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COMMONWEALTH OF KENTUCKY
FAYETTE CIRCUIT COURT
22nd JUDICIAL CIRCUIT
DIVISION3

AMERICAN SADDLEBRED Case No. 09-CI-05292
HORSE ASSOCIATION, INC.,,

Plaintiff

V. THE MEMBERS®* MEMORANDUM IN
OFPPOSITION TO THE ASHA’S MOTION FOR
SUMMARY JUDGMENT AND IN SUPPORT
OF THE MEMBERS’ CROSS-MOTION FOR
SUMMARY JUDGMENT

EDWARD R. BENNETT, et al.

Defendants

Defendants and Counterclaimants Edward R. Bennett, Carl T. Fischer, Jr., Kris Knight,
Tom Ferrebee, Simon Fredricks, M.D. and Lynn W, Via (collectively “Members”) tender this
memotandum in opposition to the motion for summary judgment filed by Plaintiff American
Saddlebred Horse Association, Inc, (“ASHA” or “Corporation™) and in support of the their cross-
motion for summary judgment.

I INTRODUCTION

The ASHA is a n6n~proﬁt corporation responsible, among other things, for maintaining
the integrity of the American Saddlebred breed of horse and promoting the American Saddlebred
industry. Many of the members of the ASHA have invested significant assets in the American
Saddlebred industry and, therefore, have a strong interest in the success of the ASHA. The
general public is only entitled to review basic information about a non-profit corporation, such as
its articles of incorporation and its annual IRS Form 990. Members of the non-profit

corporation, on the other hand, are entitled, by law, to a much more detailed inspection of the




corporate records. The ASHA brought this action seeking a declaratory judgment to preclude the
Members from exercising their rights to inspect the corporation’s books and records. The Court
should deny the ASHA’s motion for summary judgment, grant the Members® motion for
summary judgment and require the ASHA to provide the Members with the information they
seek and to which they are entitled as a matter of law as members of the ASHA.

II. STATEMENT OF FACTS

A, Chronology of Events

By letter dated February 10, 2009, a certified public accountant identified “significant
deficiencies” in the accounting policies of the ASHA which has an annual budget of
approximately $2,000,000.! By letter dated April 20, 2009, the Members requested books and
records containing certain information and identified a proper purpose for seeking the
information.® By letter dated May 15, 2009, the ASHA denied having any legal obligation to
allow the Members to inspect its corporate records. By letter dated May 20, 2009, the Members
referred the ASHA to KRS §273.233, which authorizes members of a non-profit corporation to
inspect the books and records of the corporation.’

On June 15, 2009, the ASHA allowed representatives of the Members to inspect portions
of the books and records of the corporation, but refused to permit inspection of important records
including, without limitation, records relating to the salaries, bonuses and commissions paid to
the ASHA’s employees.” Furthermore, the ASHA refused to allow the representatives of the

Members to copy the records that it chose to produce for inspection.

A copy of the lefter dated February 10, 2009 is attached as Ex. 1.

2 A copy of the April 20, 2009 letter is attached as Ex. 2. A

A copy of the May 15, 2009 letter is attached as Ex. 3.

A copy of the May 20, 2009 letter is attached as Ex. 4.

See Houston letter to Streepey dated June 26, 2009, attached as Bx. 5.




By letter dated June 26, 2009, the Members appealed to the ASHA to comply with KRS §
273.233.% By letter dated July 13, 2009, the ASHA refused to acknowledge that KRS § 273.233
authorized the Members to inspect its corporate books and records and the ASHA announced
that it had amended its bylaws to identify the limited categories of documents that it deemed
appropriate for inspection by its members.” Specifically, the ASHA resolved that:

In addition to the inspection and copying of the records of certain

nonprofit organizations permitted the public under federal Internal

Revenue Code and Regulations, a member of the Association in

good standing may be permitted to inspect the arficles of

incorporation, bylaws, financial stafements, minutes, the record of

executive compensation as disclosed on IRS Form 990, and the list

of the names and addresses of members of the Association during

regular business hours, upon at least five (5) business days prior

written notice of his or her request stating the purpose of the

inspection, The Executive Commiitee of the Board of Directors

may in its discretion permit the copying of such documents at the

expense of the individual requesting copies.®
Although refusing to produce all of the docoments requested, the ASHA offered to make some of
the documents which had been previously withheld available for inspection on July 29, 2009 at
its offices in Lexington, Kentucky.

On July 29, 2009, the ASHA produced a few boxes of historic records, but once again
refused to produce documents that were responsive to the requests made by the Members

including, without limitation, documenis relating to salaries, commissions, bonuses and

correspondence between the Board of Directors and the Executive Secretary relating to the

¢ A copy of the June 26, 2009 letter is attached as Ex. 5.
7 A copy of the letter dated July 13, 2009 is attached as Ex. 6.
8 See Amended Bylaws of the ASHA, attached as Ex. 7 (emphasis added).




resignation of one of the merbers of the finance committee.’ Furthermore, the representatives
of the Members were only permitted to copy portions of the records produced.'®

In approximately July, 2009, a member of the board of directors of the ASHA, Carl
Holden, requested to inspect certain records of the corporation, but he was instructed by Alan
Balch, then ASHA’s Executive Secretary and highest paid employee, that his request was
improper. After that disagreement about his right to inspect ASHA records, Mr. Holden resigned
from the ASHA’s finance committee.!

In light of the continued discussion about the decision of the ASHA to withhold corporate
records from its members, the ASHA offered to allow the Members to “inspect or review

whatever they want,”!2

By electronic mail dated August 12, 2009, a representative of the
Members accepted ASHA’s offer to allow them to inspect or review whatever they want.> By
electronic mail dated August 14, 2009, the ASHA confirmed the agreement to allow the
Members to inspect or review whatever they want and the ASHA subsequently scheduled a
meeting to take place on October 5, 200914

On August 25, 2009, the Members requested an opportunity to inspect the books and
records before the meeting with the ASHA scheduled to occur on October 5.° The ASHA

balked at that request, but agreed to produce for inspection in September 2009 some of the

records previously withheld.'®

® See Affidavit of Alan Balch, attached as Exhibit 8.

10 Id

See excerpt of Holden deposition (pp. 6-10), attached as Ex. 9.

A copy of the offer is atfached as Ex. 10.

A copy of the acceptance is attached as Ex. 11,

M See email from Streepey dated August 14, 2009 and ASHA letter dated August 18, 2009 attached as Ex. 12.
See Houston letter to Streepey dated August 25, 2009 agtached as Ex, 13,

e See Streepey letier to Houston dated September 4, 2009, attached as Ex. 14.




When a representative of the Members arrived for the inspection scheduled for
September 18, 2009, Mr. Balch hand-delivered to him a letter from Mr. Balch’s personal
attorney. The letfer threatened legal action against the Members arising out of their questions
about the oversight of the ASHA."’

On October 5, 2009, the Members traveled to Lexington, Kentucky to inspect books and
records of the ASHA, but the ASHA continued to withhold responsive records including,
without limitation, records relating to salaries, bonuses, commissions and correspondence
between the Board of Directors and the Executive Secretary.'® In fact, the ASHA refused to
produce a single new document despite its offer to allow the Members fo “inspect and review
whatever they want” if they traveled to Lexington, Kentucky on October 5, 2009. The next day,
the ASHA filed this lawsuit.

B. Important Records Withheld by the ASHA

The ASHA confirms that on multiple occasions it has withheld what it deems to be

3% <<

“confidential information,” “communications made with an expectation of privacy,” and “private
personnel and individually identifying payroll files and information.”? The ASHA attempts to
minimize the type of information that it has withheld under those &oad categories based on its
own unfettered discretion. For example, the ASHA implies that much of the information it

withheld relates to employee social security numbers and credit card account numbers.’ To be

clear, the ASHA is withholding important corporate records. Specifically, the ASHA is

17 A copy of the letter from Richard Getly is attached as Ex. 15,

18 See Plaintiff’s Memorandum at 7; see also Affidavit of Alan Balch, atiached as Ex. 8.

12 See, e.g., Plaintiff's Memorandum at 7, 12 and 14; see also Affidavit of Alan Balch, attached as Ex, 8.

20 See, e.g., Plaintifs Memorandum at 14; see alse Affidavit of Alan Balch, attached as Ex. 8. The ASHA

conveniently fails to note that concerns about social security numbers and credit card numbers can be, and were,
addressed by redaction.




withholding the amounts that it pays individual employees in the form of salaries, commissions
and bonuses.*! It is also withholding monthly financial reports.** That type of information is the
essence of a corporate record that members are entitled {o inspect.
. ARGUMENT

The Members request the Court to declare that ASHA’s members are entitled to inspect
and copy all books and records of the non-profit association pursuant to KRS § 273.233. In
furtherance thereof, Members also request the Cowrt to declare that while the first sentence of
KRS § 273.233 mandates that the corporation maintain certain categories of records, the second
sentence of KRS § 273.233 mandates that the corporation produce for inspection by its members
all books and records of [the] corporation” Furthermore, KRS § 273.233, as amended,
expressly prohibits non-profit corporations from restricting the inspection rights of its members.
Therefore, the Members also request this Court to declare that the ASHIA’s bylaw restricting the

inspection rights of its members is unenforceable.

A See Plaintiff’s Memorandum at 7; see also Affidavit of Alan Balch, attached as Ex. 8.

2 See excerpt of Jones deposition (pp. 48-51), attached as Ex. 16.

2 KRS § 273.233. The 2010 General Assembly amended KRS § 273.233 to make express that (a) the right to
ingpect extends to the right to copy and (b) that neither the articles nor the by-laws may restrict a member’s right of
inspection.  See 2010 Acts, ch. 133, § 17, eff. July 15, 2010. As such, to the extent the Court holds that the
Members may inspect ASHA records, so may those records be copied.




A. KRS § 273.233 Requires Non-Profit Corporations to Allow Their Members
to Inspect All of the Books and Records of the Corporation™

1) Interpretation of Similar Statutes

The first sentence of KRS § 273.233, Kentucky’s Non-Profit Corporation Act’s
shareholder inspection statute, identifies records that non-profit corporations are required to
maintain. It states:

Each corporation shall keep cotrect 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.
The second sentence of this statute provides to the members of a non-profit corporation a right to
ingpect “all books and records.” Specifically, it states:

All books and records of a corporation may be inspected by any

member, or his agent or aftorney, for any proper purpose at any

reasonable time,
(Emphasis added). While there is no Kentucky case interpreting the scope of the inspection
rights granted to members pursuant to KRS § 273,233, other courts provide persuasive guidance.

South Dakota Codified Laws (“SDCL”) § 47-24-2 is identical to the language in KRS §
273.233 providing the right to inspection. Accordingly, the Supreme Court of South Dakota’s
interpretation of SDCL § 47-24-2 is persuasive guidance on the proper interpretation of KRS §
273.233. In 2004, the Supreme Cowrt of South Dakota held that “as long as a member has stated

a proper purpose, which is presumed, the member may inspect all books and records necessary to

o At note 38 of the Plaintif’s Memorandum, the ASHA tendered the affidavit of a purported “expert,”
Conley Salyer, on the precise issues of law that is before this Court. The Defendants note that this Court’s
interpretation of the statute is the only legal opiion that matters in this action for declaration of rights. For that
reason, Defendants object to the admission of the affidavit. Furthermore, Defendants object to the affidavit on the
grounds that it does not satisfy the requirements to admit expert testimony as set forth in the Daubert case and is
progeny. The Plaintiffs self-serving characterization of Mr. Salyer is not supported by any evidence. For these
reasons, the Defendants move for this Court to strike the affidavit and the statements it purports to support,




make an intelligent and searching investigation.” Lang v. W. Providers Physician Org., 688
N.W.2d 403, 407-08 (S.D. 2004) (citing Patel v. Ill. State Med. Soc’y, 698 N.E.2d 588 (Ill. App.
Ct. 1998)).%

Hlinois® statute is almost identical.2® The only difference is that the Illinois statute limits
the right fo inspection to only those members entitled to vote.” In 1998, the Appellate Couit of
IHinois held:

The right to examine records may even extend to records for which
a proper purpose has not been directly shown, so long as one has
been shown for some records: “the shareholder is rot required to
establish a proper purpose for each record he requests. Once that
purpose has been established, the shareholder’s right to inspect
extends to all books and records necessary to make an intelligent
and searching investigation and from which he can derive any
information that will enable him to better protect his interests.”

Patel v. Il State Med. Soc’y, 698 N.E.2d 588, 593 (Ill. App. Ct. 1998) {quoting Meyer v. Bd. of
Managers of Harbor House Condo. Ass’n, 583 N.E.2d 14, 18 (Ill. App. Ct. 1991) (additional

citations omitted).

» At note 47 of the Plaintiff’s Memorandum, the ASHA claims that Lang is not instructive on the

interpretation of “books and records.” While the Lang court noted that the scope of “books and records” had not
been preserved for appeal, the court confirmed that the right to inspection covered a broad category of documents,
including all business docwnents and communications, The Lang court interpreted an inspection statute that is
identical to the language in KRS § 273.233.

% 805 IL.CS 105/107.75 states “All books and records of a corporation may be inspected by any member

entitled to vote, or that member’s agent or attorney, for any proper purpose at any reasonable time.”

2 Although KRS § 273.233 has no such requirement, there is no dispute that all of the Members are entitled

fo vote.




(i)  Inspection Statutes Are Construed Liberally

Statutes granting the right of inspection are construed liberally.?® “Books and records”
has been given a broad construction so as to extend to all records, contracts, paper, and
correspondence to which the common law right of inspection of a stockholder might properly
apply.® Other jurisdictions, while not interpreting.“books and records” to include everything

that can be inspected under the common law right, have determined that “books and records”

= 88 A.L.R.3d 663 § 2[a). See also Bank of Heflin v. Miles, 318 S0.2d 697, 701 (Ala, 1975) (“The applicable
statue is not limited to ‘relevant’ books and records; it is to be liberally construed.”); Padgett v. Westport Precision,
Ine., 845 A.2d 455, 459 (Conn. App. Ct. 2004) (citing Dines v. Harris, 291 P. 1024 (Colo. 1930}); Lehman v. Nat'l
Benefit Ins, Co., 53 N.W.2d 872, 876 (Iowa 1952); Bohrer v, Int’l Banknote Co., 150 A.D.2d 196 (N.Y. App. Div.
1989Y; 18 C.J.8. Corporations § 409.

2 18A AM.JUR.2d Corporations § 330, See also Meyer v. Ford Indus., Inc., 538 P.2d 353, 358 (Or. 1975)
(holding that “books and records of account” was not limited to books and records of account “in any ordinary,
literal or otherwise limited sense, but to be the subject of a broad and liberal construction so as to extend to all
records, contracts, papers and correspondence to which the common law right of inspection of a stockholder may
properly apply.”); State v. Malleable Iron Range Co., 187 N.W. 646 (Wis. 1922) (“The right of a stockholder to
examine the records and books of account of a corporation extends to all papers, contracts, minute books, or other
instruments from which he can derive any information which will enable him to better protect his interest and
perform his duties.”). The Kentucky Supreme Court has held that the common law right of inspection extends fo all
correspondence which relates to the business affairs of the corporation if the shareholder has a proper purpose. Ofjs-
Hidden Co, v. Scheirich, 219 S.W. 191, 194 (Ky. 1920) (“At common law the right of inspection covers all the
books and records of the corporation. But the word ‘record’ is not used in the narrow sense of minutes of official
action taken by tlie board of directors, but has been held to include the documents, contracts, and papers of the
corporation, . . . We therefore conclude that all of the correspondence in question, which relates to the business
affairs of the corporation, is subject to inspection by plaintiff, who has an interest to protect, and whose purpose is
not shown to be improper or unlawful.”) (citations omitted). At note 53 of the Plaintiff's Memorandum, the ASHA
cite Lewis v. Pa. Bar Ass'n, 701 A.2d 551 (Penn. 1997) for the proposition that Kentucky’s statute should be
interpreted narrowly, The Pennsylvania inspsction statute, however, is substantially different than KRS § 273.233.
While the Kentucky statute allows for the inspection of “all books and records,” the Pennsylvania statute specifically
limits the right of inspection, providing, infer alia, “Every member shall, upon written verified demand stating the
purpose thereof, have a right to examine, in person or by agent or attorney, during the usual hours for business for
any proper purpose, the memnbership register, books and records of account, and records of the proceedings of the
inembers, directors and any other body, and to make copies or exiracts therefrom.” 15 PA. STAT. ANN. § 5508.




include more than the statutory objects of “books and records of account, minutes and the record

of shareholders.”®

(iii) Directors of Corporations, Including Non-profits, are Fiduciaries
Responsible for Maintaining the Corporate Records for the Benefit of its
Members

The ASHA, at pp. 15-16 of its memorandum, asserts that KRS § 273.233 is the exclusive
mechanism by which the members of a non-profit corporation may review its books and records.
That is simply not true. Absent express language, which does not exist in the Kentucky Non-
Profit Corporation Act, stafufory pirovisions affording shareholders/members of corporations
inspection rights supplement and in part codify, but do not supplant, the common law right of
inspection, It is well established that a stockholder has a common law right to inspect the books

ki

and records of the corporation.” This common law right exists independently of any statute

granting inspection rights to stockholders.®® Such statutes are generally regarded as conferring a

e See Riser v. Genuine Parts Co., 258 SE.2d 184 (1979) (The court found that “books and records of
account” included records relating to the investment of the amount which the defendant coniributed to its employee
pension plan. The court also suggested that the other documents requested, including attorneys’ opinions and work
sheets, profit and loss projections, further breakdowns of monthly records, income tax records, and merger and
investigatory files, could have been subject to inspection.); Bank of Heflin, 318 So.2d 697 (finding that “books and
records” included certain confidential memoranda, individuat files, and materials from which the books and records
of the account were prepared); Burton v. Cravey, 759 S.W.2d 160 (Tex. App. 1988) (The trial court found that all of
the files and records of the attorney for the non-profit condominium association which related to the association
were “books and records” of the association; the holding was not challenged on appeal.); Corwin v. Abbott Labs.,
819 N.E.2d 1249 (Ill. App. Ct. 2004) (holding that “books and records of account™ included internal investigatory
reports as well as any and all documents received by any board members).

3 18A AM.JUR.2D Corporations § 285. See also Guthrie v. Harkness, 199 U.S. 148, 153 (1905) (“There can
be no question that the decisive weight of American authority recognizes the common-law right of the shareholder,
for proper purposes and under reasonable regulations as to place and time, to inspect the books of the corporation of
whicli he is a member.”).

52 Id. See also State of Indiana v. Circuit Cowrt of Posey County, 288 N.E2d 143, 146 (Ind. 1972)
(“Generally, the rights of a stockholder to inspect the books cannot be limited by the failure to include those rights in
the statute.*); J.C. Schwartzman v. Schwartzman Packing Co., 659 P.2d 888, 891 (N.M. 1983) (“This right Jof
inspection] was recognized under the eomnon law and exists independently of statute.”).

190




right that is supplemental fo the common law right to inspection rather than a restriction or
abrogation of that right,*?

The ASHA also contends that a member of a non-profit corporation has only a minimal
right of inspection. It argues thaf, because a non-profit corporation is subject to the private
inurnment rules, the members expect to receive no ongoing benefit from their contributions to its
activities.>* Such a parsimonious reading of the law is both unjustified and misleading. Rather,
as set forth in a leading treatise on corporate law:

Tn a sense, the right to inspection arises out of the fact that those in
charge of the corporation are merely the shareholders’ agents,
concerning whose good faith in discharging their duties, the
sharcholders have an interest and right fo be informed. While the
books and papers of the corporation are necessarily in the hands of
the corporate officers and agents, they are the common property of
the shareholders who have the right to know what the corporation

is doing,

Managers of some corporations deliberately keep the shareholders
in ignorance or under misapprehension as to the true condition of

B 184 AM.JUR2D Corporations § 286, See also FLETCHRER CYCLOPEDIA OF CORPORATIONS § 2215.10

(*While the courts of several states have construed the statutes as merely declaratory of the common-law right, the
majority of these provisions, notwithstanding they differ materially in language and scope, have been construed in
substantial harmony as to their general purpose. . . .™); J.C. Schwartzman, 659 P.2d at 891 (“[The inspection statute]
is not a limitation or abrogation of the common law right of inspection . . . .”); Stafe of Missouri v. 1ll Investments,
Inc., 80 §.W.3d 855, 861 (Mo. Ct. App. 2002) (“Given the differences between the statutory and common faw rights
and the fact that the common law right is not expressly abrogated by the statutes, the legislature cannot be deemed to
have preempted the common law right of inspection by enacting § 351.215.”); Parsons v. Jefferson-Pilot Corp., 426
S.E.2d 685, 688 (N.C. 1993) (“We conclude that N.C.G.S. § 55-16-02(e)(2) preserves a shareholder’s common law
rights of inspection, including the right to make reasonable inspections of the accounting records of a public
corporation for proper purposes.”); Johncamp Realty, Inc. v. Sanders, 415 N.Y,8.2d 192, 193 (N.Y. App. Div. 1979)
(“[EJnactment of the Business Corporation Law in no way diminished the Common-law safeguards already existent
in this area of shareholder inspection. . . . In our opinion that statute is not exclusive; and any stockhoider has a
common-law right to inspect the stock books if the inspection is sought in good faith and for a valid purpose.”)
(internal quotations omitted); Meyer v. Ford Indus., Inc., 538 P.2d 353, 355 (Or. 1975) (“It has been stated that the
purpose of this section of that Model Act was not only fo ‘preserve’ the common law right of stockholders to
examine books and records of account, but also to ‘enfarge’ that right, which had been ‘hampered by the delay and
expense which often accompanied enforcement of the right” by mandamus.”); State v. Middlesex Banking Co., 88
A. 861, 862 (Conn. 1913) (“This subject [shareholder inspection rights], however, is one with which legislation is
competent to deal and statutes have been repeatedly enacted either confirming or enlarging the common-law right.
Our statute is such a statute.”); and Pfirman v. Success Min. Co., 166 P. 216, 218 (Idaho 1917) (“It is the decided
weight of authority that such statutes have not only adopted the common-law rule, but have extended the same, and
that the statutes make the right absolute.”).

3 See Plaintiff' s Memorandum in Support of Summary Judgment at fn. 34,

il




affairs. Business prudence demands that the investor keep a
watchful eye on the management and condition of the business.
Those in charge of the company may be guilty of gross
incompetence or dishonesty for years and escape liability if the
shareholders can not inspect the records and obtain information.*

Numerous courts have endorsed this rationale of the member’s right fo information. For
example, in Bill Reno, Inc. v. Rocky Mountain Ford Dealers’ Advertising Association, the coutt
observed that “A member of a non-profit corporation is entitled to be informed concerning the
business activities conducted by the corporation.”® As observed by the Delaware Supreme
Court in Saifo v. McKesson HBOC, Inc., “‘[a)s a matter of self-protection, a stock holder was
entitled to know how his agents were conducting the affairs of the corporation of which he or she
was a part owner.””’ As observed in Lefi Hand Ditch Co. v. Hill:

Shareholders have a common law right {o inspect the books and

records of the corporation. This right of inspection is available to

the shareholders of a nonprofit corporation. . . . The rationale for

this rule derives from the notion that *‘the books are not the private

property of the directors or managers, but are the record of their

transactions as trustees for the stockholders,”

It is axiomatic that the directors of a corporation, including a non-profit corporation, are

fiduciaries to the business organization.” Being fiduciaries, it is entirely appropriate that they be

33 5A WILLIAM MEADE FLETCHER, FLETCHER CYCLOPEDIA OF THE LAW OF PRIVATE CORPORATIONS § 2213

(citations omitted). See also Mary Grace Blasko, Kurt 8. Crossley and David Lloyd, Standing to Sue in the
Charitable Sector, 28 U.SF.L.R. 37, 54 (Fall 1993) (“Although members may not have ‘pecuniary interest’ in a
charitable corporation, it has gradually been recognized that they do have an ““interest’ in the corporation distinct
from that of the general public.”) (footnote omitted). It has even been suggested that the interests of the members of
a non-profit corporation are broader than those of the shareholders in a for-profit venture, “Many state non-profit
corporation acts contain provisions granting members the right to inspect records and the courts have been willing to
enforce those rights. Such rights stem from the ‘member’s interest as a member, which may be broader than a

shareholder’s interest in a business corporation.”™ Id. at 57-38.
36 378 P.2d 206, 207 (Colo. 1963).

7 Saito v. McKesson HBOC, Inc., 806 A.2d 113, 116 (Del. 2002) (quoting Shaw v. Agri-Mark, Inc., 663 A.2d
464, 467 (Del. 1995)).

3% Left Hand Ditch Co. v. Hill, 933 P.2d 1, 5 (Colo. 1997) (quoting Dines v. Harris, 291 P. 1024, 1028 (Colo.
1930)).

® See KRS § 273.215.
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subject to exacting review by those on whose behalf they direct the corporation and ifs assets.
Again, in reliance upon a leading treatise:

The modemn tendency of the courts is to permit shareholders to
examine the books and records of the corporation for the purpose
of ascertaining whether the business of the corporation has been
properly conducted and for the purpose of soliciting proxies for use
at the shareholders’ meeting, It is the general rule that
shareholders are entitled to full information relating to the
management of the corporation and the manner of expenditure of
its funds, and to inspection in order to obtain that information,
especially where it appears that the company is being mismanaged
or that it is being managed for the personal benefit of officers or
directors or certain of the shareholders to the exclusion of others.*

In other instances of business organization law we see that a right of inspection exists
even though there is no expectation of economic return, For instance, in an LLC, one can be a
member enjoying full rights of inspection of company records?! even though that same member
does not have an economic interest in the LLC.* The Plaintiff’s assertion that the right of
inspection is based upon an expectation of economic return is simply not supportable.

(iv)  Even Under the ASHA’s Interpretation of KRS § 273.233, the Members
are Entitled to Inspect All “Accounting and Financial Records.”

On page 17 of the Plaintiff’s Memorandum, the ASHA concedes that KRS § 273.233
entitles members of the ASHA to inspect the books and records of account including “accounting

and financial records.” Accordingly, the ASHA is estopped from asserting any right to withhold

FLETCHER CYCLOPEDIA, supra note 33 at § 2223 (citations omitted),
4 See KRS § 275.185(2).

2 See KRS § 275.195(3); see also Thomas E. Rutledge, The 2007 Amendments to the Kentucky Business
Entiry Statutes, 97 Ky, L.J. 229, 258-% (2008-09).
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“accounting and financial records.”® This concession by the ASHA, although welcomed, is late
in the day. It raises the question as to why the ASHA withheld, and continues to withhold,
accounting and financial records such as records relating to salaries, commissions and bonuses.
B. The ASHA Has Not Produced All of the Corporate Records
Subject to Inspection and Requested by the Concerned
Members
The ASHA has not produced all of the records sought by the Members and subject to
their inspection rights. In fact, the ASHA admits that it withheld records relating to employee
salaries, commissions and bonuses as well as correspondence between directors and Alan
Balch.** The Board of Directors relied upon Alan Balch to compile the documents. Alan Balch
resigned in February, 2010 and relocated to California.* Despite the fact that the ASHA and
Mr. Baich advised the Court and the Defendants that Mr. Balch would be produced for
deposition on March 16, Mr. Balch refused to be deposed on that date. The ASHA disavowed
its ability to produce Mr. Balch, and the Members® efforts to serve Mr. Balch with a subpoena
proved unsuccessful. Nonetheless, in his affidavit attached to the Plaintiff’s Memorandum at

Exhibit 4, Mr. Baich confirms that the ASHA withheld, among other items, compensation

records, contracts, correspondence and records relating to violations of ASHA rules. Mr.

s See Center v. Stamper, 318 S.W.2d 853, 855 (Ky. 1958) (“Judicial admissions have been defined as:
‘concessions or voluntary acknowledgments made by a party of the existence of certain facts.” An admission in a
pleading is a judicial admission.”) (citations omitted); Sutherland v. Davis, 151 8.W.2d 1021, 1024 (Ky. 1941) (“[A]
judicial admission is conclusive, in that it removes the proposition in question from the ficld of disputed issue, and
may be defined to be a formal act done in the course of judicial proceedings which waives or dispenses with the

necessity of producing evidence by the opponent and bars the party himself from disputing it . . . ) (citation
omitted).

“ See Affidavit of Alan Balch, attached as Ex. 8.

4 See Adamson e-mail to Houston dated March 12, 2010, attached as Ex. 17; see also Getty letter to Houston
dated March 30, 2010, attached as Ex. 18.

% See Scheduling Order tendered by the ASHA, attached as Ex. 19; see also Scheduling Order entered on

February 24, 2010, attached as Ex. 20.
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Balch’s affidavit also confirms that the Members were not permitted to copy records that were
produced for inspection.

In addition, the ASHA amended its bylaws on July 6, 2009 to describe the limited
categories of documents that it is willing to share with its members. The new bylaws limit
inspection rights to “the articles of incorporation, bylaws, financial statements, minutes, the
record of executive compensation as disclosed on IRS Form 990, and the list of the names and

4 Of course, this

addresses of members of the Association during regular business hours.
attempt to restrict the inspection rights of its members violates both the express language and the
spirit of KRS § 273.233. See Section D of this Memorandum.

There can be no genuine dispute that the ASHA has refused to produce for inspection
documents sought by the Members and subject to their rights of inspection pursuant to KRS §

273.233.

C. The Right to Inspect Records Includes the Right to Make
Photocopies of Those Records

The ASHA argues that the right to inspect under KRS § 273.233 does not include the
right to make photocopies of the books and records.® The ASHA compares the language of
KRS § 273.233, which refers simply to “inspect,” with the language confained in KRS §
271B.16-020, which refers to a shareholders right to “inspect and copy.” The ASHA claims that
the differences in those statutes indicate a policy determination by the General Assembly that the
right to copies is afforded to members of a Kentucky Business Corporation, but not the members

of a Kentucky Non-Profit Corporation. The ASHA asserts that “If the General Assembly

4 See Amended Bylaws attached as Ex. 7.

4 Plaintifs Memorandum at 17.
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intended to provide an additional entitiement for members to copy documents, it would have

included such language in the statute.”

The ASHA’s untenable position that its members may inspect, but not copy, corporate
records is wrong for two reasons. First, numerous courts have made clear that the right to
inspect includes the right to copy.”® Accordingly, the Members are entitled to copies of the
books and records under the old version of KRS § 273.233. Second, the Kentucky General
Assembly has already responded to the ASHA’s request to clarify that members of a non-profit
corporation have the right to copy the books and records of the corporation. 2010 Senate Bill
150 was approved by the 2010 Kentucky General Assembly and signed by Governor Beshear on
April 13, 2010.%" Section 17 of that bill amended KRS § 273.233 as follows:

Each corporation shall keep correct 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 gnd copied by any member, or the
member’shis agent or attorney, for any proper purpose at any
reasonable time. The member’s vight of inspection shall not be
abolished or limited by the corporation’s articles of incorporation

or bylaws.

It is now beyond argument that the Kentucky General Assembly intends to provide members of
Kentucky Non-Profit Corporations the right to inspect and copy the corporation’s books and

records.

4 Plaintifl’s Memorandum at 24,

5 See, e.g., 18A AM.JUR.2ZD Corporations § 338; SA FLETCHER CYCLOPEDIA OF THE LAW OF PRIVATE
CORPORATIONS § 2241 (“The right of a sharcholder to make copies, abstracts and memoranda of documents, books
and papers is an incident to the right of inspection, being recognized at common law.”) (citations omitted); Kaufinan
v. The Bryn Mawr Trast Co., 28 Pa. D. & C.3d 594, 600-01, 1981 WL 394, at *4 (Pa. Com. P1. 1981); State v.
Jessup & Moore Paper Co., 77 A.16 at 19-20 (Del. 1910); Mickman v. Am. Int'l Processing, LLC, 2009 WL
2244608 (Del. Ch. July 28, 2009).

3 2010 Acts, ch. 133, Eff. July 15, 2010.
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D. The ASHA Cannot Limit its Members’ Rights Under KRS § 273.233 by
Amending its Bylaws

The sentence added to the end of KRS § 273.233 prohibits the ASHA from restricting its
members’ access to the corporation’s books and records to anything less than those rights
provided under KRS § 273.233. Specifically, the amended statute states that “The member’s
right of inspection shall not be abolished or limited by the corporation’s articles of incorporation
or bylaws.” This amendment renders null and void the ASHA’s efforts to restrict the inspection
2

rights of its members by amending its bylaws.”

IV. CONCLUSION

For the foregoing reasons, the ASHA’s motion for summary judgment should be denied
and the Members’ motion granted.

Respectfully submitted,

. Paisley
Culver V. Halliday

Stephen A, Houston

STOLL KEENON OGDEN PLLC
2000 PNC Plaza

500 West Jefferson Street
Louisville, Kentucky 40202

(502) 333-6000

Afttorneys for Defendants

2 Section 3 of the Kentucky Constitution provides the Kentucky General Assembly with the authority to alter
the inter-se rules of an organization by amending its organizational act.
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CERTIFICATE OF SERVICE

A copy of the foregoing was served on May 14, 2010 by First Class Mail fo the
following:

James B. Cooper

Boehl, Stopher & Graves

444 West Second Street
Lexington, Kentucky 40507-1009

Edward H. Stopher

Jefferson K. Streepey

Boehl, Stopher & Graves

400 West Market Street, Suite 2300
Louisville, Kentucky 40202-3354

H

Aftorgeys for Defendants

106586.133594/629627.3
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April 20, 2009

Ammerican Saddlebred Horse Association, Inc.

4083 Iron Works Parkway
Lexington, K'Y 40511

Ms. Victoria Gillenwater
1* Vice President, ASHA
900 Vista Oaks Lane
Knoxville, TN 37919

Mz, Paul Treiber
Secretary, ASHA
Pine Meadows Fatin
2220 Lakewood Court
Hartland, W1 53029

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

Dr. Alan Raun

Bd. of Dir., ASHA
Reedannland Parm
2291 50™ Avenue
Cumming, IA 50061

Mr. Carl Holden

Bd. of Dir.; ASHA
8007 Westover Dr,
Prospect, KY 40059

Mr. Art Zubrod

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

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

Box 166A
McAlester, OK 74501

Ms. Judy Werner
President, ASHA
Redwing T'arm
Waterloo, 11 62298

Ms. Barbara Molland

2" Vice President, ASHA
5000 Carroll Road
Petaluma, CA 94952

Mr. Jim Ruwoldt
Treasurer, ASHA
3004 Village Lane
Rosweil, GA 30075

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

4181 Scuth Summit Lane
Columbus, IN 47201

Mr. Jimmy Robertson
Bd. of Dir., ASHA

P.O. Box 616
Simpsonville, K'Y 40067

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

Ms, Betsy Boone

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

Mr, Nelson Green

Bd. of Dir., ASHA

1242 Catnip Hill Road
Nicholasville, K'Y 40356




Mrs. Germaine Johnson Mr. William Whitley

Bd. of Dir., ASHA Bd. of Dir., ASHA
4025 Peppertree Drive 913 Queensferry Rd.
Lexington, KY 40513 Cary, NC 27511

American Saddlebred Horse Association, Ine,

Dear ASHA Directors:

We are senior members in good standing of the American Saddlebred Hoxse Association,
Inc. (“ASHA™). We have become increasingly concerned about the decline in popularity of the
American Saddlebred horse in recent years. Since 2005, there has been a steady decrease in the
total number of registered Saddlebred horses. The erosion of popularity of our breed is further
evidenced by steadily declining attendance over the past decade at the World’s Championship,
our industry’s signature eveat.

As you know, one of the primary purposes of the ASHA is to stimulate and promote
interest with respect to the history, breeding, exhibiting, and improvement of the American
Saddlebred. As concerned members of the ASHA, we waat lo be sure that the ASHA s utilizing
its assets in a prudent manner, and in furtherance of the purposes of the ASHA.

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

Included in the enclosed list is our request for a copy of the “employment agreement and
deferred compensation package” for Alan Balch, the Executive Secretary of the ASHA.
According to the ASHA Financial Statements 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 Statements indicate that the compensation agreement with Mr. Balch was given retroactive
effect beginning November 1, 2006. The IRS Form 990 filed on behalf of the ASHA for the year
2007 indicates that Mr. Baleh’s base salary increased to $100,000, but the financial records we
received fail to disclose the additional benefits that Mr. Balch is entitled to receive, in addition to
his salary, as part of his “‘deferred compensation package.” As members of the ASHA, we
respectfully request a copy of Mr. Baleh’s “employment agreement and deferred compensation
package” so that we may determine the total compensation and benefits that Mr. Balch is entitled
to receive from the ASHA while key barometers of the Saddlebred industry are falling. We also
want to determine if any deferred compensation owed to Mr. Balch poses a substantial off-
balance sheet expense which will become due for payment in future years. In today’s




challenging economic environment, and in light of the particular decline in our industry, we want
to be certain that the ASHA has not entered into any agreements that might not be in the best
inferest of the ASHA.

We are confident that you respect the fiduciary responsibilities that you, as Directors,
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
earliest convenience. Please provide your response (o us by deliveting the same to Stoli Keenon
Ogden, PLLC, c/o Stephen A. Houston, 2000 PNC Plaza, 500 West Jefferson Street, Louisville,
KY 40202.

This request is being submitted by the signatories to this letter, indicated below, as well
as the individuals listed on the next page who have authorized us to include their names in this
request.

Sincerely,

Tom Ferrebee

Carl T. Fischer, Jr,

&M&-

Simon Fredericks M.D.

by bt

Kfis Knight

Lyl W. Via~

Enclosure




Additional Individuals Joining In This Request

Moe Anson

Maithew Heiman, Esq.
John Jones

Billy Knight

Beity Moore

Ron Moore

James Nichols

Randy Stoess

Allison Walker




10.

L1

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
in the Financial Statements prepared by Bennett & Company CPAs for the year
ended December 31, 2007 (“2007 Financial Statements”).

Identify the individuals who voted to approve the agreement and deferred
compensation package described in number 1 above.

Identify the individuals who voted against the agreement and deferred
compensation package described in number 1 above.

Identify each individual and entity who received any portion of the “professional
fees” totaling $16,400 in 2007 listed in the 2007 Financial Statements, and
identify the specific purpose for those expenditures.

Identify each individual 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 purpose for those expenditures.

Identify each individnal and entity who received any postion of the expenditures
for “meetings/conferences” totaling $222,166 in 2007 listed in the 2007 Financial
Statements, and identify the specific purpose for those expenditures.

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

Identify each individual and entity who received any portion of the expenditures
for “printing” totaling $200,796 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 expenditures
for “printing” totaling $180,497 in 2006 listed in the 2006 Financial Statements,
and identify the specific purpose for those expenditures.

Identify 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.

Identify each individual and entity who received any portion of the expenditures
for “commissions” totaling $26,105 in 2006 listed in the 2006 Financial
Statements, and identify the specific purpose for those expenditures.




12.

13.

14.

13.

16.

17.

18.

19,

20.

21.

22.

Identify each individual and entity who received any portion of the expenditures
for “contract fee” totaling $9,600 in 2007 listed in the 2007 Financial Statements,
and identify the specific purpose for those expenditures.

Identify each individual and entity who received any portion of the expenditures
for “contract fee” totaling $78,443 in 2006 listed in the 2006 Financial
Statements, and identify the specific purpose for those expenditures.

Identify each individual and entity who received any portion of the expenditures
for “advertising/promotion” totaling $13,523 in 2007 listed in the 2007 Financial
Statements, and identify the specific purpose for those expenditures.

Identify each individual and entity who received any portion of the expenditures
for “advertising/promotion” totaling $63,287 in 2006 listed in the 2006 Financial
Statements, and identify the specific purpose for those expenditures.

Identify each individual and entity who received any portion of the expenditures
for “bank fees” totaling $19,442 in 2007 listed in the 2007 Financial Statements,
and identify the specific purpose for those expenditures.

Identify each individual and entity who received any portion of the expenditures
for “bank fees” totaling $13,214 in 2006 listed in the 2006 Financial Statements,
and identify the specific purpose for those expenditures.

Identify each individual and entity who received any portion of the expenditures
for “interest expense” totaling $26,179 in 2007 listed in the 2007 Financial
Statements, and identify the specific purpose for those expendifures.

Identify each individual and entity who received any portion of the expenditures
for “interest expense” totaling $32,949 in 2006 listed in the 2006 Financial
Statements, and identify the specific purpose for those expenditures.

Identify each individual and entity who received any portion of the expenditures
for “Market Research” performed in 2007 for a total cost of $12,796 listed in the
2007 Financial Statements, and identify the specific purpose for those
expenditures. Provide a copy of any document indicating the results of that
research.

Identify each individual and entity who received any portion of the expenditures
for “Market Research” performed in 2006 for a total cost of $38,721 listed in the
2006 Financial Statements, and identify the specific purpose for those
expenditures. Provide a copy of any document indicating the results of that
research.

Identify each individual and entity who received any portion of the expenditures
for “web pagefemail” totaling $20,136 in 2007 listed in the 2007 Financial
Statements, and identify the specific purpose for those expenditures,




23.

24,

25,

26.

21.

28.

29,

Identify each individual and entity who received any portion of the expenditures
for “web page/email” totaling $4,267 in 2006 listed in the 2006 Financial
Statements, and identify the specific purpose for those expenditures.

Identify each individual and entity who received any portion of the expenditures
for the “Comm. and Publications” portion of “salaries” in 2007 totaling $90,157
listed in the 2007 Financial Statements, and identify the specific purpose for those
expenditures.

Identify each individual and entity who received any portion of the expenditures
for the “advancement” portion of the “salaries” totaling $77,428 in 2007 listed in
the 2007 Financial Statements, and identify the specific purpose for those
expenditures.

Identify each individual and entity who received any portion of the expenditures
for the “administration” portion of the “salaries” totaling $413,691 in 2007 listed
in the 2007 Financial Statements, and identify the specific purpose for those
expenditures.

Identify each individual and entity who received any portion of the expenditures
for the “Comm. and Publications™ portion of “benefits” in 2007 totaling $12,530
listed in the 2007 Financial Statements, and identify the specific purpose for those
expenditures,

Identify each individual and entity who received any portion of the expenditures
for the “advancement” portion of the “benefits” totaling $9,758 in 2007 listed in
the 2007 Financial Statements, and identify the specific purpose for those
expenditures.

Identify each individual and entity who received any portion of the expenditures
for the “administration” portion of the “benefits” totaling $66,990 in 2007 listed
in the 2007 Financial Statements, and identify the specific purpose for those
expenditures.
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BOEHL STOPHER. & GRAVES Lip

AEGONCENTER - SUITE 2300
400 WEST MARKET STREET - LOUISVILLE. KENTUCKY 402023354

TELEPHONE: 502-589-5980
FACSIMILE; S02-561-9400

JEFFERSON K. STREEPEY
PARTHER

EXTENSION 234
ISTREEPEYEBSC-LAW.COM

May 15, 2009

BY FACSIMILE AND U. S. MAIL

Mr. Stephen A. Houston

STOLL KEENON & PARK LLP
2000 PNC Plaza

500 West Jefferson

Louisville, KY 40202-2828

Re:  American Saddlebred Horse Association
American Saddlebred Registry

Dear Mr. Houston:

We represent the American Saddisbred Horse Association and American Saddlebred
Repistry, This responds to your letter of May 12, 2009 addressed to the Presidents of these
entities and also responds to the May 4, 2009 letter sent by Dr. 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 terms as follows:

1. Portions of the ASHA and Registry general ledgers itemizing the account 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 howurs of
8:30 am. 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,

A4 WEST SECOND STREET 40 BROADSAY l 137 Mafhe SPREET, SUITE 200 ELSEY EAST « SUITE 204 400 PEARL STREET
LEXINGTON, KENTUCKY 405074040 PADLICAH KENTUCKY 42001 PIREVELE KENTUCRY 41502 MEW ALEAWY INDEAMA 27150
TELEPHONE: 8502626724 TEAEPHONE. 270-442-4369 ! YELEFHONE: 606-432-0670 TELEPHOME, 8(2-948-3053
FACSHMILE: 812534445 FACSHAILE: 2704424580 { FACSIMAL: GOG-432-0880 FACIMILE: 12-246-92233
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2. Joan Jones, the ASHA controller, will be available during those hows to answer
questions your representative may have concerning the account detail. Obviously, Ms. Jones is
not in & 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 Alan 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 consented to disclosure of his compensation, and his employment contract and
deferred compensation agreement will be available for your representative’s review, You may be
sure Mr, Balch’s total compensation is as reflected in these agreements; he has received no
bonuses, commission, royaltics, or other forms of compensation and has in fact during the
contract term voluntarily foregonle significant salary and expense reimbursement to which he was
entitled under his contract. Both Mr. Balch's employment contract and deferred compensation
Agreements were unanimously approved by the directors in attendance at the ASHA board
meeting where thoy were discussed in detail nd referred to the Executive Commitiee for
approval of a fina] form incorporating the approved terme. All duly elected directors were at that
board meeting except Mr, Heiman, whe did not aftend. Minutes of the mesting have been
available on the ASHA Web site for over a year,

4, Your representative’s review will be in liey of the meeiing we previously
suggested befween your group and the ASHA and Repgistry boards during their regnlar July
meeting,

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

Please direct all future communications to me and not to the ASHA or Registry officers
and directors.

Singerely,
JKS:mitk

ool Judith Wemer
Barbara Molland
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STOLL-KEENON-OGDEN

PLLC

%000 PNCPLAZA STEPHEN A. HOUSTON
300 WEST JEFFERSON STREET DirECT Diat: (502) 568-3768
LOWUISVILLE, KY 40202-2828 DIRECT Fax: (5023 333-6009

Magn: (502)333-6000 stephen. houstong@skofimy.com
Fax: {5023333-6099
www,skofion.com

May 20, 2009

By Electronic Mail
istreepeyl@bsg-law,cain

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

ASHA and Regisiry

Dear Mr. Streepey:

By letter dated May 12, 2009, on behalf of a group of senior members, I requested that the
American Saddlebred Horse Association, Inc. (*“ASHA™) and the American Saddlebred Registry,
Inc. ("Registry”) produce certain documents or, in the altemative, provide an opportunity 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, but not all, of the documents requested. In that letter, the ASHA and
Registry contend that they “have no legal obligation” to produce the documents. That is not
correct. For example, in Kentucky, “all books and records of a {nonprofit] corporation may be
inspected by any member, or his agent or aftorney, for any proper purpose at any reasonable
time.” See KRS §273.233, Accordingly, the ASHA and Registry should provide access to 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 documents on June 15, 2009, As you requested, we will provide a list of the individuals who
will attend the document production at the ASHA office in Lexington.

Sincerely

Stoil Keenon Ogden PLLC

Y/

Stephen A, Houston

LEXingron + LouisvillE + FRANKFORTY 4+ HENDERSON
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STOLL-KEENON-OGDEN

PLLC

2000 PNC PLAZA STEPHEN A, HOUSTON
500 WEST JEFFERSON STREET DigEcT DiAL: {502 568-5768
Loussvii g, KY 46202-2828 DIRECT FAX: {502} 333-6099
Mai: {562)333-6000 stephen.houston@skofinm.com
FAN: {502) 333-6099

wwww.skofin.com

Tune 26, 2009

By Electronic Mail
istreepevebsg-law.com

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

American Saddlebred Horse Associafion, Inc,

Dear Mr. Streepey:

The American Saddlebred Horse Association, Inc. (“ASHA™) is a Kentucky non-profit
organization. KRS §273.233 entifles members of a Kentucky non-profit organization, and their
representatives, to have access to “all books and records” maintained by the non-profit
organization. By letter dated April 20, 2009, certain members of the ASHA asked it to produce
documents relating to its financial expenditures, The ASHA agreed to produce some, but not all,
of the responsive dacuments at its office in Lexington on June 15, 2009.

Mr. Walter Newell, CPA, and I appeared at the ASHA office on June 15, 2009 as
representatives of certain members of the ASHA. You and the ASHA's coniroller, Ms. Joan
Jones met with us on behalf of the ASHA. Notwithstanding the clear language in KRS §273.233,
you confirmed that the ASHA refused to produce all of the records previously requested.
Furthermore, the ASHA refused to allow us fo retain photocopies of the select documents it was
willing to et us see. You stated that you were following instructions provided to you by Mr. Alan
Balch. You also stated that it was your understanding that Mr. Balch conferred with some of the
Officers or some of the Executive Committee, buf not the full Board of Directors, regarding the
decision to withhold documents.

Pursuant to KRS §273.233, we continue to demand fo inspect and copy all of the books
and records previously requested. If possible, we wish fo avoid petitioning a court to allow
members of this non-profit organization fo have access to its books and records. As you and 1
discussed, please present this issue to the ASHA’s Board of Directors for consideration. Itis our
hope that the ASHA will comply with the law and make its records available fo its members.

LExiNGTON + Louisvitte + FranKFORT + HENDERSON
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You permitted me to ask the ASHA controller, Ms, Joan Jones, questions about some of
the ASHA’s financial expenditures. Ms. Jones stated that the ASHA pays commissions (0 some
of its employees, but it does not have a formal written policy regarding commissions, including
the eligibility of ASHA employees and the amounts available to be earned. Please confirm that
the ASHA has no formal writen policy regarding commissions. If a waitten policy regarding
commissions exists, please produce a copy of it.

Similarly, Ms. Jones stated that the ASHA has also paid bonuses to some of ifs employees,
but it does not have a formal written policy regarding the payment of bonuses. Please confirm
that the ASHA has no formal written policy regarding bonuses. If a formal written poliey
regarding bonuses does exist, pleage produce a copy of it.

When asked about a financial expenditure identified as a “draw” of approximately $6,000,
Ms. Jones stated that it was an advance payment to William Wood for pofential fundraising
commissions. Ms. Jones stated that she did not believe the ASHA memorialized that agreement
in writing. Ms. Jones also stated that Mr. Wood was told that he would not need to retum the
advanced money even if he never eamed the comsnission by raising the necessary amount of
funds for the ASHA. Please confirm that the agreement with Mr. Wood was not memorialized in
writing. If an agreement was memorialized in wriing, please provide a copy of the written
agreement.

The lefter to the board of directors dated February 10, 2009 from Bennett & Company,
CPAs indicates that there is a concern about “segregation of duties” in the ASHA’s accounting
department. Please provide documents indicating whether this matter is a “control deficiency,”
“significant deficiency” or a “material weakness” as defined by SAS 112 “Communicating
Internal Control Matters Ientified in an Audit”. Also, please provide documents indicating the
ASHA's investigation into this issue and its efforts fo resolve the issue.

Based upon our review of the documents that were produced on June IS5, it is apparent that
the ASHA should also produce for inspection and copying, without limitation, the 22 categories
of invoices and other specific documents discussed below:

1. Please produce documents indicating where the $20,000 related to Mr. Balch’s
annual deferred compensation is accrued in the December 31, 2007 audited financial statements.

2, Expenditures identified as “Meetings and Conferences” totaled $222,166 in 2007.
Please provide all of the invoices supporting those expenditures including, without limitation, the
following:
e $20,522 Kentucky State Fair
o Saddlebred Daily $2,970
o Monday $593
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Tuesday $1,317
Wednesday $1,317
Thursday $1,317
Friday $830
Saturday $1,264
Sunday £1416
Contract Labor $2,500
06 Ring 1,250
¢ KSF Results Commission $2,043
»  $29,010 Youth Conference Expense.
o Printing cost of $724
o Embassy Suites of $6,525
»  $26,502 Lordosis
s 340,838 annual meeting expense
o Embassy Suites $18,791
o Convention Sponsors of $2,070
s $28,171 Fundraiser Auction
o Rocking Horse $2,000
o Saddle $1,200
o Derby Tickets
o Executive West $8,293

o 0o 0 o & ¢ o 0O

3. Meetings and Conferences totaled $159,865 in 2006. Please provide all of the
invoices supporting those expenditures including, without limitation, the following:

s $22,000 American Saddlebred Ball
o $12.,536
o $2,408

s $35,091 Annual Meeting Expense
o $12,418
o $7,723
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4.

2

6.
expenditures.
Newell.

7.
expenditures.

$50,211 Kentucky State Fair Expense

o 85775

o Online Payment $5,221
o Online Payment $2,500
o L. Weatherman $2,904

Printing expenditures totaled $200,796 in 2007. Please provide all of the invoices
supporting those expenditures including, without limitation, the following:

*

$21,691

$12,932

$15,751

$14,893

$45,297

Susanna Thurston $15,180
Susanna Thurston $6,225
Marcia Carothers $5,652

Printing expenses totaled $180,497 in 2006. Please provide all of the invoices
supporting those expenditures inchuding, without limitation, the following:

*

L

*

311,015
$39,531
$19,880
$12,442
$14,009
$13,858
$10,458

Contract fees totaled $9,600 in 2007. Please provide invoices supporting those
Also, please provide a copy of any agreements with Mae Condon and Brenda

Contract fees totaled $78,442 in 2006. Please provide invoices supporting those
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8. Advertising/Promotion totaled $13,523 in 2007, Please provide all of the invoices
supporting those expenditures including, without limitation, the following:

s Primea $1,732
¢ Advertising $1,000

9. Advertisting/Promotion totaled $63,287 in 2006. Please provide all of the invoices
supporting those expenditures including, without limitation, the following:

s Primedi $1,648
» Derby Tickets $2,300
o $2,173 World Equestrian Ganmies

10.  Bank fecs totaled $19,442 in 2007,

e Please provide copies of bank statements for the months of January 2007
through December 31, 2007.

i1, Bank fees totaled $13,442 in 2006.

¢ Pleasc provide copies of bank statements for the months of January 2006
through December 31, 2006,

» Please provide the invoice supporting the “APS Settlement” charge of $1,119,

12, Interest expenses tolaled $26,179 and $32,949 for 2007 and 2006, respectively.
Please provide a copy of the lease agreement and respective amortization schedule that indicates
the necessity of these expenditures.

13.  Marke{ Research totaled $12,796 in 2007,

s Please provide all documents supporting those expenditures, including the
name and address of all payees.

» Please provide a copy of all agreements and contracts to perform work relating
to matket research,

14.  Market Research totaled $38,721 in 2006.

¢ Please provide all documents supporting those expenditures, including the
name and address of all payees.
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i5.

16,

17.

19.

20.

+*

Please provide a copy of all agreements and contracts to perform work relating
to market research.

Web page/email totaled $20,136 in 2007.

L

Please provide all documents supporting those expenditures, including the
name and address of all payees.

Please provide a copy of all agreements and confracts to perform work relating
to web page / email expenditures.

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

Please provide all documents supporting those expenditures, including the
name and address of all payees.

Please provide a copy of all agreements and contracts to perform work relating
to web page / email expenditures.

Salaries for fiscal years 2006, 2007 and 2008

-

Please provide invoices and other documents that support these amounts for
“administration,” “Comm. And Publications™ and “advancement.”

Please provide documents indicating all commissions paid
Please provide documents indicating all bonuses paid
Please provide all job descriptions, employment agreements and other

documents indicating the ASHA and Registry employees responsible for
selling advertisements in magazines or other ASHA productions.

Benefits for fiscal years 2006, 2007 and 2008

Please provide invoices and other documents that support these amounts for
“administration,” “Comm, And Publications™ and “advancement.”

Executive compensation for the Registry totaled $81,687 $74,737 in 2007 and
2006, respectively. Please provide all invoices supporting those expenditures, including any such
invoices for confract labor.

Piease provide documents indicating all written requests by Alan Balch fo
participate in “outside activities” as stated in his employment agreement. Please provide all
written responses to those requests.
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21.  Please provide a copy of all documents and communications that indicate that the
ASHA’s audits for fiscal years 2006, 2007 and 2008 comply with Sratement on Auditing
Standards (SAS) No. 114, "The Auditors Communication With Those Charged with Governance.”

22, Please provide documents indicating that the organization has adopted FIN 48

accounting for income taxes (o ensure that it does not have any tax positions that could jeopardize
ifs tax exempt status,

Please let me know at your earliest convenience, but no later than July 13, 2009, if the
ASHA will produce all of the documents requested. Of course, please let me know if you have
questions,

Sincerely

Stoll Keenon Ogden PLLC

Step%en A. Houston
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BOEHL STOPHER & GRAVES Lip

AEGON CENTER - SUITE2300
A00 WEST MARKET STREET - LOUISVILLE, KENTUCKY 40202-3354

TELEPHONE: 502-586-5080
FACSIMILE: 502-561-9400

JEFFERSON K. STREEPEY
PARTNER

EXTENSION 234
JSTREEPEY@BSG-LAW.COM

July 13, 2009

Mr, Stephen A. Houston

STOLL X¥ENON OGDEN, PLLC
2000 PNC Plaza

500 West Jefferson Street
Louisvills, KY 40202-2828

Re:  American Saddlebred Horse Association
Dear Mr. Houston;

This responds to your June 26, 2009 letter. Your letter contains misstatements concerning
gvents of June 15, 2009, You assert I advised you I was following instructions provided me by
M. Balch in refusing photocopies. That is wrong. I cleatly 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 to you concerning CoOMmMissions,
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 a bylaw amendment covering document inspection, a copy of which is
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 letfer.

444 WEST SECOND STREET AR BROADWAY I 137 MAIN STREEY, SUTE 200 FLSBY EAST - SUITE 204 400 PEARL STREET
LEXINGTON, KENTUCKY 405074040 : PADUCAR. XENTUCKY 4200! i PIKEVILLE, RENTUCKY 41502 REW ALBANY. INDIANA 47150
[
TELEPHONE: 859-252-6721 | TELEPHONE: 270-442-4365 t TELEPHONE: 603-432-0670 TELEPHONE: 812-248-5053
FACSIMIEE: BRO-2331445 i FACSIMILE: 270-442-4689 ! FACSIMILE: 605-132-2680 FACSIMILE: 812-948-9233
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Stephen A. Houston
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The documents will be available for inspection at the ASHA office in Lexington,
Kentucky between 10 a.m. and 4 p.m. on July 29, 2009. Your clients are invited to attend or to
send their representatives, or bring their representatives with them. Please let me know by July
22, 2009 who will be attending for your clients.

Except with respect to Mr. Balch, the compensation of any individoal employee of
ASHA will not be disclosed by name. ASHA continues to believe its staff membess are entitied
to privacy with respect to their individval compensation.

You should know that effective August 1, 2009 ASHA will designate the third Tuesday
of each month, until the annual convention in February 2010, beginning at 10 a.m. as regular
monthly office hours for any member o come to the ASHIA 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
materials such member wishes to review. This is an internal operating policy which will be
reevaluated at the time of the annval convention and may be modified or discontinued. It is not
part of the new bylaw. Personnel matters, compensation of individuval staff mémbers by name,
except for the current executive secretary, information furnished to ASHA on a confidential
basis, and other records legally privileged or determined by the executive sccretary with advice
of counsel to be inappropriate for disclosure will not be disclosed during these monthly sessions.

JKS:mfk
Enclosure
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on, Kenfucky. The Assoclation
thout the State of Kentucky, as the
iness of the Association may re-

ARTICLE 1l. MEMBERSHIP
5
h.shall have seven {7} classes of Individual Mem-
name of an individual. The designation of

the members of each class shall be as fol-

ent of the fee prescribed by the Board of
member for life with no addmeaa! amount

Junior Members. Junior Members are those individuals who are age 17
hder, They shall be eligible to altend all mestings of the membership and
art in alf junior programs developed by the Association but shall hava no
power, Their annual dues shall be presedbed by the Board of Directors.
pacial Junior Members. Special Junior Members are these individuals
re age 17 and under. They shall be eligible to attend all meetings of the
ership and take part in ali Junior Programs developed by the Assoclation.
hall have all the rights and prvileges of & Senior Member but shall have
ing power. Their annual dues shall b prescrbed by the Board of Direc-

2]

“Youth Club Affiliate Members. Youth Club Affikate Members are those indi-
s who are age 17 and under and who are members of one of the officlat
Youth Clubs, They shall be eligible to attend ali meetings of the member-
nd take part in all jurior programs developed by the Associslion. They
yave all the rights and privileges of 2 Senior Member but shall have no vot-
iver Their annual dues shalt be prescribed by the Board of Directors.

ion 2. Mambers of the Association shall be admitted, retained and ex-
aecordance with Procedures set forth in these Bylaws. Each member
hall be entitiad to one vote either in Person or by proxy on each
a vole of members.

nrual mesting of members shall be held for the purpose of
55 a5 may be property brought before the mesting at such

{Effective July 7, 2009)

place, sither within or without the State of Kentucky, on such date and at such
place as the Board of Directors or the Executive Committee may determine.

Section 4. Special meetings of the members may be called by the Prasident
or Board of Directors and shall be called by the President af the request of one-
fifth { 1/5) of members, then in good standing. Speclal meetings of members may
be held af such fime and place, either within or without the State of Kentucky, as
may be designated in the nolice theseof.

Section 5. Writlen nofice staling the place, day and hour of meeting and, in
the cass of a spacial meeting, the purpose or puiposes for which the meeting is
called, shalf be given by pubfic nofice and by mailing such notice not fess than
thirty-five {35) days befora the date of the meeting tc each member at his or her
last known address as it appaars in the Association’s records, who was in good
standing on the sixtieth {60th) day preceding the date of such mesting for which
such nolice is being given.

Section 6. Except as othenwise provided in this paragraph, five percent {5%)
of the members enfitled {0 vole, represented in person or by proxy, shall consti-
tufe a quorum at meetings of the members. The acts of 2 majority of the mem-
bers present in person or by proxy at a mesting at which a quorum is present
shall be the acts of the members, except that it shall require the affirmative vole
of two-thirds {2/3rds) of such members at such meeting {i} to amend the articles
of incorporation, (i) to adopt a plan of merger or consolidation with another cor-
poration, {jif} to authorize the sale, lease, or mortgage of substantially all of the
assets of properly of the Association, {iv) to authorize a voluntary dissolution of
the Association or revoke a proceeding thereof, or {v) to adopi a plan for the dis-
tibution of the assets of the Assoclation. One percent {1%) of the members rep-
resenied in person or by proxy shall constifute the quorum at the annual meeting
of membaers for the purpose of electing two members of the Nominating Commit-
tee as provided in Article 1ll, Part H, Section 1. In the event there is net a quorum
of 1 pereent represented in parson or by proxy at the annual meeting of mem-
bers, then the Board of Birectors may select the two members of the Nominating
Committes who are to be elected at the annual membership meeting.

Section 7. Membars entitled to vole at a mesting of members shall include
all Senior Members who are in good standing at the ime of such meeting.

Section 8. Membership in the Associatior 15 a privilege and not a rightand is
open to any natural person who has indicated bis of her interest in furthering the
purposes of the Association.

Section 9. Application for mambership in the Association shall be mads on a
form acceptable to the Asseclation: and sent to the Association office with a
check for the annual membership fee made payable to the American Saddlebred
Horse Association, ing. The Applicant shall then become a member of the Asso-
ciation and sha'l be issued a Membership Card.

Seetion 10. Except as otherwise fivited by the Articles of Incorporation or
these bylaws, alt members in good standing shall {1} obey and be bound by all By-
laws, rules and regulations of the Association and decisions or acions of the
Board of Directors or Executive Committee, and {ii) have the right to hold office
and committee assignmenis.

Sectlon 11, Tarm of membership is 12 months and expires tha last day of the
month in which dues were paid the preceding year. A member shall be consid-

ered not in good standing if the annual fes has not been paid on or before the
expiration data.

Sectlon 12. Amember not in viclation of the nvles and regulations of the As-
sociation ¢an be reinstated to good standing by simply paying tha membership




is no penally for such reinstaiement.
embership fae shail be considered paid on the day
of on the date received by the Association if delivered

embership will be considered at any tme during
, regardless of when his or her applicaficn is
swithout paying the fsll annual membership
of she becomes a member.

inate upon the occurrence of any one of
delivered to the Association, (if} death, (i)
fas on or bafere the annual explration date.

harter Members consisting of assoch-
hers whose primary interest is In pro-

Bership of the association or club
rse Association.
corporated under the laws of s

5t Member must be complated and
of the anpual fee prescribed by the

the Association,
yrier Member is responsible fer producing a minimum of

mbers in good standing shall be eligible fora
| current officers must be Association Mem-

irector deems necessary 10 assist himfher in me"*ég'd__
obligations as a director.

tions permifted the public under the federal Internal Revenue Code and
tions, a member of the Association in good standing may be permitted 1o in-

of executive compensation, as disclosed on IRS form 990, and list of the
and addresses of members of the Association during regular business
upon at least five {5) business days prior written notice of his or her re-

member of the American Saddiebred Horse Assoclation or participant in
grams may invoke the aid of the courts of the Unifed States or any sfate
ii first exhausting all remedies available under the procedures previded In

ilar fo those outiined in USEF bylaw 704 and related rulss.

ARTICLE I)l. DIRECTORS
Part 1. Directors

Section 1. Ths Board of Directors shall consist of eightaen {18) members
and shall exercisa all of the powers of the Association subject only o the restric-
tions imposed by law, by the Association's Asticles of incozporation, as amended,
or by these Bylaws. Directors must be Senior Members of the Association in
good standing.

Section 2. Amajority of the number of Divectors fixad by Section 1 of this Ar-
ticte 11 shalf constitute a quorum for the fransaction of business at any meeling
of the Board of Directors; but if less than such majorily is present at a meeling, &
majorily of the Directers present may adjeurn the mesting from Bme lo time with-
out further notics.

Section 3. Aregular meeting of the Board of Directors shall be held without
olher notice than this Bylaw immediately afier, and in the same place as, the An-
nusal Meating of members, The Board of Directors may provide, by resolution, the
time and placs, either within or without the State of Kentucky, for the holding of
additional regular mealings without other notice than this resolution. Meetings of
the Board of Directors shafl be conducted according to Sturgis’ Standard Code of
Parliamentary Procedure.

Section 4. Special meetings of the Board of Directors may be called at the
request of the President or any five Directors. The person or persons authorized
to call such special meetings of the Board of Directors may fix any place, within
of without the State of Keritucky, as the place for holding any special meeting of
the Board of Direclors called by them.

Section 5. Notice of any special meefing, staling the time, place and pur-
poses theraof, shalt ba given at least ten {10} days praviously therelo in person
ar by felephone or by written notice delivered personatly or electronically, or fele-
{axed, telegramed, mailed, or delivered by other reasonable means to each Di-
rector at his or her address as Ested in the records of the Association,

Sectlon 6. Any Director may waive notice of any meeting. The atieadance of
a Direclor at a meeting shall constifute a waiver of notice of such mesting if such
Director attends the meeting for the sxpress purposs of objecting to the transac-
tion of any business because the meeting was not lawfully called or convened.

Section 7. ADirector who is absent from two consecutive meetings without
approval of the Board of Directors will be considered to have resigned.

Section 8. Directors shall sarve without compensation.

Section 9. Any action required or permitied to be taken by the Board of Di-
retiors al a meeting may be taken without a meeting if consent in writing setling
forth the actien taken is signed by all Directors,

Section 10. Meetings of the Board of Directors may be hald by telephons
conference o other means of communication whereby all Directors participating
In the meeting can hear each other. Particpation in a meeting by telephore or
other similar means shalf constitue presence in person at the meefing.

Section 11. Minutes shall ba kepi of any and all meetings (regular or special)
of the Board of Directors. The minutes shall be transenbed within forty-five ( 45}
days after any meeting. Minutes may be approved by written consent of a major-
ity of diracfors. Such wrilten consent may be defivered by hand, maifing, delivery
service, fax or electronically. A copy of tha minutes shall be published by the As-
sociation electronically, or in the Association magazing, or other Saddlebred pub-
lication, after approval by the Board of Directors. Notice of availability of minutes
which have been approved by the Board of Directors shall be published in the
magazine and made available to any member in good standing within saven {7}
days upon request,

Part I, Election of Direclors

Sectlon 1. Directors shall be elected annually by mail ballol. The Directors
shall be divided into three (3} classes, each of which shall consist of six {8} Di-
rectors who shall be elected for a ferm of three {3) years and until their respec-
tive successors are elacted and qualify, The terms of the three (3} classes shall
ba staggered so that only the Directars of one class shall be elecled each year.

Mo Director shall sewe more than two (2) consecutive three-year terms with-
ouk a pericd of one (1) year intervening before Ris re-alection. This restriclion
shall not apply to any term of less than thiee {3) years. However, a person who
Is serving as an officer at the end of his second consecutive three-year term may
be slected as a Director for ong additional three-year term.

Nolice of the anntal election of Direclors, together with a ballot containing a
state of candidates recommended by the Nominaling Committes, shail be in-




-Association, or sent by direct mail 1o each member
256 as Il appears in the Association’s racords.

ine for write-In candidates. Marked ballofs must be
ce no [ater than the date set by the Board of Direc-
lats, which date will be eslablished annuatty by
which it approves the Nominating Commilies's
shown on the ballo, The batiots will be taby-
three {3) directors chosen by fot, excluding
Those who received the six {8) highest vole
ffice at the annual meefing of the members

b

f.a baliot shall be resolved by the Exacu-
n will be published.

nominees for each vagancy on the

e Assoclation. The Nominating

s to the Board for its approval. The

‘the Chairman who shall be ap-
ominating Commities shall
cies in the Nominating Committes

30ard of Directors,
mitiee shall select a state of six {6) or more candidates
rom Serior Members of the Association who have
the three years preceding nomination,

ftae must consider the following criteria in selecting

ation on the Board of Direciors in relationship
given geographical area,

Federation judge of’
i n Saddlebreds

& Nominah‘ng Commitles shall present its slate of nominees to the Execy-
mmittee, which shali review the procass for compliance with the above

. Ifihe Executive Committee finds substantial compliance with the norri-
criteria, then it will forward the slate of nominees to the Board of Ditectors
roval. if the Executive Commitiee does notfind substantial compliance

& criteria, it will refurn the prapesed slate of nominzes to the Nominating
ittee with a written report sefiing forth the Executive Commitied's reasons
ing non-compliance, and lhe Nominating Commitiee wilt then present a
amended slate of nominees 1o the Executive Committes, faking into ac-
such written report.

clion 2. Any vacancy occurring on the Board of Direclors may be filled by
rmative vote of the majority of the remaining Direclors even if loss than a
m of the Board of Directors. A Director elected to fill a vacancy shalt be

d for the unexpired term of his predecesser in office.

ARTICLE IV. OFFICERS
1. The officers of the Association shall be a President, First Vice
cond Vice President, Secretary, Executive Secretary, Treasurer,
tagian, each of whom shall be elected by the Board of Directors,
pt the Executive Secretary, and Parliamentarian must be a
f Directors.

Section 2. The Nominating Committee for Officers shall recommend lo the
Board of Directors a nominee for each office from the members of the Board ex-
cept that nominees for the offics of Executive Secretary and Parliamentarian
need not be Board members. The Nominating Committee for Officers shall con-
sist of threa members of the Board of Directors who shall be appoinied by the
President {o serve until the regular meating of the Board next after the annuat
meeting of members. The President shall designate one of the members of the
Nominating Committee for Officers as Chairman. The Nominating Conimittee for
Officers shalt also recommend lo the Board of Direciors efeven {11) nominees lo
serve as directors of the American Saddlebred Registry, Ing., at least six {6) of
whom shall be members of the American Saddlebrad Horse Assoclation Board
of Directors. The Nominating Committee for Officers shall make its recommenda-
tionlo the Board at the regular mesting held immediately after the annual mesl-
ing of members.

Section 3. The officers of ths Association shall be efected annually by the
Board of Directors at its annual meeling held after each annual meeting of mem-
bers, Each officer shall hold office for a term of one year and uniil his or her sue-
cessor shall have been duly elected and shall have accepted his or her election,
unless such officer shall die, resign or ba removed from office prior thereto. Di-
rectors of American Saddlebred Reglstry, Inc. shall ba elected by the Board of
Directors of the Association at the same meeting, Officers are elacted and shalk
serve for one {1) year and unitil his or her successor shall have been duly elected
and accepted his or her election. Each Director of American Saddlebred Reg-
Istry, Inc. is efected and shall serve for one (1) year untit his or her successor
shall have been duly elected and qualified.

Section 4. Any officer may be remaved by the Board of Directors whenevar
Inits judgment the best interests of the Association will be setved thereby, but
such removal shall be without prejudice 1o the contract righls, if any, of the officer
sa ramoved. The election of an officer shall notitself create contract rights.

Section 5. Avacancy In any office of the Association may be fitled by the
Board of Directors for the unexpired portion of the term.

Section 6. The President shal ba the principal executive officer of the Asso-
clation and, subject to the confrof of the Board of Directors, shall in generalbe
responsible for enforcing abservanee of policies forrulated by the Board of Di-
rectors. He of she shall, when prasertt, preside at alf maetings of the Members
and of the Beard of Directors. He or she may sign, with the Secretary or any
other proper officer of the Assoclation thereunto autharized by the Board of Di-
rectors, deeds, morigages, bonds, conlracts, or alher instruments which the
Board of lirectors has aulhorized Io be executed, except in cases where the
signing and exectiticn thereof shafl be expressly delegaled by the Board of Di-
reclors or by these Bylaws io some other officer or agent of the Assodlation, or
shall be required by law to be otherwise signed or execuied; and in generat shall
perform such other duties as may be prescribad by the Board of Directors from
tme to time.

The immediale pasi president shall serva as an ex officio member of the
Board of Diractors until the current president has left office.

Section 7. In the absence of tha President or In the event of his or her death,
inability, or refusal to act, the First Vice President shall perform the duties of the
President and when so acting shall have all the powers and be subjact to all of
the restrictions imposed upon the President. The First Vice President and See-
ond Vice President shall perform such duties as from time fo time may be as-
signed to him or her by the President or by the Board of Direclors.

Section 8. The Executive Secratary shalt be the principal manager of the As-
sociation and shall have general supervision of It affalrs and in additian, he or
she shall perform such other duties as may from time to time be assigned to him
or her by the President or by the Board of Directors.

Section 9. The Secrefary or hs or her designee shall keep the minutes of the
proceedings of the members and the Board of Directors in one or more books pro-
vided for that purpose. Tha Secretary shall perform such other duties as from time
fo time may ba assigned to him or her by the President or the Board of Direclors.

Section 10, Af the Annual Meeling, tha Partiameniarian shall advise the pre-
siding officer with respect to points of order and procedure In the conduct of the
meeting which shall be conducted according to Sturgis’ Standard Code of Parlis-
mentary Procedure.

Section 11. The Treasurer shalk: {a) have charge and custody of and be re-
sponsible for all funds and securities of the Assotiation; (b) receive and give re-
celpts for monies due and payable to the Association from any source
whalsoever, and deposit all such monies in the name of the Association in such




e deposilories as shall be ssfected in accordance

ylaws; and (c) in general perform all of the duties

surer and such other dutiss as from time to ime may

he President or by the Beard of Dirsctors. ¥ re-

rs, the Treasurer shall give a bond for the faithlul

such sum and with such surely or sureties as
ine.

mpensated, except the Executive Secre-
fixed by the Boatd of Directors. The compen-
&d by the officer or officers so authorized

ICLEV.

JIRECTORS AND OFFICERS

ciation. To the fultest extent permitied

of the Kentucky Norprofit Corpora-
indemnify any person against

ed by him or her in conrection

n, suit or proceeding, whether

{Procesding’), to which he or she

AUse he o she is of was a direclor o

, of is of was serving atthe request of the Association

riner, employes, of agent of another domestic or foreign

L Joint venture, trust, other enterprise or employee benefit

") was determined, In the manner prascribad by

ve actad in good faith and In a manner ha rea-

posed to the bast interasts of the Association,

eding, had no reasonable cause to believa his

rd of Conduct™), except in refation to mat-
djudged in the Proceeding o be liable for
rmance of duty to the Association.

i sAdicle V, the term "ex-

g a vritten agresment 1o repay all amounts p
tion if he or she is ulimately adjudged liable for negligence or miscon-

in the performance of duty fo the Assoclation.

5) Tha urdertaking required by the Person under Section 3 {a} {fi) of this Arti-
shatl be an unlimited general obligaiion of that Person, with such security, if
s the Roard of Directors may reasonably require.

ection 4. Determination of Standard of Conduct and Reascnableness of
nses. Determinations of whether the Standard of Conduct has beer met
whether expenses are reasonable shall be made as fofiows:

iBy the Board of Diractors by a majority vete of a quorum consisting of Di-
t5 not at the time parties o the Procgeding;

f such a guorum cannot be obtained, ther by a majority vote of a commi-
f the Board of Directors, duly designated to act in the malter by a majority of
ill Board of Directors {in which the Directors who are parties to the Proceed-
parlicipate), consisting solely of two or more Directors not at the time

to the Proceading; or

y special lagal eaunse! selected gither by the Beard of Direclors or a

tee thereof by a vole In actordance with Subsections (a) or (b) of this

i the requisite guorum of the full Board of Directors cannot be es-
majority vote of the full Board of Directors {in which tha Direclors
Proceeding may participale).

e of Insurance. The Association may purchase and main-

tain insurance on behalf of any parsen who Is orwas a director, officar, em-
ployee, or agent of the Assoclation or Is or was serving at the request of the As-
sociation as a Directer, officer, partmer, employes, or agent of another domestic
or foreign corporation, partnership, joint venture, trust, other anterprise of em-
ployes bianefil plan, agains! any lisbility asserted against him or har and incurred
by T o her in any such capacity or arisiag out of his or her status as such, re-
gardiess of whether the Association would have had the power o b obligated to
indemnify bim or her agalnst such liability under the provisions of this Article V or
the Kentucky Nonprofit Corporation Acts.

Sectlon 6. Scope of ndemnification. The indemnification for which this Article
V provides shaft not be deemed exclusive of a waiver of any other rights to
which the Person may be entitied under any statute, provision of the Associa-
tion's Arlicle s of incorpaoration, any other provision of these Bylaws or resolution
of tha Board of Diractors and shall inurs to the benefil of the heirs and personal
representatives of a Person,

ARTICLEVI
CONTRACTS, LOANS, CHECKS, AND DEPOSITS

Section 1. The Board of Directors may autherize any officer or officers, agent
or agents, (o enter into any contract or exacute ard deliver any instrument in the
nama of and ot behalf of the Association, and such authosly may be general o
confined to gpecific Instances.

Saction 2. Ne foans shall be conlracted on behalf of the Assodlation and no
avidences of indebtedness shall be issued inits name unless authorized by & res-
olution of the Board of Diractors. Stich authority may be general or confined o
specific Instances.

Saction 3. Al checks, drafts or other orders for the paymant of monay, notes
or other svidences of indebtedness issued in the name of the Association shafl
be signed by such officer or officers, agent of agents of the Association and in
such manner as shall from tme fo tima be determined by resalution of the Board
of Directors.

Section 4. Alt funds of the Association not otherwise employed shall be de-
posited from time to tme o the oredit of the Association In such banks, trust
companies or other depositories as the Board of Directors may select.

ARTICLE Vil. FISCAL YEAR
The fiscal year of the Association shall begin on the first day of January and
gnd on the last day of December of each year.

ARTICLE Viti, CORPORATE SEAL
The Board of Diractors shall provide a corporate seal, which shall be circular
it form and shalt have insoribed thereon the name of the Asseciation and the
stata of incorporation and the words “Corporate Saal”

ARTICLE IX. EXECUTIVE COMMITTEE

Section 1. The Board of Directors, by resolution adopted by a majerity of the
fult board, shall authorize an Executive Committes, The Executive Committee
shatl consist of the President, First Vice President, Second Vice President, Sec-
retary, and Treasurer of the Association, and the Board of Directors may desig-
nate one (1) or moze additional Executive Committer members from members of
former members of the Board of Dirgctors. Tha designation of such committes
and the delegation thereto of authorily shalf not oparata lo refieve the Board of
Direclors, or any member thereaf, of any responsibility mposed by law.

Section 2. The Executive Commitiee, when the Board of Directors is notin
session, shall have and may exercise all of the authority of the Board of Diree-
fors except o the extent, if any, tha such authorily shalt be limited by resofution
of the Board of Directors and except also that the Executive Commitiee shall not
have the authority of the Board of Directers in reference to (i) amending, altering
or rapealing the Bylaws, (i) designating or removing any member of the Execy-
tive Cominitiee or any Director or officer of tha Assoclation, (i) amending or re-
stating the Articles of Incorporation of the Association, (iv) adopling a plan of
merger of consalidation with ancther corporation, (v) autherizing the sale, lease
oz morlgage of substantially all of the property of assets of the Associalien, (vi)
authorizing the voluntary glssolution of the Assoclation or revoking proceedings
therafor, {vii) adopting a plan for the distribution of the assets of the Association,
or (vili) amending, altering or repealing any resolution of the Board of Directors.

Section 3. Each member of the Executive Commitiee shall hold office until
the regutar meefing of the Board of Directors next following the arnual mesting




Skt

of members and untit his of her successor is designated a member of the Executive
Committee and has accepted his or her designation.

Saction 4. Regular meetings of the Execulive Committee may be held at such time
and place as the Executive Committee may fix from time to time by resolution. Special
meetings of the Executive Commiltee may be called by any member thereof upon not
less than five (5} days notice stating the place, date and hour of the meeting, Notice may
ba written or oral, {including tefephonically) and if mafied, shall be desmed to be deliv-
ered when deposited in the United States mait addressed to the member of the Execu-
tive Committes al ks or her business address, Written notice may also be given by
telefax, telegram, electronically of by other reasonable means. Any member of the Exec-
ulive Committee may waive notice of any meeling, and no notice of any meeling need
be given 1o any member thereof who attends in person. The notice of a meeling of the
Executive Committes need not state the business proposed to be iransacted at the
meeting. Notice of each ragular or special meeting of the Executive Committes shall be
delivered in the manner prescrbed above to each member of the Board of Directors.
Any director may attend any masting if he or she s0 desires, but wilhout any right to
vole,

Section 5. Amajority of the members of the Execulive Committee shall constitute a
quorum for the ransaction of business at any meeting thereof, and action of the Execu-
tive Committae must be authorized by the affirmative vote of a majority of the membars
present at a meeling at which a quorumt is present, provided, however, that meetings of
the Executive Committee may be held by telephone.

Sactlion 6. Any action required or permitted 1o be taken by the Executive Committee.
at a meeting may be taken without a meeling if a consent in wiiting, setling forth the a¢-
tion 5o taken, shalt be signed by all of the members of the Executive Commitee.

Section 7, Any vacancy in the Execulive Committee may bs filed by a resclution
adopted by a majority of the full Board of Directors.

$ection 8. Any member of the Execulive Committes may be removed at any ime
with or without cause by resolution adopted by a majonty of the full Board of Direclors.
Any member of the Executive Committes may resign from the Executive Commitiee at
any time by giving written notice to the President or Secretary of the Association, and
unless otherwise spacified thereln, the acceptance of such reslgnation shall not be nec-
essary to make it effective.

Section 9. The President shall serve as presiding officer. The Exscutive Commitiee
may fix its own rutes of procedure, which shalf notbe inconsistent with these Bylaws. !
shafl keep regular minutes of its proceedings and report the same lo the Board of Dire¢-
tors for its information at the meeting thereof held next after the procesdings shall have
been taken,

Section 10. Minutes shall be kept of any and alf meetings of the Executive Commit-
oa, The minules shall he transcribed wilhin forty-five (45) days afler any meeling. A
y of the minutes shall be published in the Assoclation magazine, electronicaily, o by
tther Saddlebred publication, after approval by the Executive Commitiee. Minutes which
have been approved by the Executive Commitlee shall be made available to any mem-
ber in good standing within seven (7} days upon requast.

ARTICLE X. HONORARY DIRECTORS
The Board of Directors may elect Honorary Directors, each of whom musthe a
member and a former Director of the Association. Honorary Direclors shall be elected
annually and shall have the right to (i) receive notice of, {if} attend, and iii) he heard at
all mestings of the Board of Directors, but shall not have the right to vole,

ARTICLE XI. STOCK NONEXISTENT
All shares of stock of the Assoclation issued by it at any Bme in the past are desmed
nonexistent, and no holder of any such shares shall have any rights with respect thereto.

ARTICLE XIl. COMMITTEES
Tha President may appoint such committess and the chalrpersons thereof for such
terms as the President desms necessary or appropriate to further the purposes of the
Association, which committees will report to the Board of Direclors. The President will
teport the name of each committes and the members thereof to the Board of Direclors
within fifteen {15} days of appoiniment.

ARTICLE Xiil, AMENDMENTS
The Board of Direclors shall have the power {o make Bytaws not inconsistent with law
or the Arficles of Incorporation of the Association and shall have the power to alter, amend
or repedl the same, The Bylaws may be amended by the members at any mesting of the
membership, provided written notice, including the text or proposed amendment, shall be
given to alt members al least thirly (30) days preceding said meeting.
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NO. 09-CI-5292 : FAYETTE CIRCUIT COURT
' . DIVISION 3

AMERICAN SADDLEBRED HORSE . :
ASSOCIATION; INC. B PLAINTIFE

—

v. ' " AFRIDAVIT OF ALANF. BALCH.

EDWARD R. BENNEIT, CARLT.  ~ . .
FISCHER, JR., KRIS KNIGHT, TOM . _ AN
FERREBEE, SIMON FREDRICKS, : Co

M.D. AND LYNN W, VIA Lo DEFENDANTS

k ok ook ok

Comes ATLAN F. BALCH, being duly swor, and states ds follovis”

I ] amthe Exec_pti,ve Searetary of the American Saddlebred Horse Association, Inc. ‘

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

3. ' E;;:qcpt as described in the following paragraphs, to the best of my knowledge f_he
documents requested were pro dt;ced to conasel for the defendants for review prior to the filing of
- this declaratory jud:gment' action. Many of fhe subject documents were posted on the plaintiffs
Weﬁsiﬁa after revie:v;r by defendants’ r;ounsel where they are available to all members of the
. Arnerican Saddlebred Horse Association including the defendants.

4, The _foﬂov&dng‘doouments, if existing, W‘ere not produced for inspection:

‘ a. Coz;;pénséﬁon records of in;ﬁvidual employees and staff of the Amarica;l
Saddlebred Horse Association were not produced fo;~ inspecﬁ(;n, atthough fotal annual payroll
figures were produced. - | -

b, Confracts between ASHA and jndividual staff members were not

produced, although the employment contract and deferred compensation agreement of Alan F,

Balch, were produced.

P .' ':::';‘z-_:;_‘ =,




S Documents, including electronic mail, reflecting correspondence between.
officers, inclu-ding'Alan F.. Balch, anc". members of the Bxecutive Commities and directors of
ASTA |

d. Boinails between Alan F. Balch and former finance coramitfes member

and director Carl Holden. -

e. Do;umenfs relating to iﬁfomqﬁo-n recéived by Ms. .i'Veme:r relative to the
Septomiber 18, 2009 Fixooutive Commitios mocting. ' ’
f..  Documents reflecfing; regarding; or relating to potential violations of

ASHA and Registry rules by ASFHA and Registry employees and board members.
5. | The foﬂowing documents, if existing, were. produced to the defendants, but

' photocoplcs were not furnished:

a.  The employment agreoment and defefred compensahon agresmertt

: bfs’cwae.n ASHA and Alan F. Balch, ' d

b, Alt documents reflecting, regardmg or rclatmg to the ASHA’s Registry
mtemal c;ontml p5h01cs and procedures “with respect o ﬁnance receipts, expenditures, and
accounts. ‘ . -

c. All docéuments reﬂecﬁ“ﬁlg, regarding or relating o the date wpon which the -
internal control policies'and procedures We}:c. adopted and mpl emented.

a. Documcnts reflecting Mr. Balch’s time 3pent at Woxk on vacation, and
absent dus to lness. . A

e. ° Documents related to work performed by ASHA employees including M.
B‘alch on behalf of the USA Bquashan Trust and the USER and any other individual except

* ASHA and Registry.




- 2010.

/AMML

Alan/F Balch
Subseribed and sworm to before me by ALAN F. BALCH tlns d@w seand 149

: R

My com;nissions expires: MI\GMC&/ 3-71 20| {

LM{/ ﬁ "M

Notary Public, Stafe at Large, K'Y,
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COMMONWEALTH OF KENTUCKY
FAYETTE CIRCUIT COURT
227 JUDICIAL CIRCUIT

DIVISION 3
CIVIL ACTION NO. 09-CI-05292

DEPOSITION TAKEN ON
BEHALF OF DREFENDANTS
BY: NOTICE

COPRY

WITNESS:

AMERICAN SADDLEBRED
HORSE ASSOCIATION, INC.,

PLAINTIFF
vs.

EDWARD R. BENNETT,
CARL T. FISCHER, JR.,

KRIS KNIGHT, TOM FERREREE,
SIMON FREDERICKS, M.D.,
and LYNN W. VIA,

DEFENDANTS CARL HOLDEN

* Kk K 0k * ok ok K

The deposition of CARL HOLDEN was taken
before Ann E. Chastang, Court Reporter and Notary
Public in and for the State of Kentuckyrat Large, 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
to Notice, heretofore filedf to be read and used on
behalf of the Defendants at the trial in the above-
captioned actién and all other purposes as permitted by

the Kentucky Rules of Civil Procedurs.

E N %k R K K

ANN E. CHASTANG, COURT REPORTER
AN/DOR REPORTING SERVICE & VIDEO TECHNOLOGIES, INC.
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twentyéfive years ago.
Okay, is that the only instance?
Yes,

Were you a party in that?

- No, I just happened to be going down the road

and a horse and rider -- or horses fan across
the road and the car hit one of them and
that’s really all I remember. I was there
only as a witness of the accident.

Okay, did you do anything to get ready for
the deposition today?

I did meet with Mr. Stopher.

Did you review any documents?

I reviewed e-mails that I had in my
possessidn.

What e-mails?

E-mails between mfself‘and Alan Balch.
Approximately how many e-mails?

Three, approximately three or four.

And what was the nature of those e-malls?
Thosg were e-mails between Alan and myself
concerning some- budgetary items that I had
questioned.

Which budgetary items had you guestioned?

When the -- I was on the finance committee at

ANN E. CHASTANG, COURT REPORTER

AN/DOR REPORTING SERVICE & VIDEO TECHNOLOGIES, INC. 6




o

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

the time, and when the finance committee
approved the 2009 budget or reviewed the 2009
budget, we knew that é009 was going to be a
difficult year. and the staff of ASHA had
prepared the budget. 2And in recognition of
our anticipated revenues being down just
because of the economy and the registration
of horses, et cetera, we knew it was going té
be é difficult year from an expense
standpoint also. So the staff, in my
opinion, had done a very good job in putting
together a budgeted expense budget and had
made ASHA’s budget. A significant item in
the expense budget are the salaries and the
payroll data, and the staff had made some
recommendations to reduce some hours and some
positions. And then Alan volunteered to take
a twenty-five percent reduction in his
payroll, in his salary. .And that was -- that
was in the approved budget that thg finance
committee approved and the board ultimately
approved. In reviewing our operating expense

schedules and financials, I think it was

‘probably the April financials in my review I

couldn’t detect whether or not all of those

ANN E. CHASTANG, COURT REPORTER

AN/DOR REPORTING SERVICE & VIDEO TECHNOLOGIES, INC. 7
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anticipated reductions had been implemented.
And I called the office, spoke with Ms,.
Jones, who was the association accountant, to
inguire as to whether the anticipated expense
reductions had been implemented. And Ms. .
Jones told me that some of the hours -- some
of the staff reductions had been implemented
but that the proposed reduction that Alan had
made had not been implemented. And I
expressed my concern in disappointment that
we had not either implemented all of those
and/or had plans to implement them, and she
merely said well, you’ll have to speak with
Alan about that;‘those aren’t my decisions.
The next day Alan called me ~—~ I'm sorry, e-
mailed me and was concerned that I had gone
d;rectly to Ms. Jones and stipulated that in
the future I should direct those gquestions to
either Mr. Balch or to the president of the
association, Judy Werner. And in those e-
mails he indicated that -- I had two
guestions. One was that his proposed salary
reduction and the other was just raising a
question about long-term insurance premium.

And in his e?mail, Alan stipulated to me that

ANN E, CHASTANG, COURT REPORTER

AN/DOR REPORTING SERVICE & VIDEO TECHNOLOGIES, INC. 8
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the long-term insurance was in his contract
and really was nof ~~ should not be a
discussion item. And I didn’t have a problem
with that if that was in his contract., I
hadn’t seen his contract. In his e-mail he"
indicated to me that I was éorrect in my
assumption of recalling that twenty-five
percent which was $?5,000 reduction had been
volunteered by him, but as of that date it
had not been implemented because he was
working on planning as to how to effect that
reduction as to whether he would take a
salary reduction or whether he would make a
contribution to the association of the like
amount. But it was the tone of the e-mails
concerned me and the fact that he had
basically not just directed the e-mail to my
attention but had copied the treasurer of the
assoclation, had copied the president of the
association, Judy Werner, and had copied our
legal counsel, Jeff Streepey. And the tone
of his e-mails concerned me and I responded
back to Alan fhat I was somewhat concerned
from the tone and I was concerned of his

basically direction that I was only to

ANN E, CHASTANG,' COURT REPORTER

AN/DOR REPORTING SERVICE & VIDEO TECHNOLOGIES, INC. 9
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communicate with him and not to the staff.
And we exchanged two or three e-mails of that

nature, my expressing concern that he was

‘making such an issue.of it. And basically my

final e-mail to Alan was that I'm just doing

‘my fiduciary responsibilities as a member of

the finance committee., I'm a volunteer and I
really don’t appreciate the heavf—handedneSS
of the responses. And as a result of that, I
don’ t feel comfortable in continuing-tQ sit
on the finénce committee and I resigned from
the finance committee.

You said you didn’t feel comfortable staying
on the finance committee. What led to your
discomfort?

Well, tﬁere really aétually were two
situations. I also had a health issue. In
April 13*" of last year, I had brain surgery.
I had a sledding incident with my grandson.
We had a little incident and I had ruptured a
blood vessel in mj brain. And on April 13%

T had a hole drilled in my head and the blood
drained off my head -- off my brain. Those
kind of operations tend to leave an

individual a little bit anxious and with as

ANN E., CHASTANG, COURT REPORTER

AN/DOR REPORTING SERVICE & VIDEO TECHNOLOGIES, INC. 10
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Alan Balch ¢ Join Date: Nov 2007
Junior Member Posts: 13

Win/Win

I haven't had the time to look at this thread for a few days, and it took me a while to
catch up through all the . . . .. er, well, let's just say it took me a while to sort through
it. Interesting that some very vocal people aren't even ASHA members!

Someone asked for a win/win solution. [ think | already offered one a long ways back
in this thread, and the boards of directors offered essentially the same one early on:

The small aroup 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 purportedly interested in the same thing, the
welfare and improvement and sustainability of the breed -- should **talk through their
concerns™, together, not indirectly through representatives, surrogates, and lawyers .
.. and not (with all due respect) on an Internet message board!

As | said before, I'm quite confident that even the most private compensation
guestions can be handled in this manner. We can certainly figure out a way that will
answer any legitimate guestion and also preserve the privacy of the staff members
concerned. it's just not that hard to envision.

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

Let's view this problem as an opportunity -- difficult as that may seem -- and **all** the
members could then be confident that **their** financial resources and staff time are
not being diverted from the really important problems facing our breed and all horses.

Alan

5/12/2010
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From: Houston, Stephen

Sent: Wednesday, August 12, 2009 2:42 PM
To: jstreepey@bsg-law.com’
Subject; ASHA and Regis{ry

Follow Up Flag: Follow up
Flag Status: Completed

Dear Jeff,

As we discussed, here is a copy of the offer made today by Mr. Baich on behalf of the ASHA and
Registry. We accept the ASHA and Registry's offer to allow concerned members to meet with the full
boards and "review whatever they want.” | look forward to scheduling the meeting at the boards'
earliest convenience,

Regards,
Stephen

Stephen A. Houston

Stoll Keenon Ogden PLLC
2000 PNC Plaza

500 West Jefferson Street
Louisviile, KY 40202
(502} 333-6000
www.skofirm.com

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

t Today, 12:27 PM
Alan Balch @

Junior Member

Join Date: Nov 2007
Posts: 13

Win/Win

| haven't had the time to look al this thread for a few days, and it took me a while to
catch up through all the . . . .. er, well, let's just say it took me a while fo sort through
it. Interesting that some very vocal people aren't even ASHA members!

Someone asked for a win/win solution. | think | already offered one a long ways back
in this thread, and the boards of directors offered essentially the same one early on:

The small aroup of concerned members should avail themseives of the
opportunity offered fo 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 purportedly interested in the same thing, the

5/12/2010




welfare and improvement and sustainability of the breed -- should **talk through their
concerns™*, together, not indirectly through representatives, surrogates, and lawyers .
.. and not {with all due respect) on an Internet message board!

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

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

Let's view this problem as an opportunity -- difficult as that may seem -- and **all** the
members could then be confident that **their** financial resources and staff time are
not being diverted from the really important problems facing our breed and all horses.

Alan

5/1212010
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Mcssage

Houston, Stephen

Page 1 of 2

From: Jeff Streepey [JStreepey@BSG-Law.com]

Sent: Friday, August 14, 2009 3.23 PM
To: Houston, Stephen
Subject: RE: ASHA and Registry

Follow Up Flag: Foliow up
Flag Status: Completed
Stephen,

The ASHA office is working on a date.

Jefferson K. Streepey

400 W. Market St. Ste 2300
Louisville, Ky. 40202
502-589-5980

Fax 502-561-9400

Because the extensive disclosures required by IRS Circular 230 in tax communications to clients are not contained in this
document, you may not rely on any tax advice contained in this e-mail {or attachments} to avoid tax penaities.

————— Original Message-----

From: Houston, Stephen [maiito: Stephen.Houston@skofirm.com]

Sent: Wednesday, August 12, 2009 2:42 PM
To: Jeff Streepey
Subject: ASHA and Regislry

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 concemed members to meet with the
boards and "review whatever they want." | look forward to scheduling the meeting at the 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.com

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

@ Today, 12:27 PM

5/14/2010




American Sac]cllcbrcd

[Jorse Association, Jnc.

American Saddlebred
Registry, Inc.

4DE3 lron \Norkﬁ Farirc.wag, chington, K_Y 4051 1

August 18, 2009

Mr. Tom Ferrebee, Post Office Box 540, Westfleld Center, Ohio 44251
Mr. Carl 1. Fischer, Jr., 1041 Alta Vista Road, Louisville, Kentucky 40205
Dr. Simon Fredricks, 101 Westcott, #1002, Houston, Texas 77007

Ms. Kris Knight, Post Office Box 114, Simpsonvilie, Kentucky 40067

Ms. Lynn W. Via, 3358 Peakwood Drive, Roanoke, Virginla 24014

Dear ladies and gentlemen,

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

After polling the boards of the Assoclation and Registry, we will be noticing our Fall meeting for Monday, October
5, in Lexington, Kentucky, and will be hoping to see you at 1:30 p.m. Eastern Time. We will be meeting at the
Hospltality Tower of the Johnson Outdoor Stadium, located at the Kentucky Horse Park. .

Please lef s 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 would ke us to address,

Sineerely yours,

gﬂmym stiaad

Barbara Molland, President " Judith Werner, President
American Saddiebred Registry ’ American Saddlebred Horse Assoclation

copy:  Moe Anson
Matthew Helman, Esq.
John Jones
Billy Knight
Betty Moore
Ron Moore
James Nichols
Randy Stoess
Allison Walker

Direciors, American Saddlebred Horse Association
Amerlcan Saddlebred Reglstry




EXHIBIT 13




STOLL-KEENON-OGDEN

PLLC

2000 PNC PLAZA STEPHEN A. HOUSTON
500 WEST JEFFERSON STREET DIRECT DiAL: (502)568-5768
LOUISVILLE, KY 40202-2828 . DIRECT FAX: (502)333-6099
Mame: (502)333-6000 stephen.houston@skofirm.com
Fax: (502)333-6099

www,skofirm,com

August 25, 2009

By Electronic Mail
streepey{@mbsg-law.com

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

ASHA and Registry

Dear Jeff:

As you are aware, our clients are senior members of the American Saddlebred Horse
Association, Inc. (“ASHA™), 'a Kentucky non-profit organization. KRS §273.233 entitles
members of a Kentucky non-profit organization, and their representatives, to have access to “all
books and records” maintained by the non-profit organization. Accordingly, our clients have
requested to review certain documents maintained by the ASHA and the American Saddlebred
Registry (“Registry”). Unfortunately, the ASHA and Registry refused to produce pertinent
documents. That decision to not comply with the law, which tequires complete transparency for
its members, was deeply troubling. It resulted in unnecessary delays and increased costs for our
clients. ‘

Nonctheless, after four months of delay and obfuscation, the ASHA and Registry
apparently reconsidered their positions and agreed to produce all of the documents we requested.
Specifically, on August 12 the ASHA and Registry agreed to allow our clients to “inspect or
review whatever they want.”™ In addition, the ASHA and Registry agreed to allow us to meet with
the full boards of the ASHA and Registry to present questions and discuss our concems. We
accepted both offers that same day.

By letter dated August 18, the ASHA and Registry proposed to meet with us on October 5
in Lexington, Kentucky. However, the ASHA and Registry failed to offer us a date to review the
documents it has thus far withheld. Of course, it is imperative that we have an opportunity to

LEXINGTON 4+ LouisviLLbE 4 FrRANKFORT 4 HENDERSDN




Jefferson K. Sireepey, Esq.
August 25, 2009
Page 2 of 4

review all of the pertinent documents before meeting with the boards of the ASHA and Registry.
Accordingly, please produce the following documents on or before September 4, 2009.

I Please produce copies of all documents réﬂeéting the ASHA’s and Registry’s
mternal control policies and procedures with respect fo financial receipts, expenditures and
accounts, '

2, Please produce a 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 work, on

vacation, and absent due {o illness from January 1, 2007 through today.

5. . Please produce copies of all documents reflecting any employment agreements and
compensation arrangements for all ASHA and Registry employees from January 1, 2007 through
today.

6. Please produce all documents reflecting the amount and nature of work performed
by any ASHA and Registry full-time employees, including without limitation Mr. Balch, on
behalf of the Unifed States Equestrian Trust, Inc. (“USET”), the United State Equestrian
Federation (“USEF") and any other entity or individual other than the ASHA and Registry,

7. Please produce copies of documents reflecting all of the commissions patd 0
ASHA and Registry employees for the period January 1, 2007 through today.

_ 8. Please produce copies of documents reflecting all of the bonuses 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 Mae Condon and either the ASHA
or Registry,

11, Please produce copies of all documents reflecting the business purpose for all of
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 confrol.

13. Please produce all documents, including without limitation all electronic mail,
reflecting correspondence between Alan Balch and former finance commitiee member Carl
Holden between Januvary 1, 2009 and today.




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

14, Please produce all documents, including without limitation all electronic mail,

reflecting correspondence between Alan Balch and members of the executive committee between
January 1, 2008 and today. '

In the altemative fo producing all of the above documents, please confirm that the ASHA

and Registry will not honor their offer, dated August 12, 2009, to allow our clients to “inspect or
review whatever they want,” ‘ A

Sincerely,

Stoll Keenon Ogden PLLC

Stepglen A. Houston

cc: Dr. Simon Fredricks (By Electronic Mail)
' Mr. Tom Ferrebee (By Electronic Mail)
Mr. Carl Fischer Jr. (By Electronic Mail)
Ms. Kris Knight (By Electronic Mail)
Ms. Lynn W. Via (By Elecironic Mail)
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BOEHL STOPHER & GRAVES, LLP

AECON CENTER - SUITE 2300
ADDWEST MARKET STREET - LOUSVILLE, KENTUCKY 46202-3354

TELEPHONE: 502-589-5080
FACSIMILE: 502-56§-9400

JEFFERSON K. STREEPEY
PARTNER

EXTENSION 234
JSTREEPEV@BSCG-LAW.COM

September 4, 2009

BY E-MAIL

Mr. Stephen A. Houston

STOLL KEENON OGDEN, PLLC
2000 PNC Plaza

500 West Jefferson Street
Louisville, KY 40202-2828

Re;  American Saddlebred Horse Association and American Saddlebred Registry
Dear Mr. Houston:
We have your 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 arrange a meeting between the directors of the ASHA and
Registry with your clients. That proposal provided in part “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 [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 frot.org in which Dr. Fredricks said “thank you for
your offer we ACCEPT and ask for a date as soon as possible.”” Your August 12, 2009 e-mail to
me stated “we accept the ASHA and Registry offer to allow concemed members to meet with the
full boards and review whatever they want, I look forward to scheduling the meeting at the
boards’ earliest convenience.” Neither your e-mail nor Dr, Fredricks’ posting contained any
conditions on acceptance, nor did either suggest an additional docuiment production prior to the
meeting, The offer certainly did not contemplate yet a third document production prior to the

444 WEST SCOOND STREET ARG BROADWAY i B7MAINSTREET, SUTE 200 1 ELSBYEAST » SUME 204, 400 PEARL STREET
EEARNGTON, KENTUHCKY 40507-1040 PADUCAH, KENTUCKY 42004 PIREVRIE, KENTUCKY 41502 I MEW ALBANY, INDIANA 47150
i
TELEPHONE: 858-252-6721 % TELEFHONE: 270-4424369 § TELEFHONE: 803-432:9670 TELEPHONE: 812.048-5053
FACSILE: 859-253-1445 i FACIDMILE: 270-442-4589 ; EACSIMILE: 606-432-9680D FACSMILE: 812-948-9233




BOEHL STOPHER & CRAVES Lip

Stephen A. Houston
September 4, 2009
Page 2

meeting. In short we have an agteement that does not contemplate yet another document
production prior to the Oclober 5 meeting.

Nevertheless, pursuant to ASHA’s previously announced guidelines for the availability of
document inspection by its members upon written request, ASHA will make documents you
requested in your August 25 letter available 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 guidelines. 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 full
Association Board has not yet had an opportunity to discuss. Please let me know by September
10 who will be aitending 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 5. The directors look forward to meeting with

them at that time.
Sincerely,
F J ;/
¥ g ,’-

IKS:mfk

ce: Alan Balch
Tudy Werner
Barbara Moliand
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GETTY « CHILDERS »puic

ATTORNEYS ATLAW
1900 Lexington Financial Center Via dello Studio
250 West Main Street Richard A. Getty, Member No. 8
Lexington, Kentucky 40507 Extensionly 50122 Flavence, ftaly
Telephone: {859) 259-1900 F-Mail: rgetty@gettychilders.com Telephone: 011-39-055-290-394
Facsimile: (859)259-1909 Facsimile: 011-39-053-267-8800

ITAND DELIVERED
September 18, 2009

Stephen A. Houstot, Esq,

Stoll Keenon Ogden, PLLC

500 West Jefferson Street, Suite 2000
Louisville, Kentucky 40202-2828

Re:  Alan F. Balch/American Saddlcbred Horse Association And American Saddlebred
Registiy

Dear Mr, Bousion:

This firm and the undersigned have been retained by Alan F. Balch (“Mr. Baleh”) with
respect to the conduct of cerfain membets of the American Saddlebred Horse Association (the
“ASHA”) represented by you and your finm. Specifically, certain persons who are clients of your
firm have engaged in a campaign caleulated to intimidate both the ASHA and Mr. Balch with a
view foward destroying the organization and Mr. Balch’s reputation, That pattern of wrongful
activity has included the repeated submission of requests for information well beyond the extent
to which the ASHA is obligated to provide information to members,

Far mote serious has been the constant effort to disparage and dernean Mr. Balch
personally with, at the very least, defamatory innuendo if not direct pet se defamatory comimenis
concerning his honesty, integrity and conduct as the Executive Secretary of the ASHA. For
example, without the slightest bit of concrete information to support such allegations, assertions
have been made that Mr. Baloh has an interest in entities located in Cafifornia that detive profits
fiom certain internet projects involving the ASHA. Notwithstanding the faot that the ASHA and
M, Balch have been completely forthright and open regarding the availability of documentation
belying such assertions, your clients have acoused My, Balch of “stonewalling” with respect fo
the information sought regarding such matters. Threats of litigation against the ASHA have been
made arising from your incessant and unreasonable requests for information and Mr, Balch has
been aceused of being a “master at delay and deception” — a statement which clearly libels M.
Balch per se. Tofally false and unsupported statements have been directed at Mr. Baich in an




GETTY & CHILDERS viic

ATTORNEYS AT LAwW

Stephen A. Houston, Bsq.
September 18, 2009
Page 2

attempt to undermine his position with the ASHA and in an effort to wrongfully interfere with
his existing and prospective contractual arrangements with the ASHA.

All of these actions give rise to very serious tort claims, ranging from defamation claims
to claims for tortious interference with Mr. Balch’s existing and prospective advantage — alf of
which claims provide for the recovery of not only compensatory damages, buf also punitive
damages, which are for the putpose of deterring and punishing those who have engaged in such
conduct, ‘

The purpose of this letter is to clearly and unequivocally place you and fhe clients
represonted by you who have engaged in such conduct on notice that unfess they cease and desist
from making such unsupported, unsubstantiated and wrongful comments disparaging Mr. Balch
and attempting fo intimidate the ASHA into terminating or altering the existing contractual
artangements with Mr, Balch, he is prepared to initiate a legal action either directly suing the
persons responsible or initiating an action to perpetuate testitnony in order to place third parties
under vath confirming the wrongful and defumatory statements or conduct of your clients. When
1 tefer to your clients, I refer to a humber of persons purportedly represented by you, including
Mr. Edward R, Bennett, Dr. Simon Fredricks and others who appeat to have either engaged in
such conduct themselves ot to have aided and abetted such conduct.

T understand that you have now been provided with Mr, Streepey’s letter on behalf of the
ASHA accompanied by the Affidavit of Mr. Balch confirming that he has no inferest in any
companies engaged in internet projects for the ASHA and that he has never received any
payment, compensation or considetation of any nature from any entity or individual related in
any way to business done by that entity or individual with the ASHA or the American
Saddlebred Registry (the “ASR?), or any contracior of the ASHA or the ASR.

Mr. Streepey’s letter and the Balch Affidavit should finally put to rest the unsupported
and unsubstantiated allegations directed toward M. Balch. Having now received such a swotn
Affidavit, any further disparaging, inaccurate or unsupported allegations regarding M. Balcl’s
alleged conduct will be deemed to have been made intentionally which will nof only suppott a
tort claim for compensatory damages, but will also support a claim for punitive damages under
the applicable Kentucky law,

T trust that you will pass this letter and the information contained in it on to each of your
clients who have been engaged in the conduct directed at the ASHA and Mr. Balch and will warn
them of the clear implications of any continuation of their wrongful conduet, I hope you clearly
understand that Mr. Balch has reached the point where he absolutely will not tolerate this
conduct any further and that at the fiist notice of any continuation of such conduct, he will be
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ATTORNEYS AT LAWY

Stephen A. Houston, Esq,
September 18, 2009
Page 3

prepared fo inifiate litigation in the appropriate forum to vindicate his legal rights and to hold all
responsible parties fully accountable for their wrongful conduct, Please instruct your clients and
others who have participated with them or acted in privity with them to preserve all
commuitications regarding the ASHA or Mr, Balch, including all elecironic communications,

Should you have any questions at all regarding this matier, please foel free to contact the
undersigned directly.

Sincerely yours,

T

Richard A. Ge

RAG/Kj1
ce: Mr. AlanF. Balch
Jefferson K. Streepey, Esq.

Joe F. Childers, Hsq,
raglir673
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COMMONWEALTH OF KENTUCKY
FAYETTE CIRCUIT COURT
THIRD DIVISION
CASE NO. 09-CI-5292

AMERICAN SADDLEBRED

HORSE ASSQCIATION, INC. PLAINTIFF
v.
EDWARD R. BENNETT, et al. DEFENDANTS

% 0k k Kk K+ Kk % x Kk %

The depesition of JOAN JONES was taken before
Shannen L. Wheeler, Court Reporter and Notary Public in
and for the State of Kentucky at ILarge, at the offices of
Stell Keenon Ogden, PLLC, 300 West Vine Streét, Suite
2100, ILexington, Kentucky, on March 17, 2010, commencing
at the approximate hour of 9:00 a.m. Said deposition was
taken pursuant to Notice, heretofore filed, for any and
all purposes permitteg-under the Kentucky Rules of Civil

Procedure.

* %k Kk %k k K Kk K * *

AN/DOR REPORTING & VIDEQ TECHNOLOGIES, INC.
SHANNON L. WHEELER, COQURT REPORTER
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reconcile the —— or I write all the checks,
and- I write them for the registry, the
association} and even the prize programs,
except for grand national. Another eumployee
writes those because she can, but I do not
sign any checks,

The payroll is done by direct deposit, and I
do handle that, but I give a payroll audit
report -- I gave it to Mr. Balch when he was
there, and now I give it to the president
and -- the presidents and Mr. Ruwoldt. So he
gets a copy of that, and I send & copy to -~
I send them a copy of my direct deposit
report so that fhey know that it ties into
the payroll.

I do the payroll deposits oniine. I send
them a copy of that confirmation so they see
what's being done, not by check, and I txy -
and any payments to the state for taxes, I
also sénd them a copy of the confirmation
that it's going to be paid so that they know
what's going to come out of ouxr bank account,
and then Ilreconcile'the bank accounts,

You mentioned the payroll audit report. 1Is

that prepared monthly?

AN/DOR REPORTING & VIDEO TECHNOLOGIES, INC.

SHANNON L. WHEELER, COURT REPORTER 48
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It's a report that comes out with every
payroll. It shows all the details of éach
individual's payroll.

So is it twice per month?

Yes. We do it bi-weekly. It's every other
week, and there are several months this year
that we have three payrolls.

And was a copy of the audit reports for the
time period requested by the concerned
members, were copies of that provided to the
concerned members? |

MR. STOPHER: Copies of whal?

MR. ﬁOUSTON: That audit report that you
just -

MR. STOPHER: Which audit report?

MR. HOUSTON: 1I'm sorry, Mr. Stopher, do you

have an objection?

MR. STOPHER: I do. The question's not
clear. Which audit report are you asking
about?

MR. HOUSTON: The one we were just

discussing.

MR. STOPHER: Which was what?
MR. HOUSTON: Are you familiar with which

audit report we were just talking about?

AN/DOR REPORTING & VIDEO TECHNOLOGIES, INC.

SHANNON I,. WHEELER, COURT REPORTER
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MR, STOPHER: ©No, don't answer the question
until he identifies the audit report.
MR. HOUSTON: Thank you for that speaking

objection, Mr. Stopher.

BY MR. HOUSTON:

Q

Did the ASHA provide the concerned members
with copies of the payroll audit report?
No, sir. T did — the ASHA did provide the
last page of the annual. I mean, we printed
an annual report showing the total payroll,
and it tied to the W3. DNow, we did provide
that for inspection, and I don't know if

you —-- if we provided a copy of that to take
out, but we did provide that for inspection.
Showing the annual total?

The total.

But not the individual --

Not the individua}.

I'm sorry, not the individual payroll audit
repérts prepared each payroll?

Yes, sir, that's correct. The annual total,
but not the individual.

Who made the decision not to allow the
concerned members to have copies of documents

;that were produced to them?

AN/DOR REPORTING & VIDEO TECHNOLOGIES, INC.
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A I don't understand exactly what you mean.

Q You just mentioned that you were not sure if
the congerned members were allowed to copy
certain documents, and I believe ypu're
referencing the fact that concerned members
were‘not allowed to copy most of the
documents that were produced to them. Who
made that decision?

A I would say Mr. Balch.

MR. HOUSTON: Thank you. I think that's all
the questions I have. .
ok 0k k Kk Kk &k k Kk %
THERREUPON, theldeposition of JOAN JONES was

concluded at approximately 10:30 a.m.

* k ok &k Kk & Kk k * *

AN/DOR REPORTING & VIDEQ TRCHNOLOGIES, INC.
SHANNON 1. WHEELER, COURT REPORTER
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From:

Jeff Adamson {ladamson@BSG-Law.com]

Sent: Friday, March 12, 2010 10:12 AM
To: Houston, Stephen

Cc: Edward Stopher; Jeff Slreepey
Subject: RE: ASHA v. Bennet, et al.

Follow Up Flag: Foliow up
Flag Status: Completed

Stephen: Mr. Balch is no Jonger an ASHA employee and is now represented by Richard Getly. We've
been advised that Mr. Getty is not available 1o atiend a deposition on March 186, 2010. | suggest you
comrunicate with Mr. Gelty.

Getty & Childers PLLC
1900 Lexingion Financial Cenler
250 West Main Streetl

Lexing
Phone

fon, Kenlucky 40507

© (859) 259-1900

Fax: {859) 258-1909
raetiy@gettychilders.com

----- Priginal Message-----

From: Houston, Stephen {mailto:Stephen.Houston@skofirm.com]
Sent: Thursday, March 11, 2010 5:59 PM

To: Jeff Adamson

Subject: ASHA v. Bennett, et al.

Dear Jeff:

This is in response to your letter 1o me dated March 10, 2010, in which the ASHA proposes to
reschedute the deposilion of Alan Balch.

The Defendants asked for a date to depose Mr, Balch approximately 4 months ago. On January 4,
2010, the ASHA advised the Defendants that March 16, 2010 would be a convenient day for the
deposition of Mr. Balch. Accordingly, the Defendants issued a notice of deposition of Mr. Balch for
March 18, 2010. Furthermore, the Court's scheduling order provides for the deposition of Mr.
Baich on March 16, 2010, and it provides for dispositive issues lo be addressed shorlly thereafter.

The Defendants do not agree fo rescheduling Mr. Balch's deposition.

Regards,
Stephen

Stephen A. Houston

Sioll Keenon Ogden PLLC
2000 PNC Plaza

500 West Jefferson Sireet
Louisville, KY 40202
{502) 333-6000
www.skofirm,.com

5/12/2010
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GETTY « CHILDERS »uc

ATTORNEYSAT LAW
1900 Lexington Financial Center Via dello Studio
250 West Main Street Richard A. Getty, Member No. 8
Lexington, Kentucky 40507 Extension 17 50122 Florence, Italy
Telephone: (859) 259-1900 E-Mail: rgetty@gettychilders.com Telephone: 011-39-055-290-394
Facsimile: (859)259-1909 Facsimile: 011-39-055-267-8800

E-MAILED AND MAILED
Stephen.Houston@skofirm.com

March 30, 2010

Stephen A. Houston, Esq.
Stoll Keenon Ogden, PLLC
2000 PNC Plaza

500 West Jefferson Street
Louisville, Kentucky 40202

Re:  American Saddlebred Horse Association, Inc. v. Edward R. Bennett, et al.
Case No. (09-CI1-05292 (Fayette Cir. Ct,)

Dear Mr, Houston;

This will acknowledge receipt of your e-mail of yesterday enclosing the Notice to Take
the Deposition of Alan Balch on April 14, 2010, along with a Subpoena which you have asked
me to accept on behalf of Mr. Balch.

First, the date previously given to you, April 14% js no longer available either to me or to
Mr, Balch. As youmay know, Mr. Balch has taken a new position in California and must be in
that state during the entire week of April 12",

1 understood from Jeff Streepey that you informed counsel for the American Saddlebred
Horse Association, Inc. (the “ASHA”) that Mr. Balch’s deposition had been taken off the
schedule for April 14™ and would possibly be rescheduled at a later time. Asa result of
receiving that information, both Mr. Balch and I scheduled other matters for April 14,

If you still desire to take Mr. Balch’s deposition, I understand that he would be available
on Friday, April 30, 2010, here in our offices in Lexington. Please check your schedule and
coordinate with counsel for the ASHA to determine whether that date would be feasible and get
back to me.
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In light of the foregoing, I obviously cannct accept service of a Subpoena for an
April 14™ deposition of Mr. Balch. Nor am I in a position to accept the service of a Subpoena on

behalf of Mr. Balch at any time.

Should you have any questions regarding the foregoing matters, please feel free to call me
at your convenience. With best regards, I remain

Sincerely yours,

Hott

Richard A. Gefty

RAG/kjl

cc: Mr. Alan F. Balch
Joe F, Childers, Esq.
Jefferson K. Streepey, Esq.

Edward H. Stopher, Esq.
raglt=7076
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NO. 09-CI-5292 : FAYRTTE CIRCUIT COURT
DIVISION 3

HONORABLE JAMES D, ISHMAEL

AMERICAN SADDLEBRED HORSE
ASSOCIATION, INC, PLAINTIEF

v, ORDE

EDWARD R, BENNETT, CARL T.

FISCHER, JR., KRIS KNIGHT, TOM

FERREBEE, SIMON FREDRICKS,

M.D. AND LYNN W. VIA DEFENDANTS

TR

This matter came on before the Court for hearing on February 2, 2010 at 8:30 a.m,, on the
motion of the Defendants to compel produetfon of documents pursuant to CR 34.01 ef seq, The
Court having teviewed the briefs and having heard oral argunaent of counsel and being otherwise
duly and sufficiently advised hereby ORDERS the following:

L Defe{\dants’ Motion to Compel Discovery be and the same is hersby Qrdercd to
be held in abeyance pending further rulings of the Court;

2, The following depositions shall take place, unless the parties agree otherwise, as
follows: Carl Holden on March 11, Alan Balch on March 16, Joan Jones on March 17, and
Jennifer Wasserzug on March 18, The deposition of Befl: Blanton will be rescheduied due to
inclen;ent weather at a fime and date agreed upon by thf: parties;

3. On or before April 15, 2010, Plaintiff shall file its Motion for Summary Judgment

on the merits of the Declaratory Judgment action;

4, On or before May 15, 2010, Defendants shall file their Response 10 Plaintiff’s

Motion for Surnmary Judgment;




G2/18/2010 05:38 FaAY Hoos/005

5. On or before June 1, 2010, Plaintiff shall file its Reply in Further Support of its
Motion for Summary Judgmett; and

6, Connsel for the parties shall arrange a Joint call with the Court to assign this
mafter for oral argument in June, 2010, |

ENTERED this day of , 2010,

JUDGE

2824143
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- ASSOCIATION; INC.

" NO. 09-CI-5292 o FAYETTE CIRCUIT COURT

~ DIVISION3
HONORABLE JAMES D, ISHMAEL -

iz

42010

ot

AMERICAN SADDLEBRED HORSE " FE9
- PLAINTIFF

V. o _ ORDER-

EDWARD R. BENNETT, CARLT.

FISCHER, JR., KRIS KNIGHT, TOM

FERREBEE, SIMON FREDRICKS, _ o '

M.D. AND LYNNW. VIA - DEFENDANTS

L EE R R

This matter came before the Court for heating on Februaty 2, 2610 at 8:30 am., on the
motion of the_‘Defendants asking the Court to enter an Order (i). compelling Plaintiff to produce
Cail Holdén for deposition and to provide & date for the &po_s__ition of ~Jennifer Wasserzog; and
(i) 6verruling the objections made by the Plaintiff in response to discovery rec{u;asts and
requirli'_ng the Plaintiff to answer the interrogatories and produce ';espor{sivc documents. The
Court having reviewed the briefs and having heard oral argument of counsgl and being' (ﬁherwisc
duly and sufficiently advised. hereby ORDERS the following:

L The following depositions shall take place, unless both parties agree otherwise, as -
follows: Carl Holden on Mt;rch 11, Jennifer Wasserzug on March 15, Alan Balch on Maich 16
and Joan Jones onMarch 17. . |

2.. .Defendants’ Motion to éompe! ?Iaintiﬁ‘ to aﬁswef interrogatories an_t_d pro&uce
documents is held in abe;yance; h

3. Onor before April 15, 2010, Plaintiff shall file its Motion for Summary Judgment

‘on the merits of its action; -~




4, On orbefore May 14, 2010, Defendants shall file fheit Responsc to PlaintifPs
Motion for Summary J}ldgment gnd their Cross Motion for éummary Tudgment on the .r‘rierits of
their Declaratory Jud@ént actior; | ‘

5. On or before Junc 1, 2010, Plaintiff shall file its Reply in Further Support of its
Motion for Smm Judgment and its Response to befendants’ Motion for Summary Judgment;

6. - Onor before June 15, 2010, Defendants shall .ﬁle their Repl-y in Further Support '
of their Motion for Summary Judgment; and . - | |

7. - Counsel for the partles shall anange a joint call with the Court to assign this

matter for oral argument at the Court’s carliest convenience.

ENTERED this__ 24-% __ day of Febraarny ,2010.
fs! JAMES D, ISHMAEL, IR,
ATRUE COPY
JUDGE™ & YE’IE gﬁéurroohm -
’ BY " DEPUTY
Tendered by:

Culver V. Halhday _ /6—‘3 GZW
Stephen A. Houston
Stoll Keenon Ogden PLILC
2000 PNC Plaza .
- 500 West Jefferson Street
Louisville, Kentucky 40202-2828
. Phone: (502)333-6000
Fax: (502) 333-6099: -
' COUNSEL FOR-DEFENDANTS -




CLERK’S CERTIFICATE OF SERVICE

‘ This is to certify that a true and correct copy of the foregoing has. been served by Us.
* Mail, on this the 24 day of FEB. 2010, on the following:

.+ James B. Cooper

Boehl, Stophet & Graves
444 West Second Stfeet
Lexington, KY 40507-1009

Edward H. Stopher

Jefferson K. Strecpey

Bochl, Stopher & Graves

400 West Market Street, Suite 2300
Louisville, KY 40202-3354

Culver V. Halliday

Stephen A, Houston )
STOLL XEENON OGDEN PLLC
2000 PNC Plaza.

500 West Jefferson Street

Louisville, KY 40202 : . M"x /\{/Z—%
FAw:TrE cmounr COURT / dftan

- CLERK, FAYETTE CIRCUIT COURT
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