
credit card numbers, we tried to redact that.

Before filing this lawsuit, did anybody else :
review those docume;ts that were produced to
the concerned members?

Who would you mean? _ ;
Just anybody.

No. They were in our office. They were on
the Internet, some of them, on the web page,
so I guess I would have to say yes, some

people would have reviewed them on the

R TP TRV T o P T T St SRR B 6

Internet, you know, on our web page.

So some of them were placed on the Internet? %
Some. Whatever was placed on the web page %
would have been subject to review by lots of %
people. g
Did anybody review the entire compilation of %
documents that was produced to the concerned %
members other than you and Allen? %

I would say I don't think so. You mean
within the office or anybody coming inte the 2
office? I don't think so.

Were you aware that the concerned members

U TR E G L E = F T 1)

continued to ask for documents that were not

provided to them?

Yes. We provided the basics, but when the

e Y P AL - G A S T

E|
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1 background? .

2 A I have a high school education, and I've

3 taken some accounting courses at colleges. I
4 have about -~ it's either eight or twelve

5 credit hours in accounting.

6 Q And how many years of experience have you

7 been working in accounting?

8 A Probably thirty, maybe thereabouts.

5 What's the annual budgeﬁ for the ASHA and

10 registry combined?

11 A Well, now, you're asking me a tough question.
12 I would say it's going to be close to

13 $2 million in income. We're looking for a
14 tougher year. Probably close to the same in
15 expenses. It's going to be an even year.

16 I'm guessing now. I use my worksheets for
17 everything.

18 Q And are you familiar with the audit report
19 relating to the ASHA which identified

20 significant deficiencies in the financial

21 oversight?

22 A Yes, sir.

23 What is your understanding of those

24 significant deficiencies?
25 a It's my understanding that that is something

A e D P e e L e A P
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that the CPAs have to put in when you're a
small organizatign. We don't have the
personnel to segreéate duties in the exact
way that would be acceptable —-—- or not so
much -~ well, acceptable, and that you would
want to have them separated. I think it's a
GAP policy.

And what do you mean by segregation of
duties?

Well, you probably wouldn}t want to have one
person deposit all the money, write all the
checks, reconcile all the bank accounts. You
need to have different people do things like
that. I mean, that's just kind of quick and
dirty. You want to have more than one person
involved in handling the funds in and funds
out.

Are you familiar with the list of
recommendations that have been issued by
Kentucky's auditor, Crit Luallen, relating to
the oversight of nonprofit entities?

I did see that. I read over that briefly, I
think last summer, in the summer of '09,.

And does the ASHA comply with those

recommendations?

T T e T
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1 STATE OF KENTUCKY )

)
2 COUNTY OF JESSAMINE )

TS 2 e BT e e Bt

5 I, SHANNON ILYNN WHEELER, the undersigned

6 Notary Public in and for the State of Kentucky at Large,

F Ty R P W TR T

7 certify that the facts stated in the caption heretc are
8 true; that at the time and place stated in said caption
9 hereto personally appeared before me, and after being by

10 me duly sworn, was examined by counsel for the parties;

TR o et 14 vt Crv oo e LU N o e EVLE

11 that said testimony was taken down in stenotype by me and
12 later reduced to computer transcription under my

13 direction, and the foregoing is a true record of the

14 testimony given by said witness.

15 7 No party to said action nor counsel for said

16 parties requested in writing that said deposition be

17 signed by the testifying witness.

18 My commilssion expires: March 23, 2010

19 IN TESTIMONY WHRREOF, I have hereunto set
20 my hand and seal of office on this the 6th day of

21 . April, 2010.

22
23 |
24 ' SHANNON LYNN WHEELER,
NOTARY PUBLIC, STATE-AT-LARGE
25 |

e A = =
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COMMONWEALTH OF KENTUCKY
FAYETTE CIRCUIT COURT
22nd JUDLCIAL CIRCUIT
DIVISICN 3
CIVIL ACTION NC. 09-CI-05292

AMERICAN SADDLEBRED
HORSE ASSOCIATION, INC.,

DEPOSITION TAKFEN ON
BEHALE OF DEFENDANTS

BY: NOTICE
PLAINTIFEFE
vs.

EDWARD R. BENNETT,

CARL T. FISCHER, JR.,
KRIS KNIGHT, TOM FERREBEE,
SIMON FREDERICKS, M.D.,

and LYNN W. VIA, WITNESS::

[ L

DEFENDANTS CARIL HOLDEN

* * * *x * * * %

The deposition of CARL HOLDEN was taken
before Ann E. Chastang, Court Reporter and Notary
Public in and for the State of Kentucky at lLarge, at
the law offices of STOLL, KEENON, OGDEN, PLLC, 300 West
Vine Street, Suite 2100, Lexington, Kentucky, on ,
Thursday, March 11, 2010, commencing at the approximate
hour of 9:00 a.m. Said deposition was taken pursuant
Lo Notice, heretofore filed, to be read and used on .
behalf of the Defendants at the trial in the above-
captioned action and all cther purposes as permltted by
the Kentucky Rules of Civil Procedure.
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Page 32

What led to Mr. Balch resigning f£rom the
ASHA?

I don't know specifically. As I understand
it, there was some feeling by Mr. Balch that
the board ~-- certain board members in doing
an investigation of some registry data
conducted an investigation as to whether
procedures were followed and that Mr. Balch
felt that the board and those members
intruded on his responsibility of managing
the association, and as a result he resigned.
And, again, that’'s to the best of my
knowledge. I don't have a lot of detail on
why Alan left.

What did that investigation involve?

The investigation involved interviewing I
believe one or two staff members as to the
process of the registry of a certain American
saddlebred horse.

Which horse?

I believe the horse was a five harness mare
named Mother Mary.

Which employees were interviewed?

I don't recall. I don't recall the

employees’ names.

76261541-7274-4681-h70c-b77424621361
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Page 33 |

Which board members were involved in the
investigation®?

I believe there were three individuals
involved. I believe it was Dr. Margaret
McNeace from Texas, Ms. Barbara Mulland from
California as well as Chuck Herbert from
Indiana. I believe those were the three
individuals that did the investigation.

Is the investigatioﬁ.complete?

To my knowledge it 1is.

What was the result?

The result to my knowledge was that the
specific procedures were not followed in the
registry but that there was no beneficial
result to anyone involved for those
procedures not being followed. BAnd I asked
that question specifically. As a result of
not following the procedures, did anyone
benefit or was anyone hurt. BAnd the response
I got from our president was negative; that
nobody -- that there was no negative
repercussions to any individual as a result
of not following those procedures. And it
really had to do with -- there was no

impropriety in terms of the sale or purchase

76261541-T274-4681-b70¢-b77424621361
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Page
of the horse. As I understand it, the

procedures that are in place at the registry
is that certain documents have to be in hand
before a transfer is done. BAnd in this
particular instance some of those documents
were not in hand at the time of the registry
or the time the transfer was completed.

What led to the violations®?

I don't know.

Are there typically fines or penalties for
violating the rules? |

It would depend on the severity of it. If
there was a serious outcome where somebody ——
an individual member was harmed, there would
be, but if there was no -- it's kind of like
in basketball, no harm, no foul. Then there
would be no repercussions.

How did this come to the attention of the
board?

One of the staff called a board member and
indicated that in her opinion that rules --
procedures were not followed and it was a
concern to her.

Which staff member?

I don't recall.

34 |
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Page 35 g
Would the investigation have been documented?
Yes.
How was it documented?
I'm sure a report was ~- I say that. I
assume that a report was prepared by the
three board members who did the
investigation.
Have you seen a report?
Have not. But it was reviewed at the
February board meeting.
Were you at the February board meeting?
Yes, T was.
Who would have reviewed it?
The individuals who did the review would have
discussed it with the board.
They didn't share it with the other board
members —- the réport, I mean®? |
I did not see a written report but it was
discussed.
Does the ASHA or the registry maintain
records relating to reports of rules
viclations?
I'm not aware of those if they are but --
Who would know?

I would assume that the president and/ocr the

76261541-7274-4681-b70c-b 77424621361
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Page 41 §
Q. Did you agree with the ASHA's decision to

withhold financial documents from its

members?
MR . STOPHER: Cbjection.
A, It's my understanding that the financial

records and books of accounts were not
withheld; that those were prowvided.

Q. Do you know if the monthly reports that the
finance committee reviews were provided to
the members?

A, ‘ If they were provided with all the minutes,
then they should have been provided. i don't

know specifics.

Q. - But you believe those should have been
provided?

A. The minutes of the meetings, ves.

0. ' What about the monthly report that was

provided to the finance committee members?
A. It's my understanding that those monthly

reports were provided to the members.

Q. Who told yvou that?
fhe executive secretary as well as -~ the
executiﬁe secretary reportea that all
financial records were presented and were

prepared and presented for review. And I

r rre T T e

- ]
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Page 42 é

personally witnessgd eight boxes of data that
were available for review.

Did you look through those eight boxes?

I did not.

Did anybody lock through those boxzes to
determine if indeed all of the financial
records were provided to the members?

I don't know.

The ASHA decided to file a lawsuit without
determining if the financial records were
indeed disclosed?

To my knowledge, those financial records were
presented. Let me make one comment. I was

aware of numerous occasions the members were

‘asked what documents have you not seen and I

never recall seeing the response that these
documents were not available.

Do you recall seeing a list of documents that
were requested by the concerned members?
Numerous times.

And do you recall seeing follow-ups from
those members stating that those particular
documents, certain particular documents had
not been provided?

My recollection that it was all in a kind of

:

76261541-7274-4681-bT0C-b77424621361
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Q. Do you think that it made sense for the
concerned members to accept the ASHA's offer
to come review whatéver they wanted and
discuss it with the board?
A. Yes .
Who made the decision to produce certain
documents and withhold certain other
documents?
MR. STOPHER: Objection.
A. I'm not aware of any documents that were
rejected or not submitted. |
Q. Are you aware that this litigation is to h

Page 43%
generic response that all documents have not
been produced._ I've never seen a report that
said the financial reports for November of
2004 were not included or the balance sheet
for January 2006 was not included or that
this specific line item was not included. I

never saw any kind of detail like that. It

was all a very generic response that all the
documents were not produced. And when you're

dealing with something of that mass, that's

hard to get your arms around.

address whether or not members are entitled

to documents that were not produced? .

e e T e
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Page 44 %
1 A. When I say "documents,” I'm referfing to
2 basically the books of accounts which as my
3 understanding of the statute, that's what is
4 ‘supposed to be made available to the members.
5 All records and books of accounts of a |
6 ‘ ‘ financial nature. 2&nd it's my understanding i
7 that that's what was produced. ?
8 0. If you were to learn that all records and %
9 boocks of accounts of a financial nature were é
10 not profided to the concerned members, would é
11 that surprise you? ?
12 Al . If I were provided a list of the -- a detail g
13 of the documents that were requested that %
14 were not produced, then that would surprise E
15 me . %
16 Q; Who is ip the best position to identify a %
17 list of all of the financial books and. 1
18 records that exist? |
19 A. The executive secretary.
20 0. In the absence of the executive secretary,
21 who would know that information?
22 A. Joan Jones.
23 0. Do you have any reason to believe that
24 members of the ASHA who were not on the board

25 would have access to a list of all the

e T N et e
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1  STATE OF KENTUCKY )

COUNTY OF FAYETTE )

R A T R T Y i 1 Ak 5 3 T A T PR A

I, ANN E. CHASTANG, the undergigned Notary
3 Public in and for the state of Kentucky at Large,

et

certify that the facts stated in the caption hereto are
4 true; that at the time and place stated in sailid caption

the witness named in the caption hereto personally

T ALY W FTORCo EE A T E ML U T H T

13 hand and seal of office on this the 16th day of

5 appeared before me, and after being by me duly sworn,
6 wag examined by counsel for the pa;ties; that said 7
7 testimony was taken down in stenotype by me and later %
8 reduced to computer transcription by me, and the %
9 foregoing is a true record of the testimony given by g
10 sald witness. %
11 My commission expires: May 12, 2011. %
12 IN TESTIMONY WHEREOF, I have hereunto sget my %
-

14 March, 2010,

15

2

i
17 : ANN E. CHASTANG, )
18 NOTARY PUBLIC, STATE-AT-LARGE :
19 KENTUCKY ;
20 E
21 |
22 :
23 é
' é
24 :
25 .
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NO. 09-CI-5292 : FAYETTE CIRCUIT COURT
‘ - DIVISION 3

AMERICAN SADDLEBR¥D HORSE ,
ASSOCIATION; INC. B PTAINTIFR

~—

v. ' AFFIDAVIT OF ALANF. BALCH.

EDWARD R. BENNETT, CARL T. _ -
FISCHER, JR., KRIS KNIGHT, TOM .
FERREBEE, SIMON FREDRICKS, . -

M.D. AND LYNN W, VIA R DEFENDANTS

¥k k%

Comes ALAN F. BALCH, being duly sx;vom, and states as ;fdllows ;

1. I am the Executive Secretary of the American Saddlebred Horse Association, Inc.

2. I have reviewed the defendants’ request for production of documents.

3. ‘ E}_.{qept as described in the following paragraphs, to the best of my knowiedgé the
documents requested were prodx-lced to counse! for the defendants for' review prior to the filing of
- this declaratory jud;gmenf acﬁon. Many of fhe subject documents were posted on the plaintiff’s
Website after reviev} B}_r defendants’ t;ounsel where they are available to all members of the
American Saddlebred Horse Association including the defendants.

4. ﬁle foﬁowing‘documents, if existing, w‘ere not produced for inspection:

A Compénséﬁon records of in;:]ividual employees and staff of the Amerlcalll
Saddlebred Horse Association were not produced fo'r inspecﬁc;n, aithough fotal annual payroll
figures were produced. o | -

b, Contracts between ASHA and individual staff members were not
produced, altgough the employment confract and deferred compensation agreement of Alan F.

Balch were produced.




s Documents, imcluding electronic mail, reflecting correspondence between.

officers, including Alan F. Balch, and members of the Executive Committee and directors of

ASHA.

d. E-mails between Alan F. Balch and former finance commitiee member
and director Carl Holden. - |

e. Doc;uments relating to mfoma_ﬁﬁn received by Ms. Wemer relative to the

. - . ] * s
September 18, 2009 Executive Committee meeting.

il Documents reflecting; regarding; or relating to potential violgﬁons of
ASHA and Registry rules by ASHA and Registry employees and board members.
5. | The following documents, if existing, were. produced to the defendants, buf
_photocopies were not furnishea: | -
| a.  The employment zgreement and deferred comp;ensaﬁoﬁ agreement
~between ASHA and Alan . Balch. ‘ -
. b. All documents reflecting, regarding or 'relatil.;zg to the ASHA’s Registry
intérﬁal (;ontrol pbh'cies and procedures “with respect to finance receipts, expenditures, and
accounts, | | |
c. All doéuments reflecting, regarding or relating to- the date upon which the
internal control policies and procedures Weré adopted and implemented.
d Docuﬁlents reflecting Mr. Balolfs time ‘spent at v;rork, on vacation, and
absent due to ilivess.
e. ' Documents related to work performed by ASHA employees including Mr.
Bﬂalch on behalf of the USA Equééﬁ-ian Trust and the USEF and any other individual except

- ASHA and Registry.



Lhs bl

Alan/F( Balch l
]
Subscribed and swom to before me by ALAN F. BAL.CH thls (—(,f}q Lol M A ’7

-

Q.._"“‘

S

2010.

My commissions expires: \}f)/\{bldgb 9:-(‘{ 2o({

Uu}b imﬂdjf%

Notary Public, State at Large, XY,
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NO. 09-CI-5292 - FAYETTE CIRCUIT COURT
DIVISION 3

AMERICAN SADDLEBRED HORSE : _ -
ASSOCIATION,INC. . - PLAINTIFF

v. - ' AFFIDAVIT

EDWARD R. BENNETT, CARL T.

FISCHER, JR., KRIS KNIGHT, TOM.-

FERREBEE, SIMON FREDRICKS, :
‘M.D. AND LYNN W. VIA DEFENDANTS. -

* ok & ko
Comes CONLEY SALYER, an attorney licensed to practice in Kentucky, being duly

sworn states zs follows: S -

L. I am an atforney licensed to- practice in Kentucky with an office In Lexington,
- Kentucky.
2. My pfac,tice is limited to nonprofit organizations and_foundations.

3. Thave taﬁgizt .as adjunc’é facwity at ﬂIlE; Univérsity of Kentucky School of Law.-
4, T have been retained as an expert witness in the captioned maﬁer by the plaintiff,
American Saddieb:ed Forse Association, Inc.
| 5. In my opmmu intra office memoranda of the Amencan Snddlpbred Horse
Association, Inc. are protected by law and are not required to be disclosed under KRS 273 233.
6. . In my opinion communications among officers znd directors of the American
‘Saddlebred Horse Associﬁtion are prdtected by law and not requi:%d to be disclosed under KRS ‘

273.233.

* . v N E ;




7. In my opinien personnel records of employees and staff of the plaintiff related to
medical and other confidential maiters are protected by law and not required to be 'disclosed

under KRS 273.233. '

!

i . A Confley Salyer

_Sﬁﬂascribed a;nd sworn to before me by CONLEY SAL thl“s} kg"‘&fﬁ,fm;u‘ A 7: L,

2010. | | L/

/ : o m
My comumissions expires: ,ijw/y” [2, 2O

. ary Public, State at Lagé, KY.

' 220 ’ ) '
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COMMONWEALTH OF KENTUCKY
FAYETTE CIRCUIT COURT
THIRD DIVISION
CASE NO. 09~CI-5292

AMERTICAN SADDLEBRED
HORSE ASSOCIATICN, INC. PLAINTIFF

V.

EDWARD R. BENNETT, et al. DEFENDANTS

¥ % & % K K & &£ x K%

The deposition of JENNIFER WASSERZUG was taken before
Shannon I,.. Wheeler, Court Reporter and Notary Public in
and for the sState of Kentucky at Large, at the offices of
Stoll Keenon Ogden, PLLC, 300 West Vine Street, Suite
2100, Lexington, Kentucky, on April 8< 2010, commencing
at the approximate hour of 10:00 a.m. Said deposition was
taken pursuant to Notice, heretofore filed, for any and

all purposes permitted under the Kentucky Rules of Civil

Procedure.
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BY MR. STOPHER:

Q

Page 21 !

going to pass over to you, which i1s dated
August 20, 2008, from Lora Johnstone,
Platinum Stock Farm, to -—- I think it must be
addressed to the World Championship show, but
let me ask you to take a look at that.

Yes, I have seen this doéument.

MR. HOUSTON: Excuse me, Ed. Did you have a
copy for me te lock at, Ed?

MR. STOPHER: No, that's the only one I

brought. It's only one sentence.

This document states, "I'm writing this
letter to inform you that Mother Mary was
sold August 1, 2008 to Anita and Richard
Simpson. I have the original papers and will
be transferring them immediately. In the
event Mary gets a ribbon at the horse show,
which I am sure she will, please announce the
Simpsons as the owner and not Platinum Stock
Farm. I have had an illness in my family and
have been preoccupied. Mercer Springs Farm
had nothing to do with the delay. It is all
my fault énd I apclogize. If you have any
questions, please call me." Do you have any

reason to believe that the statements made in

36bcdbc2-5c49-4797-a160-746163d BaOfQ
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Page 22 |

this letter are not accurate?

I have no knowledge of any inaccuracy ‘in
that, no.

As a matter of fact, within a few days after
the transfer was announced at the Kentucky
State Fair Horse Show, and Anita and Richard
Simpson were announced as the owners of that
horse, did you receive the proper
documentation?

Yes, sir.

And when all was said and done, was this
transfer entirely appropriate and proper?

MR. HOUSTON: Objection to form.

I don't dispute that it was Lora Johnstone's
intention to show that the horse had been
sold, and T don't believe that she had any
objection to the horse being shown in the new
owners' name. I believe that she was
attempting to provide us with the information
required so that an affidavit, USEF Affidavit
for Show éffidavit, could be completed at the
horse show to allow for that new ownership to
be read.

In other words, there was no

misrepresentation of any fact when Anita and

36bcdBe2-5¢49-4797-a1606-746163dbali9
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Page 23

Richard Simpson were announced a£ the
Kentucky State Fair Horse Show as the owners
of this horse? ’

A No misrepresentation as far as fact.
And what occurred was, apparently the horse
had been sold on August 1, and Lora
Johnstone, as the seller, had failed to
provide the documentation to the-registfy SO
that the transfer could be completed before
the horse show?

A Correct.
And the delay apparently was caused by an
illness or perhaps even a death of a parent
in her family; is that your understanding as
to what occurred?

A That is my understanding.
MR. STOPHER: Thank you, Ms. Wasserzug.
Those are all the gquestionsg I have, and this
ig our Exhibit 1.
(REPORTER MARKS PLAINTIFEF'S EXHIBIT 1 ¥OR THE
PURPOSES OF IDENTIFICATION, AND THE SAME IS
ATTACHED HERETO AND FILED HEREWITH.)

REEXAMINATICON
BY MR. HOUSTON:

Q I have just a few follow-up questions. Has

36bcdbc2-5c49-4797-a160-746163dba0f9
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page 27

)

COUNTY OF JESSAMINE )

I, SHANNON LYNN WHEELER, the undersigned
Notary Public in and for the State of Kentucky at Large,
certify that the facts stated in the caption hereto are
true; that at the time and place stated in said caption
hereto perscnally appeared before me, and after being by
me duly sworn, was examined by counsel for.the parties;
that saild testimony was taken down in stenotype by me and
later reduced to computer transcription under my
direction, and the foregoing is a true record of the
testimony given by said witness.

No party to said action nor counsel for said
parties requested in writing that said deposition be
signed by the testifying witness.

My commission expires: March 23, 2014
IN TESTIMONY WHEREOF, I have hereunto sget
my hand and seal of office on this the 11th day of

April, 2010.

SHANNON LYNN WHEELER,
NOTARY PUBLIC, STATE-AT-LARGE

NOTARY ID 415547

i
i
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