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Court File No. 272/ 14

ONTARI O
SUPERI OR COURT OF JUSTI CE

BETWEEN:

SEELSTER FARMS | NC., W NBAK FARM OF CANADA | NC. ,
STONEBRI DGE FARM 774440 ONTARI O | NC., NORTHFI ELDS
FARM | NC., JOHN MCKNI GHT, TARA HI LLS STUD LTD. ,
TW NBROOK LTD., EMERALD RI DGE FARM CENTURY SPRI NG
FARMS, HARRY RUTHERFORD, DI ANE | NGHAM BURGESS
FARMS | NC., ROBERT BURGESS, 453997 ONTARI O LTD.,
TERRY DEVOS, SONI A DEVOS, GLENN BECHTEL, GARTH
BECHTEL, 496268 NEW YORK | NC., HAMSTAN FARM | NC. ,
ESTATE OF JAMES CARR, deceased, by its executor
Darl ene Carr, ESTATE OF GQUY POLI LLO, deceased, by
its executor Carolyn Polillo, DAVI D GOODROW
TI MPANO GAM NG | NC., CRAI G TURNER, G_ENGATE
HOLDI NGS | NC., KENDAL HI LLS STUD FARM LTD., ANDY
KLEMENCI C, TI M KLEMENCI C, STAN KLEMENCI C, JEFF
RUCH, BRETT ANDERSCON, DR. BRETT C. ANDERSON
PROFESSI ONAL VETERI NARY CORPORATI ON, Kl LLEAN ACRES
I NC., DECI SI ON THECRY I NC., 296268 ONTARI O LTD.,
DOUGLAS MURRAY MCCONNELL, QUI NTET FARMS | NC., KARI N
BURGESS, BLAIR BURCGESS, ST. LAD S LTD., W NDSUN
FARM | NC., SKYHAVEN FARMS, HI GH STAKES | NC. ,
1806112 ONTARI O | NC., GLASSFORD EQUI - CARE, JOHN
GLASSFORD, G.ORI A ROBI NSON and KEI TH ROBI NSON
Plaintiffs

- and -
HER MAJESTY THE QUEEN I N RI GHT OF ONTARI O and

ONTARI O LOTTERY AND GAM NG CORPORATI ON
Def endant s

--- This is the Rule 39.03 Exam nati on of DON
DRUMMOND, a non-party witness herein, taken at the
Fai rmront Chéateau Laurier, Palladian Room 1 Ri deau
Street, Otawa, Ontario, Canada, K1IN 8S7, on

Thur sday, the 14th of Decenber, 2017.
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APPEARANCES:

Jonat han C. Lisus, Esq. for the Plaintiffs.

& lan C. Matthews, Esq.

Euni ce Machado, Esq. - for Defendant Crown.
Dhar shi ni Sinnadurai, Esq. - for Defendant, Ontario

& Adam Col denberg, Esq. Lottery and Gam ng

Cor por at i on.

ALSO | N ATTENDANCE
Ms. Mchele Valentini - Articling Student, MAG

REPORTED BY: Bonnie Lynn van der Meer, CSR
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| NDEX OF PROCEEDI NGS
DESCRI PTI ON PACGE
W TNESS: Don Drummond; Affirmed.................. 5
Exam nation by M. LiSUS........... . ... .. .. 5
Exam nation by Ms. Machado...................... 130
Exam nation by Ms. Sinnadurai................... 145
Further examnation by M. Lisus................ 152

---[ Reporter's note: The follow ng indices of
undert aki ngs, under advi senents, objections and
refusals are provided for the assistance of counsel
and do not purport to be conplete or binding on the

parties herein. ]

| NDEX OF UNDERTAKI NGS
The questions/requests undertaken are noted by UT

and appear on the follow ng pages/lines: (None).

| NDEX OF UNDER ADVI SEMENTS
The questions/requests taken under advi senent are
noted by U A and appear on the follow ng
pages/lines: 37:13, 155:15.
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| NDEX OF OBJECTI ONS

The questions/requests refused are noted by O' B and

appear on the follow ng pages/lines: (None).

| NDEX OF REFUSALS
The questions/requests refused are noted by RI'F and
appear on the follow ng pages/lines: 64:25, 72:15,
84:5, 84:21, 92:6, 92:16.

| NDEX OF EXHI BI TS

EXH BI T NO DESCRI PTI ON PAGE/ LI NE
1 Drunmmond Report.......... ... ... ... .. . .. ... 26: 24
2 Sunmons to Wtness issued to Don Drummond. . 27: 4
3: CRE 35030. .. ... .. 27:16
4 E-mai | exchange, two pages................. 67:5
5 E-mai | sequence, Doc I D Number CRE

0091986. . . . ... 101: 21
6: E-mail dated Decenber 9, 2011, Doc ID

Nunmber CRE 79877. ... ... . . . . . i 103: 15
7: E-mail, Doc ID Nunmber CRE 79876.......... 109: 25
8: E-mail, Doc ID Nunmber CRE 80428.......... 113: 20
9: Doc | D Nunber OLGSB 995 and attachnent,

Doc I D Nunber OLGSB 996....................... 119:1
10: Doc ID Nunber CRE 18318................. 128: 10
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capture everything that you and | and the | awers
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2
bef or e?
was Snal |
3
exam ned?
4
say.
5
gi ve you i
6
7
can't tell

negati ve response, okay?

Page 5

---Upon conmencing 10:10 a. m

DON DRUMMOND; AFFI RMVED.

EXAM NATI ON BY MR LI SUS:

Q Mor ni ng, M. Drunmmond.

A Hel |l 0. Good norni ng.

Q Have you ever been exam ned

A. | -- ny one experience in court
G ainms Court --

Q  Okay

A -- and that has been it. Was |

| guess | was.

Q kay. So this woman has to

A M1 hmm

Q And so the first tip | want to
s, you have to give audi bl e responses.

A. Mn hmm  Right.

Q Not nmm hnms.

A Hm hmm 11 ke that.

Q So don't do that, because she

whet her that's an affirmative or

A. | under st and.
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Q So pl ease give audi bl e responses

to the questions.

The second thing that will keep us on
the right side of the reporter is if you wait "til
the end of ny question before you answer because
the transcript has got to reflect a conplete
guestion and then a conplete answer. So even
t hough you may be dying to answer ny question, just
wait until | finish it before you answer, okay?

A Under st ood.

Q Al right. And lastly, you are
sonmewhat soft spoken, so I'mgoing to ask you to
keep your voice up, okay?

A Yes.

Q M. Drummond, you understand that
you are here today pursuant to a Sumons to
Wt ness?

A Yes, | do.

Q And were you served personally
wi th the sumons?

A Yes, | was.

Q Do you recall approximately when
t hat was?

A It was summer. | don't renenber

exactly when.
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Q Ckay. And when you received the

sumons, did you know what it was about?

A Vaguel y.

Q Ckay. D d you know it was about a
| awsui t ?

A Yes.

Q Were you given advance notice by

anyone on behalf of Ontario that you m ght be
receiving --

A Yes, | did.

Q See, you didn't wait for the end
of ny question there. So | know that you probably
think faster than I do, and so you know what |'m
going to ask you sonetines, but please just wait
for the question. Qherw se, our reporter is going
to get --

A M hmm

Q -- cross with us, okay? So the
gquestion | asked you is, were you aware in advance
of receiving the summons that you were going to
receive a sunmons?

A Yes, | was aware in advance.

Q Ckay. And | take it you were
aware i n advance because at sonme point in February

or March you were given a heads-up by the Crown
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that you were |ikely to be sunmonsed; correct?

A | can't vouch exactly if that was
in February or March. | can't say that that's
wrong, but yes, it was earlier in 2017. That m ght
be right.

Q kay. And was it explained to you
why you were going to be sunmonsed?

A. Only that it was dealing obviously
with my Conm ssion Report, which is ny only
tangential -- ny only dealing with this issue as
tangential as it mght be. So yes, | clearly
understood it had sonething to do with the
Conmi ssi on Report.

Q Okay. And when you say "this
I ssue", | take it that you are referring to the
| awsuit on behal f of the breeders against Ontario
and OLG?

A Yes, that is what I'"mreferring
to.

Q And do you consi der your report to
be tangential to the |awsuit between the breeders
and Ontario and OLG?

A Yes. Very nuch tangential.

Q Al right. Wy do you consider it

tangenti al ?
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A The recomrendati ons dealing with
this issue are very atypical of the 366
reconmmendations. |In alnost every case, they're

very precise, and they're very action oriented, and
this one is not, and it stands out in that regard.
It says to do an evaluation of the arrangenent. It
does not say to end the arrangenent or to change it
in sonme particular fashion. So it didn't
automatically, by itself, lead to an action,
whereas the others were intended to lead to a
speci fic action.

Q Fai r enough.

And you reference the recommendati on
t hat an eval uati on be done, right?

A. Ri ght.

Q And | presune you chose that word
careful ly?

A Yes, very carefully, because |
t hought there were sone issues here that we -- |
can go into the rationale why we didn't deal with
t hem nore extensively, but there was issues here
that we did not deal with in their entirety in the
Conm ssi on Report that | thought should be | ooked
I nto.

Q Ckay. And before we tal k about
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t hose issues, sir, you agree that you used the word

"“eval uation" carefully.

What kind of evaluation did you expect
woul d be undertaken in response to your
recommendation that an eval uati on be done?

A well, first of all, I have to
enphasi ze that | had never viewed this in the
context of the specific recommendation that you're
tal king about. It was a broader context of OLG
and in ny perspective, OLG was not maxim zing their
net revenue, were far from maxi m zing their net
revenue on a host of issues.

Q Ckay. |I'mgoing to just pause you
t here.

When you say "this specific
reconmendati on”, do you nean the re-eval uati on of
t he revenue share between OLG and the horse racing
I ndustry?

A Yes, | nean that specific
recommendati on, but that was, in ny mnd -- at
| east what | was trying to do was put that in a
br oader context.

Q Ckay.

A | don't know if you want to -- |

said why this was atypical and why we didn't dea
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wthit.

Yes, but just -- go ahead.
If you want ne to --

Yes, | do.

O > O

A Just because it's context. So,
the mandate for the Comm ssion, which is public
record fromthe governnent, was not to | ook at
revenues, it was solely to | ook at spending, and |
tw sted that to sone degree, and | decided -- and
t he governnent didn't say no -- that that neant
don't look at tax revenues, but | decided it was
legitimate in nmy case to | ook at non-tax revenues,
whi ch OLG and ot her governnent busi ness
enterprises.

So, first of all, so we were already in
a context that it wasn't quite clear we were
supposed to even deal with the governnent business
enterprise as opposed to the strai ght spendi ng, but
we were there, but it nmay have been one of the
reasons why we didn't spend as nuch tinme on this
area as we did otherw se.

So | was thinking -- well, again, ny
mandate was to elimnate the deficit. W were
| ooki ng for | ower expenditures or higher non-tax

revenues, and | | ooked at the OLG fromt hat
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per spect lve.

It seened that they were doing things
on the revenue side and the spending side that were
far frommaxim zing their net revenues. They had
two headquarters for no apparent reason, two
casinos in Niagara, paying for on-the-spot lottery
termnals. | thought that they probably didn't
need to do that.

And then | ooking at this arrangenent
wth the revenues they' re getting fromthe slots,
and of course, paying back a substantial portion of
that, and | just wondered, 'Can you not get nore
noney out of this,' keeping in mnd | was never
trying to suggest that their sole goal should be
rai sing the nmaxi num anount of revenue.

Keep in mnd, too, one of nmy three
Comm ssioners was the Senior Vice-President of
CAMH, the Centre For Addition and Mental Health, so
we were hardly in a mndset that we just wanted to
turn everybody in Ontario into a ganbler.

So there was limts on what we wanted
to do, but a view that they needed to | ook at all
of their operations to see if they could not raise
their contribution, their dividend paynent, in a

sense, to the Ontari o Gover nnent.
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Q Ckay. And so, when you were

careful to recommend that there be an eval uation of
the revenue share from Slots at Racetrack Program
what was your expectation about the manner in which
t hat eval uati on woul d be conduct ed?

A. | woul d have hoped that one of the
t hi ngs they woul d have | ooked at is, is this, at
t he physical |ocation of racetracks, where you want
to have the bulk of their ganbling activities?

They tend to be obviously in rural |ocations. They
draw di fferent people.

One of the things that struck ne in the
consultation with the OLG officials, | asked thema
question of what was the correl ati on between peopl e
who cane to watch the horses and the people who did
ganbling, and they said -- although they didn't
give ne very precise information on this and one of
the reasons why I wasn't nore pointed in the
reconmendati ons, that there was not that great a
correlation and that sort of nade ne think about,
Well, are you really locating your ganbling
facilities in the right place, should they not be
nore downt own, should they not be nore connected
with hotels, but again, | didn't have all the

background i nformation | needed, but | had a sense

Www.neesonsreporting.com
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that the nodel wasn't really an optiml nodel for

t heir perspective, and then on top of that, they're
gi ving back a fair anount of the revenue they're
getting, which itself is not optinal

Q It's not optimal in terns of
maxi m zi ng the revenue to OLG and, therefore, the
di vidend to the governnent; correct?

A. That was -- again, and ny nandate
was very singular, was to help the governnent get
rid of its deficit. | was obviously |ooking at the
perspective how can the QLG increase its net
revenue.

---(Court reporter appeals.)

THE W TNESS:. Yeah, sure.

How can the. ..

M5. MACHADO ...governnment increase
Its net revenue.

THE W TNESS: Yeah. How can the OLG
i ncrease its net revenue and that contribute to the
governnment's objectives of elimnating its deficit.

BY MR LI SUS:

Q kay. And | take it that you
under st ood, when you aut hored your report, that the
Slots at Racetrack revenue share had been in place

since 1998, or did you not understand that?
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A Um | may answer this on

di fferent occasions as, keep in mnd, this was
2012. That's six years ago.

Do | know that, sitting here today, it
was 19987 No.

Did | know that in 2012 and have

forgotten? | don't know.
Q Ckay.
A. | knew it had been in place for

awhile. Wether it was 1998, | don't know.

| didn't have any particular reason to
know that, so I don't know whether | knew that at
that time or not.

Q kay. But you -- leaving aside a
particul ar year for the inception of the revenue
share, you were aware in 2012 that the revenue
share had been in place for a nunmber of years, is
that fair?

A Yes. | was aware it had been in
pl ace for a nunber of years.

Q And | take it you woul d have
understood that the horse racing industry had been
receiving a portion of the revenue generated by the
sl ot machi nes at racetracks for a nunber of years,

right?

Www.neesonsreporting.com
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A. Yes, | was aware of that.

Q And | presune you were al so aware
that the Slots at Racetrack Program and the sharing
of revenue had been referred to in each provincial

budget since the inception of the progranf

A. Sounds |l ogical, but do I know
that? | don't know.

Q Ckay.

A | didn't look at that in the
budgets. | certainly didn't |ook at budgets back
to 1998 for that. | had no need to.

Q My only point being, sir, that --
and it's not a criticismor a challenge, is that
you were aware in 2012 that the revenue share had
been in place for a nunber of years, yes?

A Yes.

Q And that the revenue that was
shared with the horse racing industry had been
shared with it for a nunber of years?

A | was aware of that.

Q And that if it there was a
term nation of that revenue stream there would be
| npacts on the horse racing industry. You were
generally aware of that?

A. Yes, of course, | was aware of
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that. Yes.

Q But you -- it was not any part of
your mandate to evaluate the inpacts of the
term nation of the revenue share on the horse
racing industry; correct?

A. Not directly. M nandate was
singular, to elimnate the deficit, but certainly,
| was advised to do that in a fashion that's -- if
It was going to have damage on the econony in
general, not specific industry, in general, to,

m nimze that.

| wasn't supposed to just cone and
sl ash and burn everything so...

Q Well, | don't see anywhere in your
report any kind of recomrendation as to whether the
revenue share shoul d be maintained, reduced,
advanced, continued; correct?

A No, because | was interested in
t he bigger picture. M bigger picture was the

overall net revenue of the OLG

Q Ri ght.

A. And that may or may not have
i nvol ved sonething to do with the racetracks and
the slots.

Q Al right. M only point, sir,
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and | think we are in agreenent on this, is that it

didn't formany part of your focus to nmake a
recommendat i on about whet her that revenue share
shoul d be di sconti nued or mai ntai ned?

A | wanted to evaluate it, but | --
| mean, | was |ooking at -- again, | was not very
| eadi ng, and that's why | say, this is atypical of
t he ot her recommendations. The others were highly
| eadi ng, this one was not.

Q Ri ght, and the reason you wanted
an eval uation and the recommendati on was not highly
| eadi ng i s because you had not, yourself, eval uated
what the inpact on the horse racing industry would
be of a termnation of the revenue share?

You hadn't done that, right?

A. "1l have to quibble a little bit
t he way you worded that, because you said | hadn't
eval uated the inpact on the horse racing industry.
Again, that was not nmy mandate. | would think of
that, but again, ny mandate was to get rid of the
deficit. | had not eval uated what the total inpact
m ght have been on reducing the deficit because
anyt hing --

Q On reducing the deficit?

A. On elimnating the deficit. That
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was ny mandate. M mandate was not the inpact on

the horse racing industry, but I wanted this to be
one part of quite a bigger approach and change on

the OLG but | had not evaluated all the pieces of
t hat .

Q Ri ght, and specifically, you had
not eval uated what the inpact would be on
racetracks if the revenue share was term nated,
right?

A No, | did not evaluate that.

Q You did not eval uate what the
| npact woul d be on Standardbred horse breeders if
t he revenue share was term nated?

A | did not evaluate that.

Q You did not eval uate what the
| npact woul d be on enploynment in rural Ontario if
t he revenue share was term nated?

A | did not.

Q You did not eval uate what the
| npact would be on horses in the province if the
revenue share was term nated?

A | did not.

Q And that wasn't any part of your
mandate, right?

A. That wasn't nmy nmandate, but again,
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| was not reconmendi ng to termnate the program SO

why woul d I have eval uated that?

Q Al'l right. Wen you use the word
“eval uation", you expected that those inpacts that
| just referred to would be eval uated before any
deci si on was nmade about term nation; fair?

A But in a broader context. It
woul d be evaluated in a broader context, that,
per haps, you would nove the |ocation of the
ganbling. You wouldn't have the slots necessarily
even connected with a racetrack. As a possibility,
t hat woul d have been sonething | woul d have want ed
to think through.

Q | understand. M question though
was: \When you reconmmended that the governnment
eval uate the revenue share with the horse racing
I ndustry, it was your expectation that an
eval uati on woul d occur before there was any action,
right?

A Yes.

Q And it was al so your expectation
t hat that eval uati on woul d exam ne the inpact of a
cancel | ation of the revenue share on breeders, for
exanpl e?

A. Well, | think | have to be very
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careful here because | have to stick with what |
said in 2012, and I did not say that in 2012.

Q Did not say what?

A. | said a val ue-for-noney
evaluation. | did not say it was an eval uation for
all these other side inpacts.

Q | understand, because that wasn't
any part --

A. It wasn't part of nmy nmandate.

Q Ri ght.

A So you're asking nme would | have

expected themdo this and that, but that wasn't
part of nmy mandate. That's not what | said in ny
reconmendati on.

Q kay. You did --

A | was kind of straight dollars and
cents, but that was ny mandate.

Q Ckay. So your nmandate did not
i nclude, | think we have agreed, an eval uati on of
any of the inpacts of a termnation of the revenue
share, right?

A No, it did not.

Q | amcorrect, right?
A You are correct.
Q

Al right. You're fromVictoria?
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A. Mnrhmm Yes, I'mfromVictori a.

Q Yes. Have you had any exposure to
t he horse racing industry?

A Funny you should nention that. |
cane down here with a taxi today because | can't
drive, and the guy drove by the racetrack, and |
asked himif he had ever been to one, and he said
he hadn't been to one, and | said, Ch, ne neither.
So, yes, I'maware there's a racetrack in Victoria.
|"ve never been to one. |'ve never been to one
here either.

Q Al'l right, and | presune you have
never been to a breeding farn?

A That's not quite true. M
daughter is a veterinarian technician, and she did
an internship with a veterinarian who was connect ed

w th Whodbi ne, and | have been there.

Q Where did she train?

A She did this at Kenptville
Col | ege.

Q She did. .

A. Kenptvill e Col | ege.

Q Kenptvill e Col | ege?

A Yes.

Q kay. Have you ever been to the
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veterinary college in Guel ph?
A No, | have not.
Q Have you ever spoken with anyone

from Equi ne Guel ph?
A No, | don't even know what t hat

Q Ckay. Did you consult with the
veterinary college in Guel ph when you were
conposi ng your report?

A | did not.

Q Did you speak with Equi ne CGuel ph?

A | did not.

Q Did you consult wth OVAFRA when
you were conposi ng?

A | did not.

Q Again, I'mjust going to ask you
to wait for ny question.

A Ckay.

Q | know you' re probably one step
ahead of me, but if we're going to have a coherent
transcript, just bear with ne.

You did not consult with OVAFRA?

A | did not.

Q Al right. Do you know -- did you
know in 2012 what OHRI A is?
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A | did not.
Q Ckay. Do you know t oday what
OHRI A 1s?
A. Not beyond an extrenely vague
| evel .
Q kay. What is your -- today, you

have a vague understanding of it, is that right?
A. It would be extrenely vague.
Q Okay. What is your understandi ng?
A It's the association that

represents the interests in this racing business.

Q Ckay.
A Beyond that, | don't know.
Q Did you -- so | can presune from

your answer, sir, that you didn't consult wth
anyone from OHRI A when you conposed your report?

A | did not.

Q Did you consult with any racetrack
owners when you conposed your report?

A | did not.

Q Did you consult with any breeding
associ ati ons when you conposed your report?

A | did not.

Q Did you consult with the Mnistry

of Coll eges, Trade and University when you conposed
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your report?

A On ot her issues, not on this
| ssue.

Q This issue being the revenue share
bet ween OLG and the horse racing industries?

A. Yes, ny dealings with them were
strictly on post-secondary education natters.

Q kay. Were you aware in 2012 who
the regul ator of the horse racing industry was?

A | was not.

Q kay. Do you now understand it to

be the Ontari o Raci ng Comm ssion?

A Again, | know that as a fact, but
beyond that, | don't know, have any know edge of
it.

Q | presune you did not consult with

the Ontari o Raci ng Comm ssion about the Slots at
Racet rack Progranf

A | did not.

Q Do you know a chap, who | think is
a faculty col |l eague of yours or, perhaps, was,
M. Sadi nsky?

A | do not.
Q Ckay. You don't know that nane?
A No.
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Q Ckay. and | presune you haven't
read the 2008 Sadi nsky Report?
A ' m not sure what that is.
Q kay.
A. Maybe if |'"maware of it. | don't

know it by that nane.
Q Ckay. It didn't formany part of

your work in conposing the report that you wote?

A. | don't believe so.
Q kay. And did you consult with
any breedi ng associations in the course of -- in

the course of and for the purpose of preparing your
report?

A | did not.

Q Ckay.

MR. LISUS: And before we forget, I'm
going to mark a clean copy of the Commi ssion on the
Ref orm of Ontario Public Services report, referred
to in the vernacular as the Drunmmond Report, as
Exhibit 1 on the exam nati on.

MR. MATTHEWS: Mark the whol e thing?

MR LISUS: Wy not.

MR. MATTHEWS: Al right.

---EXHIBIT NO. 1: Drummond Report.

MR LISUS: And | should also, while
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"' m marking exhibits, I'mrem nded by the reporter

because | referred to it, thank you, to mark your
Summons to Wtness as Exhibit 2.

---EXHIBIT NO. 2: Summons to Wtness
| ssued to Don Drummond.

BY MR LI SUS:

Q CRE 35030. M. Drummond, this is
a docunent that | got fromOntario. | couldn't
read it, so | had it blown up.

A. Oh, okay. That does | ook
famliar.

Q Ckay. What is it?

A So --

MR. LISUS. And just before you go on,
so | don't forget, this is Exhibit 3.

---EXH BIT NO 3: CRE 35030.

BY MR LI SUS:

Q Yes. (Go ahead, sir

A So the top |ines are projections
of where governnent spendi ng woul d go, because t hat
was our preoccupati on.

Q Just before you explain the
contents of it, are you able to tell ne
directionally what this is?

A. Wll, it's two things. It has a
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portion of the governnent spending, but it also has

a portion -- and | don't knowif it's all here in

t he other pages, but it has a portion of the
recommendati ons, and the word "evergreen" was quite
deli berate. The way we worked -- | nean, this
report ended up -- it's alnost 600 pages, but the
way we worked was starting on the reconmendati ons,
and we changed them-- | won't say constantly, but
we changed them frequently as we thought about
things nore, and we tal ked to other people, we did
nore research, and hence, these are call ed

ever green because they were changi ng.

Q | see.

A. So they were green at sone point.

So if you have a copy that's called
evergreen, |I'massumng that this is a snapshot of

how t he recommendati ons stood at sone particul ar
date, and the date is not here, but they're quite
| i kely not the final recommendati ons.

Q Got it. And so if | describe
Exhibit 3 as a live, working docunent which
recorded the recomendati ons of your Conmm ssion as
t hey evol ved over the termof its mandate, woul d
that be a fair description?

A. Yes, it would be.
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Q So that the contents of Exhibit 3

eventual ly found their way into the final
recommendations in Exhibit 1, is that fair?

A That's right. And the only reason
| was flipping through this is because | don't know
at what vintage the date this is.

Q Ri ght.

A But there were two forns of these
t hat we changed nodus operandi at sone point.

Q So that this particular version
cane to us attached to an e-mail sequence that
ranges from Novenber 7 to Novenber 10, 2011.

A Ckay.

M5. MACHADO  Per haps, can M. Drunmond
just | ook--

MR, LISUS: Sure.

M5. MACHADO --at the e-mail chain?

---(Wtness review ng docunent.)

M5. MACHADO And the e-mail, for
record' s purposes, is CRE 35029.

MR, LISUS: Thank you.

BY MR LI SUS:

Q Now, if | look at Exhibit 3,

M. Drummond, can | learn fromit what the focus or

scope of the governnment mnistries that you | ooked
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|s that a correct way of describing it?
A Yes, yes.
104 Q kay. It's a... The scope of

your task was huge.

A. It was every single cent that the
governnment spends, so it's immense; over a hundred
billion dollars. And then | added all of the
non-tax revenues on top of that, plus we had to do
all the projections because we didn't necessarily
accept the governnent's projections. W had to do
all the economc and the fiscal projections as
wel | .

105 Q And when you say "we", who do you
mean?

A Vell, | always use the collective
of the four Comm ssioners. You said it's got known
as the "Drummond Report"”, but that's obviously
unfair to the other three people, the three others

that did this work with ne.

106 Q Right. but you nust have had a
staff?
A There was a secretariat that was
given to ne, and I was -- | did not pick them

The only person | picked was sonebody
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to help with the witing, and that was Bruce

Little, the fornmer journalist fromthe d obe and
Mail. So I, in a sense, handpi cked him

The others were -- well, the lead of it
was appoi nted by the Ontari o Governnent and then
they had a conpetition, so people who were
i nterested, and they tended to be younger policy
anal ysts in the various different mnistries, could
conpete for these positions, and that fornmed what
was initially a four-person secretariat. And near
the end, it ended up as seven people on the
secretariat, plus Bruce Little, plus the four
Conmi ssi oners.

Q Ckay. And the nenbers of the
secretariat were fromwhich Mnistry; Finance?

A. No. There were -- the conpetition
was open for the entire governnment and, in fact,
none of themwere fromthe Departnent of Finance.
In fact, none were even fromthe Treasury Board.

The lead of it had just won a
conpetition to be the Assistant Deputy M nister of
Transportation, but he had cone fromthe Cabinet
Ofice.

The others; they canme from scattered

M nistries throughout the Ontari o Gover nnent.
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Q And so can you just describe to ne

i n general terms how you went about conposing and
finalizing the report within the 12-nonth peri od
t hat you were given?

It was 12 nonths, right?

A. And on a piece of paper, it |ooks
i ke 12 nmonths, but no sooner did we start, the
governnent called an election and we ran into an
| medi ate problemthat virtually nobody, including
everybody on the political side did not want to
talk to us during an el ection period.

So we got to a slow -- well, it wasn't
even really a slow start. It alnost got del ayed.

So, yes, we were there for 12 nonths.
Yes, it appears the Comm ssion was there, but the
bul k of the work was done in the final six nonths.

Q That's --

A The underground work, |ike these
projections of the econony and the fiscal was all
done during that election period because we really
didn't need -- certainly didn't need to speak to
anybody in the political side, but the bulk of the
work really didn't get going until after the
el ection was out of the way.

Q And so we are tal king here about
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A. That's --
111 Q -- 2011 el ection?
A. That's right. So can you see why

It was quite a concentrated period once that got
out of the way?

112 Q Right. And so the report was
signed and delivered to governnment, correct nme if
"' mwong, January 25, 2012? |s that --

A. For sonme reason, February sticks
innmy mnd, but if it was January 25th, it's
January 25t h.

113 Q Ckay. M information -- and this
is enpirical, but | wll see if it refreshes your
menory, is it was released -- or given to the

governnment January 25 and publicly rel eased

February- -
A Ch, okay.
114 Q --15. Does that --
A To clarify, when you were
describing, | was thinking the public rel ease as
opposed to -- | nean, yes, once it was given to the

governnent, then it went to a typesetting and it
went to a translation operation, so there were a

few weeks of delay before it was publicly rel eased.
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Q Ckay. And when you say that you

couldn't really neet or speak with people in
governnent until after the election, |I presune that
means you were able to start speaking to
representatives of various mnistries at sone point
in late October or Novenber --

A Ch -- sol'msorry, | didn't --
"1l wait until you finish.

| don't want to -- maybe | exaggerated
it too nuch. It's not Iike we sat around and did
not hi ng until Cctober.

Q No, you were doing a | ot of
background anal ysi s.

A And we did speak to officials in
mnistries, but even then, there seened to be sone
ki nd of hesitation to be that forthcom ng, and
there was a reasonabl e expectation that the
governnent that appointed us was not going to get
el ected. That wasn't our business to speculate on
that, but | think that was in the m nd of sonme of
t he peopl e.

So -- but we did and, you know, | had
consultation with the Ontario Hospital Association
and all those other groups before the election so

It wasn't -- | don't want to portray it that we did
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all of the work post-Qctober, but it certainly

ranped up seriously after that.
117 Q Ckay. | think that | have
under st ood your evidence to be that you did neet

wth OLG?

A | did neet wth OLG vyes.

118 Q (kay. And do you recall how many
times you net wwth OLG?

A My recollection is just once, but
if I was told it was twce, | wouldn't be totally
shocked, but --

119 Q No, | --
A -- | remenber it as once.
120 Q Do you know M. Phillips?

A Yes.

121 Q M. Phillips has testified, I

t hi nk, that he nmet once with you.
A Well, and that woul d square up
with ny recollection.
122 Q Do you recall how | ong you net

with himfor?

A | do not.
123 Q Ckay. | think he testified about
an hour or --
A If | had to pick a nunber from ny
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vague recol l ection, that woul d have been about

ri ght.
124 Q Ckay. And just -- and do you
recall generally when that was? Was it in the fall

of 2011, after the el ection?

A Whet her it was before or after, |
don't recall. | think it was in the fall.
125 Q Ckay.
A. Whether it was just before or just
after, | don't renenber.
126 Q Did you neet with M. CGodfrey?
A | think he was there.
127 Q At the neeting?
A. | think he was there, yeah.
128 Q Okay. Did you nmake any notes of

t hat neeting?

A Did I personally? No.

129 Q  Okay.
A | don't tend to be a note person,
so | didn't.
130 Q |"m hearing that a lot in these

exam nati ons.
Was there soneone fromthe secretari at
wi th you?

A. Yes. Al ways, there was.
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131 Q And did they always take notes?
A. Yes. Yes, they did.
132 Q Do you recall who that was?
A Who came wth ne? | do not
recall. It was -- nost of them it would have been

Scott Thonpson,
and probably Craig Fow er, but |'m guessing because
that was the |ineup on nost of the cases.

Q
gentl enmen are still enployed by the OPS, would you

133

pl ease ask themif they have notes of the neeting

between M. Drummond and M. Phillips and Godfrey?

U A

advi senent .

134

governnent and whet her that could be increased, and

yeah, we got

M5. MACHADO |I'Il take that under
BY MR LI SUS:
Q Do you recall what you di scussed?

A.
the net contribution that the OLG sent to the

headquarters,

Ste. Marie and why do you have two casinos in
Ni agara, and one of themis kind of enpty, and yes,

we did discuss the sl ot machi nes, and we did

di scuss --

wel |,

who was the head of the Conmm ssi on,

right into why do you have two

and why do you have one in Sault

Ms. Machado, if those two

Yes. This whol e environnent that

as | said, | posed the question
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about are we really tal king about the people that

are watching the horses, are they ganblers,

t hensel ves, are they going in and ganbling
afterwards -- and this is -- as | say, | got a kind
of a vague answer that that wasn't a high
correlation, that intrigued nme, but we didn't
pursue it at the tinme further than that.

135 Q Ckay.

A. But we al so tal ked about, you
know, does it nmake sense to | ocate your main
ganbl i ng venues in downtown in conference centres
and hotels and the I|ike.

136 Q And did M. Phillips tell you that
OLG thought it did make sense to | ocate their sl ot
machi nes in hotels and conference centres in
downt own ar eas?

A. | don't recall himbeing specific
as saying the slot machines, but yes, it was --
seened to ne that they were contenplating a
different nodel in different |ocations, but | don't
t hink he said anything so specifically that it was
changi ng the sl ot nmachi nes.

137 Q Ckay. The reason | ask you that
I's because | think there's reference in the

report -- and if you want, we can turn it up, but |
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will give you the reference that:

"OLG woul d nmake nmuch nore noney

If slots were permtted el sewhere,

as they should be."

A | remenber thinking that nyself
when | wote that.

138 Q  Okay.

A. | do not recall that they
I ndi cated that that was sonething that they were
contenpl ati ng.

139 Q kay. And | presune what you were
t hi nki ng when you wote that was that OLG woul d
make nore noney if it put slot machi nes, as you've
said, in downtown area hotels, conference centres,
et cetera?

A That was ny |ine of thinking, and
that was what | was probing themwth, but | don't
recall them being very forthcomng wth ne of what
t hey were contenpl ati ng.

140 Q Were you aware that OLG was in the
course of a strategic review of its |and-based
gam ng activities?

A I n general because they did tell
me that they were doing that.

141 Q Did you get a copy of the working
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report?
A. | do not recall that. | don't
remenber receiving that.
142 Q Did you get any information about
what recommendati ons OLG was going to nake to
Fi nance about its | and-based gam ng revi ew?
A | don't recall them-- | don't
remenber them being that forthcom ng on that.
143 Q Ckay. And you don't renenber
aski ng thenf
A Speci fically about what the
reconmendati ons they were going to be making? |
don't think | asked themthat specifically.
144 Q Ckay. And with respect to slot --

rel ocating slot machines, did you understand in
2011 and 2012 that, for slot machines to be | ocated
in cities, the affected nmunicipalities would have

to agree to host thenf

A Yes.
145 Q Did you know t hat ?
A. | did understand that, yes.
146 Q And di d you understand that none

of the nunicipalities had yet voted on the issue?
A | did understand that.
147 Q And did you understand that OLG
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had not yet prepared a business case for the

rel ocation of slot machines fromracetracks into
cities?

A | woul d not have been aware
whet her they had done that or not.

148 Q kay. Did you know whet her or not
OLG had engaged nmunicipalities in a consultation
process with respect to relocating slot machines
fromracetracks into cities?

A | don't know. | don't know
whet her they had or not.

149 Q Ckay. So al t hough you under st ood
or believed, | should say, that OLG woul d make nuch
nore noney if slots were noved fromracetracks into
cities, you understood that none of the steps
necessary to acconplish that had been undert aken,

in particular municipal approval or a business

case?

A | just want to clarify --

M5. MACHADO  No, hold on.

THE WTNESS:. -- because you used
believe. | had no basis to believe one way or
another. | was intrigued by the possibility. It

was sonmething that if | had nore tinme or if | were

them | woul d explore.
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BY MR LI SUS:
150 Q Ckay.
A | thought it was a -- it was a
hypothesis. | don't think it was a belief

necessarily on ny part.

I nformation at ny disposal

t hat .
Q

Ckay.

| did not have the

to forma belief around

So you had a hypot hesi s

based on a presunption that,

i f you put slot

machi nes cl oser to |arger population centres, they
woul d generate nore revenue for the Province, is
that fair?

A Not just even popul ation centres,

because a good portion of the people that go to the
facilities are tourists and visitors, so that's not
necessarily a popul ati on base, but they tend to be
staying and doing other activities in nore of a

downt own ar ea.

152

153

Q

out at the H awat ha Racetrack in Sarnia,

A

don't know t hat.

Q

conference centres in Toronto and Ot awa,

A

Ri ght.

| take your word for that.

Vel |,

Ri ght.

Conferences aren't held

right?

bi g conferences occur in big

right?
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154 Q Right, and so -- and |I'm not

putting it any higher than a hypothesis of yours,
it was that if slot machines were |ocated in urban
centres with higher popul ations which attracted
hi gh-end conferences and nore tourism they would
generate nore revenue for OLG and, therefore, a
greater dividend to the governnment, right? That
was the --

A. Yes. | have to register another
poi nt of disconfort, because you're constantly
referring to slot machines. | was not obsessed

with slot machines. That was not ny mandate. |

was thinking of a broader -- I'mjust |ooking at
total ganbling revenue. It nmay or may not have
from been slot nmachines. It nmay have sl ot nachines

conpl enented with other gam ng choi ces.
155 Q Ckay.
A | was not delving into slot

machi nes per se.

156 Q Ri ght.
A That really didn't fit ny nmandate.
157 Q kay. You did understand in 2012

t hat sl ot machi nes generated a | ot of revenue for
t he Province?

A. Yes, | did understand that.
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Q And did you know in 2012 how nuch

sl ot machi nes had generated for the Province since
their introduction into racetracks in 19987

A. | woul d have had no idea. Again,
| -- you were the one that provided ne the
information on 1998. | don't think | ever knew
that. | would have no reason to have gone back and
cal cul ated that sum of noney.

Q kay. You al so, | presune, just
judging fromyour answer, M. Drummond, don't know
the reason why slots were first introduced into
racetracks in 19987

A | do not.

Q And you, therefore, were not, in
2012, famliar with whether or not there was an
agreenent between the Ontario Lottery Corporation
and OHRI A pursuant to which slots were introduced
into racetracks?

A | have to kind of pieceneal that.

The agreenent that led to the
I ntroduction, | have no idea about, but there was
an agreenent, yes, obviously, because there was a
transfer to the race operators and that obviously
was from an agreenent so..

Q Did you --
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A The origin, | don't know.

Q Right. Now, you told ne you
didn't speak with any racetrack operators in the
course of conposing your report, right?

A That's correct.

Q | take it, therefore, that you
didn't review any of the agreenments pursuant to
which -- let ne rephrase that.

You didn't review any of the agreenents
bet ween racetrack operators and the Ontario Lottery
Cor poration pursuant to which slots were introduced

into racetracks?

A. | did not.
Q And you still have not?
A. | have not since.

Q Are you aware how t he sl ot
facilities at the racetracks were capitalized?

A | am not.

Q Are you aware who paid for that?

A | am not.

Q Are you aware how t he investnent
in their construction was recovered?

A | do not know that.

Q Are you aware how the revenue

generated fromthose slot nmachi nes was shared?
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A. | am aware of the two el enents

that -- and | think | had the anobunt of nobney at
that time, 347-mllion, if ny nenory serves ne
right, that went back to the horse operators, and |
do not have the dollar anmount, but | think 10 per
cent went to the nmunicipalities. That's the extent
of ny recollection of that issue.
169 Q And |, therefore, presune,
M. Drummond, that you didn't have any know edge
and still don't about how the funds generated from
the slot machi nes were actually managed in terns of
bank accounts or custody of those funds?
A | woul d have had no idea of that.
170 Q kay. And you also weren't aware
of what the actual purpose, the stated purpose, of
the introduction of slot machines into racetracks
in 1998 was, correct?
A | did not know that.
171 Q And | take it you al so were not
aware of what the respective responsibilities under
t he sitehol der agreenents were of the Ontario
Lottery Corporation on the one hand and the
racetrack and the horsepeople on the other?
M5. MACHADO  Well, he has already

identified that he hasn't seen the agreenents. He
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knows generally that there was an agreenent, so...

MR LISUS: Well, that's why I'm
aski ng, because he says he knows generally there
was an agreenent.

BY MR LI SUS:

172 Q You weren't aware of what the
responsibilities of the various parties to this
general agreenent were, right?

A No.

173 Q kay. Were you aware, for
I nstance, that it was a contractual responsibility
of the horsepeople to enhance the success of the
| ottery machi ne business described as the
prescribed lottery scheme at the racetracks?

M5. MACHADO That's not fair question.
You' re asking himthat the breeders had a
contractual responsibility?

BY MR LI SUS:

174 Q The horsepeople had a
responsibility to conduct horse racing activities
In a way designed to enhance the success of the
prescribed |ottery schenme under the sitehol der
agreenent s.

Are you aware of that?

A. ' mnot aware of the agreenent, so
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therefore, I'mnot aware of that.
175 Q Ckay. Fair enough.
And so | just want to understand how

you cane to gain the understanding that you did
about the Slots at Racetrack Program M. Drummond,
because you didn't speak to any racetrack
operators, right?
A | did not.
176 Q You didn't speak to any horse

raci ng i ndustry associ ations?

A | did not.
177 Q You did not speak to any breeders?
A | did not.
178 Q You spoke about half an hour
about -- you spoke to an hour or half an hour, but

once only with M. Phillips and M. CGodfrey, right?
A Just for clarification, I think we

agreed the best guess fromtheir side and ny side

was an hour, not a half, and | don't -- half an
hour, |I'msure we tal ked | onger than that.
179 Q And in that neeting with

M. Phillips and M. Godfrey, you discussed a
nunber of aspects about OLG business, like its
headquarters and the other casinos and the

potential relocation of slot machines, right?
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A That's correct.
Q But you did not discuss the
| and- based gam ng revi ew?
A We did not.
Q You did not discuss --
A. To clarify that, | do not recall

that we di scussed that, again, keeping in mnd it
was one of 100 interviews six years ago. | do not
recal | discussing that.

Q Right. You do not recall the
| and- based gam ng review form ng any part of your
t hi nki ng behind the conposition of your comments in
your report about --

A | do not. | believe it did not
forma basis of that.

Q Right. And so -- and you didn't
speak to any breeder associations or breeders,
right?

No, | did not.
And you didn't speak to OVAFRA?
| did not.

o >» O »

You didn't speak to the Mnistry
of Col |l eges, Trades and Universities?
A. These are the sane questions you

just asked ne five m nutes ago.
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186 Q So where did you get your
I nformati on about the Slots at Racetrack Program
fron
A The OLG
187 Q Just that one neeting?
A That's right.
188 Q Ckay. Did you get information

about the Slots at Racetrack Programfromthe
M nistry of Finance?

A Yes. So, for exanple, the
specific nunber is in there. Again, | think -- |
can check it, but |I think it's 347-mllion. | was
gi ven that by --

189 Q Fi nance.

A Well, it's a group within the
Departnent of Finance that serves the M nister and
has Treasury Board responsibilities, but it's
formally within the Mnistry of Finance.

190 Q | s that the gam ng policy branch?

A. No, it wasn't the gam ng policy
branch, no.

191 Q Do you know what it was or who it
was ?

A | don't know what their official

title was, but there's a group of about 10 of them
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within the Departnent of Finance, and they're

dedi cated to serve the Mnister of Finance in the
M nister of Finance's Treasury Board
responsibilities, and they have nost of the program
detail information.
192 Q If | mention sone nanes, will you
remenber thenf?
A O that group? No, | will draw a

bl ank on all of them

193 Q kay. Was that group the Revenue
Agency Oversight Division?
A No.
194 Q No? Al right. You don't recall
who they -- what the group's nanme was?

A What their title is? | don't --
195 Q Al'l right.

A | probably never knew, and | don't
think | ever had any direct interaction with them
So, for exanple, that nunber 347 woul d have cone
fromthemto sonebody on ny secretariat. That's
why | don't know their nanes.

196 Q Al right. And you or your --
nei t her you, nor anyone at your request, went back,
for instance, and | ooked at the annual reports of

OLG to see the data about the Slots at Revenue
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Program frominception? Right?

A | f sonmebody on the secretariat did

it, that would have been a surprise to ne.

Q kay.

A | would presune they didn't.
Q kay. And you didn't?

A | definitely didn't.

Q And you didn't, nor anyone on your
behal f, go back to provincial budgets to see what
they said the purpose of the Slots At Revenue
Program (sic) was and how the revenue it generated
was put to use, right?

A | didn't, and | doubt anyone el se
di d.

Q Ckay. And so | want to nake sure
| " m capturing the extent of your know edge about
the Slots at Racetrack Program

It was based upon your neeting that you
had with M. Phillips and M. Godfrey and the
$347-m | lion nunber that was given to you by this
group in Finance?

A That's correct.

Q Al right. Thank you. Wuld | be
correct to presune that you spoke with M nister

Duncan about your report while it was being
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conposed?

A On several occasions.

Q And did any of those discussions
I nvol ve the Slots at Racetrack Progranf

A | do not believe so, and | think
if it did, | would have recalled that, so I'm
pretty sure | can say no, but | certainly don't
remenber discussing the racetracks or anything...
nost likely, the two casinos and nost likely the
two headquarters, but | don't recall anything
further with himon the OLG busi ness.

Q So just to nake sure that |'m
capturing your evidence correctly, you think that
you nost likely discussed the two casinos and the
two headquarters with M. Duncan?

A Yes.

Q And the content of that discussion
was: What's the economc justification for having
two underperform ng casinos close to the border,
right?

A. One of them doi ng okay, the other
nostly enpty.

Q Ckay. And what's the economc
justification for OLG having two headquarters,

right?

Www.neesonsreporting.com
(416) 413-7755 (888) 525-6666


http://www.neesonsreporting.com

© 00 N o o B~ W N P

N N D N NN P P P PP PP PR
g A W N P O © 0 N O O A W N P+ O

Seelster Farms Inc., et al. vs Her Majesty the Queen In Right of Ontario, et al.
DRUMMOND, DON on December 14, 2017

Page 54

A That's right.

206 Q Are both those casinos still open
or was one -- or were they closed?

A | think they're still open, but
again, | haven't been in casinos any nore often
than the racetracks, so | don't know.

207 Q And does OLG still have two
headquarters?

A | do not know.

208 Q You recommended that it did not,
or did you --

A | recommended they shoul d cl ose
the second -- well, one of the two.

209 Q Right. And did you recommend t hat
the two casinos be cl osed?

A | reconmended nore specifically

t he ol der one, which was in need of renovation, be
cl osed.
210 Q Whi ch one is that?
A Well, there's two in Downt own
Ni agara, and | only know them as the new one and
the old one, so I recommended the old one be
cl osed.
211 Q And you don't know if it was or it

wasn't?
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A | don't know whether it is or not.
212 Q Ckay. Did you speak with
M. Duncan about the decision that was made to
cancel the revenue share in March 20127
A | did not.
213 Q Did he ever speak to you?
A No. He did not.
214 Q Are you aware that your report was

one of the justifications cited for the
cancel lation of the Slots at Racetrack Progranf

A | am aware of that.

215 Q But that was not one of your
recommendat i ons, right?

A My recommendation, again, was to
evaluate it, but it was not leading to a particul ar
concl usi on.

216 Q Ckay. Did you speak with
M. MGQuinty about your report prior to its
conpl etion and rel ease?

A Only in very general terns, though
a nmenber of his staff was nom nated to be the point
contact fromthe political side, if |I could put it
t hat way.

217 Q Do you know who that was?

A. Jam son Steeve, who is no | onger
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cancel | ed?

with the government. Well, he's with the Institute

for Conpetitiveness and Prosperity.

218 Q
cal | ed Dave Gene,
A
219 Q
A
220 Q
A
sure why.
221 Q
A
222 Q
A
223 Q
A
224 Q

M. Duncan that you thought that the revenue share

fromSlots at Racetrack Program shoul d be

A
Q
t hat you thought the revenue share at Slots at
Racetrack Program shoul d be cancel | ed?

A

Page 56

You don't, perchance, know a chap
do you?

No.

Barry Goodw n?

No.

Tim Shorthill?

That name is famliar, but |I'm not

Bl air Stransky?

No.

Tanya Wat ki ns?
No.

El i zabet h Yei gh?
No.

Ckay. Did you ever tell

| did not.
Did you ever tell M. MQ@inty

| did not.
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226 Q Did you ever tell anyone that you

t hought the revenue share at Slots at Racetrack

Program shoul d be cancel | ed?

A. | don't recall ever saying that,
no.
227 Q And if you did say that, you would
recall it, right?
A. | woul d have thought | would have

recal |l ed that, yes.
228 Q Ckay. Do you know John W ki nson?
A. John WI ki nson. The nane sounds

famliar but not comng to ne.

229 Q Ckay. Do you know John Snobel en?
A NO.

230 Q Do you know El ner Buchanan?
A No.

231 Q Did you, in the course of

conposi ng your report, sir, ever speak with
M. Stephen Orsini?
A Oh, yes. Definitely.

232 Q Did you ever speak with
M. Osini about the Slots at Racetrack Progranf?
A | don't recall speaking to him
about that.
233 Q kay. Did you ever recomrend to
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M. Osini that the Slots at Racetrack Program

be -- the revenue share fromthe Slots at Racetrack

Program be cancel | ed?

A | did not.

Q Did you ever speak with Karim
Bar deesy?

A | don't --

Q Know t he nane?

A "' m not sure who that is.

Q kay. Are you aware that after

the cancellation of the Slots at Racetrack Program
t he governnent struck a panel to evaluate the
consequences and make recommendati ons?

A I n, again, vague terns, | am aware
of that.

Q Ckay. Have you read the Interim

Report of that panel ?

A | have not.

Q Have you read the Final Report?

A. | have not.

Q Did you ever speak with Ted
McMeeki n?

A "' mnot sure who that is.

Q Ted McMeekin was the Mnister of

Agriculture in 2012.

Www.neesonsreporting.com
(416) 413-7755 (888) 525-6666


http://www.neesonsreporting.com

© 00 N o o B~ W N P

N N D N NN P P P PP PP PR
g A W N P O © 0 N O O A W N P+ O

Seelster Farms Inc., et al. vs Her Majesty the Queen In Right of Ontario, et al.
DRUMMOND, DON on December 14, 2017

241

242

243

244

245

246

) ) _ Page 59
Did you ever speak with Ted McMeekin?

A | did not.

Q Ckay. Did you speak at all wth
Kat hl een Wnne about you report in the course of
Its conposition and prior to its rel ease?

A No, | did not.

Q Did you speak with Kathleen Wnne
about your report after its rel ease?

A. | think on a couple of occasions
she has subsequently thanked ne for doing it but
that was as far as any conversati on went.

Q Did you discuss anything with
respect to the Slots at Revenue Programw th

Kat hl een Wnne?

A | did not.

Q Do you know a fellow called Larry
FIl ynn?

A. No, | do not.

Q You never spoke with anyone at OLG

by the nane of Larry Flynn that you can recall?
A That | can recall, but again, |
don't recall who exactly was there.
Q Ckay. In 2012, sir, were you
awar e how many racehorses were active in Ontario?

A. | was not aware of that.
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247 Q Were you aware of what the
breakdown between the respective breeds was in
Ontari 0?
A No, | was not aware of that.
248 Q Were you aware of what the

gestation period for a horse is?
A | shoul d know t hat because ny
daughter worked at an enbryo transplant farm
249 Q Ckay.
A But | probably had known that and
forgotten it.
250 Q Ckay. Are you aware what the
production cycle is for a Standardbred horse from

the tine a mare is bred to the tine its offspring

I's raced?
A | am not.
251 Q And you were not in 20127
A No.
252 Q So you were not, therefore, aware

of how many years of tinme and effort and the
resources were expended before a horse reaches a
track?

A Only vaguely through nmy daughter's
experi ences.

253 Q You had no idea in 2012 what the
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size of breeders' investnents in pregnant mares on

breeding farns was in 20127

A In total? No. As an individual,
again, from-- ny daughter works at an enbryo
transpl ant operation, | have a general idea.

254 Q Well, you woul dn't have been aware
of what a breeder's investnent in a mare or their
farmwas fromyour daughter's work as a
veterinarian assistant, right?

A No, | wouldn't.

255 Q Ckay. Were you aware in 2012 how
St andar dbred horses were brought to market?

A Only again generally through ny
daughter's work.

256 Q Okay. Your daughter didn't work
i n Standardbred breeding, right?

A No. Although there were --
St andar dbred breeders were brought for the enbryo
transpl ant.

257 Q Were you aware that the manner in
whi ch Slots at Racetrack Program was cancel |l ed was
going to result in the euthanization of 13,000
hor ses?

M5. MACHADO That's not a fact that is

In evidence, so it's not a fair question to put to
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this wtness.

MR LISUS: M. WIkinson testified
about this in detail just a couple of days ago.

M5. MACHADO It's not a fair question
to ask this witness by putting a fact to himthat's
not necessarily a fact in evidence.

BY MR LI SUS:

Q Well, it is a fact in evidence.
Are you aware that the interimpanel reported that
the manner in which Slots at Racetrack Program was
term nated woul d cause the euthanization of 13,000
horses? Did you know that?

M5. MACHADO He has already said that
he did not read the InterimReport, M. Lisus.

MR LISUS: Well, | wll read it to
you.

M5. MACHADO  Well, he hasn't read it.
So asking himif he knows what's in the report, he
obvi ously doesn't know what's in the report. |
don't know why you're seeking this particular bit
of evidence or discussion fromthis individual.

BY MR LI SUS:

Q |"masking if you know t hat fact.
Do you know that fact, sir?

A No.
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260 Q In 2012, after the governnent

cancel l ed the revenue share, you becane aware of a
great deal of controversy about the inpact of that
deci sion; correct?
A As anybody el se who reads the
newspapers, not because of any involvenent in this.
261 Q Ckay. So the extent of your
knowl edge of the -- the extent of your know edge of
t he consequences on the horse racing industry of
t he decision to cancel the revenue share was
derived fromreadi ng newspapers, fair?
A That's correct.
262 Q Al'l right. You, in fact, received
an e-mail froma breeder, didn't you, in 2012? Do

you renmenber that?

A | do not remenber that.
263 Q Do you renenber reading in
newspapers that horses were going to be euthanized?
A | do renenber that
264 Q Do you renenber readi ng that
t housands of horses were going to be euthanized?
A | do not renenber the nunber.
265 Q Do you renenber reading that

t housands of jobs were going to be | ost?

A. | do renenber that.
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266 Q And | take it that you certainly

didn't expect or intend there to be horse
eut hani zati ons or thousands of job | osses based
upon your recommendation in your report.

Am | correct?

A. | have difficulty answering that
because expect or anticipated, | didn't recommend
it be cancelled, so | didn't think about that.

267 Q Did it surprise you that the
decision to cancel was going to result in thousands
of job | osses?

M5. MACHADO Did it surprise you?

MR, LISUS. Yeah.

M5. MACHADO How is that his
i nformation, know edge or belief, M. Lisus?

BY MR LI SUS:

268 Q Were you surprised to hear it?

M5. MACHADO That's not a fair
question, M. Lisus.

THE WTNESS: | don't have any basis to

answer that, was | surprised to hear it.

BY MR LI SUS:
269 Q Vel |, what did your daughter tell
you about --
R F M5. MACHADO That's irrelevant, M.
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Li sus.
THE W TNESS: That has nothing to do
with this.
BY MR LI SUS:
270 Q | want to show you an e-nail
exchange.
M5. MACHADO  Thank you.
BY MR LI SUS:
271 Q Read fromthe bottom up,

M. Drummond.

M5. MACHADO |Is there a nunmber on
t hi s?

MR MATTHEWS: No.

M5. MACHADO  Were is this docunent
obt ai ned fronf

MR. MATTHEWS: From t he source.

M5. MACHADO So it's a new docunent
the litigation?

MR. MATTHEWS: Yes.

M5. MACHADO Do you have a copy for

Ms. Si nnadurai ?

MR. MATTHEWS: She can nmake a phot ocopy

on the break, if you like.

MS. MACHADO: Well, she has not seen it

either, so...
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MR, MATTHEWS: Ckay.
BY MR LI SUS:
272 Q Do you still have your
dr umond@ueensu. ca?
A. Well, this is interesting, because

It i1s addressed to drummond@ueensu, which is not

ny e-mail. So it is don.drumond@ueensu. ca.
273 Q It got to you because you
r esponded.
A. Well, it's indicating at that
particular time. | guess there wasn't any other

Drummonds in the university, but | have a Queen's
e-mail. I1t's don.drumond@ueensu. ca.
274 Q Did you get this e-nmail and
respond to it?
M5. MACHADO  Just take a m nute and

read it.
---(Wtness review ng docunent.)
BY MR LI SUS:

275 Q Just tell ne when you have read
It. It seens to be consistent with what you're
telling ne.

A | don't have a recollection, but

It sounds |ike, given the context, a |ogical

response on ny part.
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276 Q Ckay. And that's accurate, your
response was accurate?
A Yeah. It seens to be so.
MR, LISUS: Okay. So next exhibit.
---EXHIBIT NO. 4: E-mail exchange, two
pages.
BY MR LI SUS:
277 Q In 2012, did you know what the
Hor se | nprovenent Program was?
A | did not.
278 Q Did you know what the Sire Stakes
Program was?
A | did not.
279 Q Did you know what the Ontario Sire
St akes Program i nvol ved?
A | did not.
280 Q In 2012, did you know how many
U S. mares were bred to stallions standing in
Ontari 0?
A | do not.
281 Q Those are Standardbred U. S. mares
" mtal king about. You have no idea?
A | do not.
282 Q In 2011 or 2012, did you know how

much was paid in stud fees to breed U. S.
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St andardbred horses in -- to Ontario stallions,
wth Ontario stallions?
A | did not.
283 Q Did you know there was a market

for breeding U S. nmares with Ontario stallions?
A. Again, only indirectly through ny
daughter's busi ness because they did have U. S.
horses there.
284 Q It formed no part of your Drummond
Report review?

A No.
285 Q Did you know how nuch U. S,
residents paid for Ontario horses at public auction
in 20117
A | did not.
286 Q Did you know, sir, in 2011, that

the majority of those invested in the horse racing
breedi ng industry are snmall business enterprises,

owner/operators with less than 10 enpl oyees?

A | did not know that.
287 Q Were you aware in 2011 what role
purses played in the horse racing industry?
A | did not know that.
288 Q Were you aware what the dollar

val ue of purses was in the horse racing industry in
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20117
A | did not know that.
289 Q Were you aware of the percentage
of purse noney that canme from SARP was?
A | did not know that.
290 Q And so | presune you weren't aware

of how nuch the purses at each of the 17 respective
tracks was conposed of SARP revenue and how nuch

was conposed of wagering revenue?

A | did not know that.
291 Q Did you speak with the Canadi an
Pari - Miutuel Agency at all in your consultation?
A | did not.
292 Q And because you don't know what

the Horse I nprovenent Programis, you obviously
were not aware of what, if any, revenue for
St andar dbred horses Horse | nprovenent Program cane
fromslots?

A | did not know that.

293 Q Did you know how many j obs,
full-time equivalents, the horse racing industry
supported in 20117

A | did not know that.
294 Q It fornmed no part of your review?
A No, it did not.
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295 Q In the fall of 2011, were you

aware that OLG had nade recommendations to the
Mnistry of Finance with respect to the maintenance
of funding to the horse racing industry if slots
were to be noved out of racetracks?

A | was not aware of that.

296 Q Did anyone at Finance tell you
that, in the fall of 2011 and early 2012, it was
actively engaged with QLG wth respect to OLG s
| and- based gam ng revi ew?

A. | do not recall any conversations
al ong that |ine.

297 Q Did anyone at Finance or OLG tell
you that there was active di scussi ons between them
about the -- about maintaining funds for the horse
racing industry if slots were taken out of
racetracks in order to inplenent OLG s
noder ni zati on strategy?

A | don't recall any conversation
i ke that.

298 Q And obviously, sir, you never took
any steps to neasure the inpact on enpl oynent
for -- that would follow from cancelling revenue
share of Slots at Racetrack Progranf

A. | did not.
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Q You did not neasure any of the

| npacts on racetracks that would foll ow from
cancel ling the revenue share from Slots at
Racet rack?

A | did not.

Q Did you have any understandi ng one
way or another in 2011-2012 whet her the governnent
woul d cancel the revenue share Slots at
Racetrack -- the revenue share from Slots at
Racet rack Progranf?

A Certainly as of when | deposited
the report or it was released, | did not have any
I ndi cation of what they were going to do on that --

Q Ckay.

A. -- or virtually any other
recommendat i on.

Q Ckay. And because you didn't have
any indication one way or another, you hadn't
t hought about the inpact of a cancellation of the
revenue share on enploynent or racetracks or
breeders or horses, right?

A | had not.

M5. MACHADO He answered the sane
guestion four tinmes, M. Lisus.

MR, LISUS: | just want to make sure |
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got it right, Ms. Machado.

M5. MACHADO  Well ..

BY MR LI SUS:

Q Were you aware of the dollar
vol une generated by Slots at Racetrack Progranf

A Only in general terns. CQobviously
grossing up sonme nmultiple of the 347 so it gives a
bal | park, but do | recall? Mybe | knew. | don't
recall a dollar anount.

Q So if you were told that the
revenue share with the horse racing industry was
going to be cancelled, would it have been
understood by you that all 17 racetracks would
cancel racetrack -- would cancel racing?

R F M5. MACHADO That's a hypot heti cal
question, M. Lisus. This witness isn't answering
it.

THE WTNESS: | can't answer that
because no one told ne that.

BY MR LI SUS:

Q Did you understand racetracks to
depend on the revenue share for their viability?
Did you understand that?

A. "' m not sure how to answer that.

They're giving back a portion of their revenue. |
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don't really know how to answer that.

Q Wll, was the portion -- they're
gi ving back a portion --

A Well, they're giving back to the
horse racers and the nunicipalities sone portion of
their revenue. Wether that's integral to their
survival or not, | don't know.

Q Ckay. But you under st ood
generally that the way Slots at Racetrack Program
wor ked was that the governnent got 75 per cent of

t he revenue --

A M1 hnm
Q -- fromthe nachi nes?
A Yes.

Q And that the rest of the revenue
was shared in sonme proportion between the
racetrack, the horsepeople and the nmunicipalities,
right?

A Yes, | understood that.

Q But are you telling ne, sir, that
you didn't know whether the portion of the revenue
whi ch the racetrack kept was critical to its
viability?

A | woul dn't have known that.

Q Ckay. Did you know that, w thout
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racing at racetracks, the breeding industry woul d
col | apse?

A | woul dn't have known that.
312 Q kay. You did know, however, that

t he revenue that was generated at the racetracks
fromthe slot machi nes was shared with the horse

racing and the breeding industry, right?

A. | did know that, yes. (Nodding
head.)
313 Q And had been for many years?
A Wth a question mark how many
years. | did not know how nany years.
314 Q Ckay. And I'mreferring to page

57 of your report.

A Oh, okay.

315 Q The fourth paragraph.
A Mm hnm
316 Q You say:
"OLG woul d make nmuch nore noney
If slots were permtted el sewhere as
they shoul d be."
Ri ght ?
A Yes, yes.
317 Q Was that | anguage that you chose

or | anguage that was provided to you?

Www.neesonsreporting.com
(416) 413-7755 (888) 525-6666


http://www.neesonsreporting.com

© 00 N o o B~ W N P

N N D N NN P P P PP PP PR
g A W N P O © 0 N O O A W N P+ O

Seelster Farms Inc., et al. vs Her Majesty the Queen In Right of Ontario, et al.
DRUMMOND, DON on December 14, 2017

Page 75
A | would, at this point, have to
explain a bit of a background. Cbviously, | did

not wite every single word of a 566-page report.

318 Q Al'l right.
A If you're asking ne if | wote
sone particular word or not, I do not recall. |

take responsibility for the whole report. There
will be nothing in here that | would not have seen

and woul d not have approved, but did | originally

draft that? | don't renenber.
319 Q kay. And that's fair, and | am
not -- I"'mnot criticizing you, M. Drumond. |

have seen many, many e-mails with | anguage being
given to you by Finance, so this is not a trick
guesti on.

| take it that, in the course of your
report, conposing your report, |anguage woul d be
conposed for you and inserted in your report?

A Clarification on "inserted".

Not hi ng went into -- automatically in
the report wthout nme review ng and approving it.
No one slipped sonething in this page that | wasn't
awar e of.

320 Q "' m not suggesting that happened.

My only suggestion, sir, is that
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portions or sections or pieces - |'mnot

attributing any significance to the
characterization - of your report were conposed by
peopl e, and you reviewed them and if you were
okay, signed off on them

A. That even doesn't quite sound
quite accurate to the process.

| don't think there's anything that
even was drafted sonewhere else that | didn't
substantially alter.

Um | don't think there's any page or
certainly not any chapter, like | say, that was
witten by this party, and | just |ooked at it and
stuck it into the report.

321 Q Al'l right.

A Um It's varying degrees.

The health and the two education
chapters, | wote al nost exclusively.

Gover nment business enterprises, |ess
so, but | did wite substantial portions of it.

| don't think anything was just handed
to ne and it got put in.

322 Q Right. So the statenent:
"OLG woul d make nmuch nore noney

If slots were permtted el sewhere as
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t hey should be."

Do you think that that's a statenent
you made or it was given to you?

A | don't know. As | read it here
today five years after the fact, it |ooks Iike
sonething | could well have witten.

Q Al'l right.

A. It doesn't seemforeign to ne.

Q And you say that:

"OLG woul d make nmuch nore noney

If slots were permtted el sewhere".

| want to pause there. | think that
you and | have agreed that, in order to nove the
slots, they had to be -- you had to have nuni ci pal
approval .

A Vell, likely why the word
"permtted" appears there as opposed to saying if
t hey had sl ots el sewhere.

Q Right. And there had to be a

busi ness case for themto be noved?

A. | don't have the background on
that. | presune that would be the case. | don't
know.

Q And there had to be a location for

themto be npved to?
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A. Correct.

Q And as of 2012, when you nade that
comment, none of those factors were in place,
right?

A. They were being discussed. In
ot her words, Toronto, | recall quite vividly, was
contenpl ating having a casino in a nore downt own
| ocation, but I wasn't privy to any inside
i nformation on that, but it was in the papers at
that tine.

Q Al right. In comenting on the

Slots at Racetrack Program you wanted to be fair

to all stakeholders, | take it?
A. That sounds |ike a | ogical
statenent. | don't -- again, that's not really

what | was thinking about.

My mandate was to get rid of the
deficit. | obviously would want to do that in a
fair fashion, but it was about increasing the net
revenue. That was ny overridi ng concern.

Q So on page 316, you say:

"Over the past 12 years,
approximately 4-billion has fl owed
t hrough 17 racetracks to support

purses, racetrack capital
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| nprovenent and operating costs."
Ri ght ?
A Yes.
Q But it's fair to say, isn't it,
sir, that 75 per cent of that 4-billion went to the

Ontari o Gover nnent ?

A | can't stand here today and tell
you whether that 4-billion is a net figure or a
gross figure. | don't know.

Q Do we know if that's the... |
think you're correct, 4-billion has flowed through
to the industry.

How nuch had fl owed through to the
Ontario Governnent of that?

A. Unless that's in a paragraph after
it, I wll not know that.

Q Vll, ny calculation is that, as
of 2012, 4.71-billion had gone to the industry,
whi ch seens to be consistent with your statenent,

but 15-billion had gone to the Ontario Governnent?

A Yes.

Q Ri ght ?

M5. MACHADO He said that he doesn't
know, M. Lisus. |If there's a docunent you want to

point himto that he m ght have seen at the tineg,
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t hen, perhaps, that m ght be of assistance, but

ot herw se, M. Drunmond has said he doesn't know
what the figure was sitting here.
BY MR LI SUS:

334 Q Well, let's just do it this way,
because | did a little arithnetic exercise fromOLG
annual reports.

You and | have agreed that 75 per cent
of the slot revenue went to the governnent, right?
A Yes.
335 Q So 25 per cent went to industry

racetracks and nunicipalities?

A Yes.
336 Q Right?
A Yes.
337 Q So you're an economst. Are you
able to reverse engineer that at 4-billion?
A Qoviously, if the nunber is around
16-billion, 4 divided by 0.25, but --
338 Q Ri ght.
A -- I"'mdoing that cal culation here

today, not fromny recollection of anything in
2012.
339 Q So around 16-billion went to the

governnent, right?
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A Yes.

Q Way don't you nention that in your
report?

A | don't have any idea why | didn't
mention that in nmy report.

Q Well, it's a pretty inconplete
pi cture of the revenue share, isn't it? You say
about 4-billion has gone to support purses,
racetracks, capital inprovenents and operating
costs, but you don't say around 16-billion has gone
to the governnent?

A That's true.

Q And can we agree, sir, that a
conplete picture of the Slots at Racetrack Program
woul d have included the 16-billion that went to
gover nnent ?

A It my well. M/ mandate was not
to have a conplete picture of the racetracks.

Q Fair enough. And did you
understand, sir, that racetracks were private
property?

A. In a vague way, | would have known
t hat .

Q And you understood that the

governnent couldn't, at its discretion, put slot
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machi nes in racetracks?
A Well, as | discussed, | wasn't
aware of the details of the agreenent.
345 Q Al'l right. You didn't exam ne the
racetrack industry in any other province, right?
A | did not.
346 Q The data given to you about the

nunber of racetracks in other provinces and the

anount of revenue generated from gam ng was
i nformation provided to you by the Mnistry of
Fi nance?

A To be nore precise, this woul
have been given to ne by ny secretari at.

347 Q Ckay.

A Where they got it from | may not

have known.

348 Q Al right. But we know no one

spoke to OLG about this kind of data, or didt
A Not to nmy know edge, but whet

sonebody in the secretariat did that, | --

349 Q Ckay .
A. -- wouldn't have necessarily
known t hat .
350 Q As an experienced econom st,

you woul d, in 2012, have understood that the

d

hey?

her

have

sir,
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4-billion that flowed through the racetracks to the

horse racing industry was 25 per cent of a |arger
nunber - -

A Yes.

Q -- because you knew t he revenue
share, right?

A Yes.

Q kay. and you woul d have
under st ood, as an experienced econom st, that that
4-billion woul d have, you help ne with the words, a
| ot of econom ¢ consequences or inpacts in ternms of
j obs, investnents?

A Yes. Mm hmm

Q And you woul d have expected, sir,
that before a decision was nade to term nate that
kind of a revenue stream that 25 per cent, there
woul d have been a careful evaluation of the
consequences of doing so, right?

M5. MACHADO This witness's
expectation of what may or may not have been done
by governnent is of no consequence or relevance.

BY MR LI SUS:

Q Vel |, you were naking
recommendati ons to governnent, right?

A How t hey conducted their reviewis
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real |y beyond mny purview.

Q But you woul d have expected there
to be a careful review That's why you used the

word "eval uation", right?

R F M5. MACHADO |I'mrefusing the
guesti on.

BY MR LI SUS:

Q Well, you were nmaking a

recommendati on to governnment about a very
substantial revenue stream right?

M5. MACHADO  And the recommendation is
to evaluate, sir. So how they evaluate is not
defined here, and this witness has already said he
didn't know what woul d happen with any of his
reconmendati ons after the fact.

BY MR LI SUS:

Q I f you were asked to eval uate,

M. Drummond, you woul d have done an eval uation of
t he cessation of that revenue stream on enpl oynent,
for instance, right?

R F M5. MACHADO That's a hypot heti cal
guestion. That wasn't in his purview, M. Lisus.

He's not here as an expert w tness for
you. He's here to discuss his report and his

f i ndi ngs.
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BY MR LI SUS:

358 Q You knew enough to know -- to
carefully say there should be an eval uati on,
t hough, right?
M5. MACHADO  Those are his words,
M. Lisus. W' ve gone over those words 20 tines
NOW.
MR LISUS: Do you need a break? W've
gone 15 m nutes past.
M5. MACHADO  The answer is never 'no'.
MR. LISUS: Fifteen m nutes?
M5. MACHADO Sure. That's fine.
---Recess at 11:44 a.m
---On resumng at 11:57 a.m
BY MR LI SUS:
359 Q We have discussed a little bit,
M. Drummond, about what your mandate was, and it

was to increase revenue to the governnent, right?

A No.
360 Q No?

A It was to elimnate the deficit.
361 Q Right.

A And, in fact, | was forbidden from

| ooki ng at revenue.

362 Q Ckay.
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A And | reinterpreted that, that |

was not to | ook at tax revenue, but | could | ook at

non-tax revenue.

Q Correct. And --

A But ny mandate was definitely not
revenue.

Q And that's why -- that was why OLG
was one of the things you | ooked at. It was

non-tax revenue?

A. Yes. Right.

Q kay. And with respect to OLG as
| read your report, you focused on a nunber of its
busi ness practices that you thought should be
reviewed to increase efficiencies, right?

A Efficiency -- net revenue, yes.
Probably through efficiencies. Sone -- it could

have been through hi gher gross revenue, as well, --

Q Ckay.
A --not just efficiencies.
Q But what you were focusing on was

t heir business practices?

A Yes.

Q So, for instance, |'m/looking at
page 408 of your report.

Do you want to take a m nute and
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refresh your--
A. Yeah.
369 Q --menory?
M5. MACHADO  Just read that whole
section.
THE WTNESS:. Yep. | read it.
BY MR LI SUS:
370 Q So | understand, from your report,

t hat what you were looking at with respect to OLG
was identifying operational efficiencies that could

be achi eved, right?

A Vell, | will repeat what | just
sai d.

It wasn't necessarily just operational
efficiency. It could have been increasing their

gross revenue, which would not necessarily have
been an operational efficiency.
371 Q But you did | ook at operat- --
A | did |ook at operational

efficiency, yes.

372 Q And you did | ook at business
practices?
A Yes.
373 Q kay. And when you focused on

operational efficiencies and business practices,
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you reconmmend -- you reconmmended that four of tﬁ%ﬁfg
be reviewed, right?
A That's right.
374 Q One of the business practice or |

suppose it was an efficiency was the nmai ntenance of
two head offices in Toronto and Sault Sainte Marie.
That was an efficiency; correct?
A Correct.

375 Q And the next thing that you
focused on was the operation of the Casino N agara,
despite the opening of the permanent and | arger
Ni agara Fal | sview Casi no Resort, right?

A Correct.

376 Q So that was a question of both an
operational efficiency and a business practice in
ternms of running two casinos next to each ot her,
one ol d, one new, right?

A Correct. Mmhmm

377 Q And with respect to the Slots at
Racetrack, you | ooked at a review to relocate sl ot
machi nes fromracetracks to other |ocations,;
correct?

A Correct.
378 Q And that was to increase the

efficiency of the slot machine returns?
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A Yes. | suppose you woul d cal

that as efficiency, but in that case, it would be
I ncreasing their gross revenue.

Q Right. Through i ncreasing
efficiency and changi ng your business practice to
put your slot machines in different |ocations where
t here woul d be a higher return on the governnent
asset, the machine, right?

A Correct.

Q So you felt that the governnent
should do a review of the nanner in which it, the
OLG was operating its slot nmachines in terns of
their locations; correct?

A Correct.

Q And then, you al so wanted or
recormended, as we have di scussed, that the
governnment re-evaluate the revenue share with horse

raci ng and breedi ng?

A Correct.

Q And by -- I'mgoing to try this
agai n.

By "re-evaluate", you neant study?

A Correct.

Q And woul d the study include the

consequences of term nating the revenue share?
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MS. MACHADO That wasn't within his

purview. That's not within his nandate.

BY MR LI SUS:

Q You subm tted your report, sir, in
to governnment at the end of January 20127

A Correct.

Q And | take it you becanme aware, in
m d- February of 2012, that M. Duncan gave a speech
to the Enpire Cub in Toronto.

Do you renenber that?

A | do not recall that.

Q Ckay.

Do you recall M. Duncan making public
comrent s about the horse racing industry after you
gave your report to government?

A | -- | do, but I don't renenber
t he outcome of his particular speech.

Q Ckay. Do you recall him making
public statenents?

A. Well, | recall when they ended the
program | think he announced that, but | could be
wrong on that.

Q Ckay. Do you recall becom ng
aware of radio attack ads about the horse racing

I ndustry on February 26 or February 27?
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M5. MACHADO. |'mjust wondering where

all of this is going, M. Lisus, because he creates
a report and he provides it to governnent.

He says that the governnent gets it to
then determne what it's going to do with it.

What does it matter what this w tness
knew or saw or heard after he has submitted the
report? |'mjust asking what the rel evance is
t here.

MR LISUS: Well, you know, this is a
Cross-Exam nation. | don't believe I"'mobliged to
tell you the relevance of ny questions,

Ms. Machado. It's not an Exam nation for
Di scovery.

If this was in court, | don't think you
woul d be standing up and objecting to the rel evance
of my questions, and | don't think a judge woul d
uphol d that objection if you did.

MS. MACHADO He's not an expert
Wi tness. He's not here, testifying as to what
occurred after.

MR LISUS: |'mnot asking him an
expert opinion.

|"masking if he becane aware of radio

attack ads targeted at the horse racing industry,
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in particular, the revenue-sharing?

M5. MACHADO And |'m asking what the

rel evance is. If you don't want to tell ne, that's
fine.

MR LISUS.: | don't want to tell you.
R F M5. MACHADO But | w il refuse the

guestion then.
MR LISUS: | don't want to bring
M. Drummond back, so I'mgoing to invite you to
reconsi der your refusal.
M5. MACHADO  You have the answer.
BY MR LI SUS:
389 Q Were you surprised to hear the
governnent run radio attack ads relying, in part,

on the report fromyou?

R F M5. MACHADO That's the same -- you
are asking the same question with an addendum
BY MR LI SUS:
390 Q Wre you surprised, when you heard

about the cancellation of the revenue share, that
t he governnent was relying on your report to cancel
it?

A Not in the sense that | -- | did
suggest they evaluate it, so...

391 Q So you presuned that they had
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evaluated it and they had decided to cancel it?
A Yes.
392 Q And who did you presune had done
t he eval uation?
A. | didn't have a presunption of
t hat .
393 Q Ckay. And then, did you becone

aware that a few nonths later, they revisited it by
-- revisited their decision by striking a panel ?
M5. MACHADO  You have asked that

guestion, M. Lisus.

MR LISUS: | don't think |I asked that
one.

M5. MACHADO  Yeah.

THE WTNESS:. Yes, you did.

M5. MACHADO He doesn't know anyt hi ng
about the Transition Panel. He didn't read the
reports.

MR LISUS: | mght have asked himif
he read the reports. | amasking him--

THE WTNESS: No. You did ask about
the Panel. | was not aware of that.

BY MR LI SUS:

394 Q Okay. CRE0091986. | want to show

you an e-mail sequence about your report.
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MS5. MACHADO  You should start with the

end, perhaps, and--
THE W TNESS: Ckay.
M5. MACHADO  --read your way through

---(Wtness review ng docunent.)

BY MR LI SUS:
Q And I'll just give you sone
context. It mght be easier for you,

M. Drunmond, - -
A.

It's
News and the M ni
Report and horse

A

> o >» 0 >» O » O > O

Mm hmm

--if you take a pause, reading it.
an e-mai |l sequence between d obal
stry of Finance about the Drumond

raci ng, okay?

kay. Ckay. | see 3 obal News.
It's in Decenber 2012, so--
Ch.

--sonme 12 nonths after--

Ri ght. Ckay.

--the rel ease of your report, --
Ri ght.

--or 11 nonths.

Ri ght, yeah.

That's the context.

Yeah.
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Q Wiy don't you just take a | ook at
it.

---(Wtness review ng docunent.)

THE W TNESS: Ckay.

BY MR LI SUS:

Q kay?

A Yeah.

Q So, do you know a fellow called
Darcy McNeill?

A | do not.

Q kay. Then let ne just ask you

this as a prelimnary question, sir.

After the rel ease of your report, it
obvi ously garnered a lot of attention in the nedia?

A Yes.

Q And did the governnment ever refer
any questions it received to you, for your input?

A | do not believe that they did.

Q Ckay. And so we see here that the
Mnistry of Finance is being asked questions about
your report and particularly as it pertains to

horse raci ng?

A. Mm hmm
Q Yes?
A. Yes.
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Q And we see that the Ontario

Governnment is answering questions about your
report, right?

A Yes.

Q W see, on - see if you've got
page nunbers, yeah - page 187 in the upper
ri ght-hand corner, top of the page, Question 7; do
you see that?

A Yes.

Q "How nuch noney was the Slots at

Racetrack Program generating for the

Province? |f this was significant, why

woul d the Province wish to close such a

program al t oget her ?"

Do you see that?

A Yes, | do.

Q And do you see the answer:

"SARP di d not generate funding

for the Province."

A Yes.

Q That's inaccurate; correct?

A. | hesitate to say that when
don't know all the background, and | presune the
person that wote this knows what they're talking

about .
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Q Wl l, why would you hesitate, sir?

You know t hat SARP generated $16-billion for the
Ontario Governnent as of January 2012.

You up know that, right?

A. As worded the way you say it, |
agr ee.

That, I'mjust hesitant, wthout the
background, why this person say that, why they
woul d say that.

Are they saying the horse racing didn't
-- wasn't the agreenent, per se?

Q Because it doesn't really make
sense to say that it did not generate funding for
the Province, right?

A. | can't really coment one way or
anot her.

Q Well, | don't understand why you
can't comment, sir. You're an econom st, right?

A Yes.

Q Ckay. You reported that the Slots
at Racetrack Program generated $4-billion for the

horse racing industry, including breeders, right?

A Yes.
Q You under stood that that
$4-billion was 20 per cent of the total net win
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fromslot machines at racetracks, right?
A Yes.
Q And you, therefore, understood
that there were $16-billion that went to the

Ontario Governnent, right?

A Yes.

Q So it's accurate to say that the
Slots at Racetrack Program di d generate noney for
the province, right? That follows, doesn't it?

A. Well, you're saying so.

Q Well, M. Drummond, please.

Do you want nme to go through the
exerci se agai n?

M5. MACHADO M. Drummond has said
that it's --

BY MR LI SUS:

Q The Slots at Racetrack as of
January 2012 generated $16-billion for the
governnment of Ontario; correct?

A Yes.

Q Al right. So it is not
accurate --

A Sorry, you said 15- before.

Q It's 16-.

A Ckay. You originally said 15- and
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we rounded it to 16-.
425 Q Ckay.
A | don't care. You've got two

di fferent nunbers runni ng here.

426 Q $15- or $16-billion for the
Province of Ontario; correct?
A Yes.
427 Q So it's not accurate to say it

didn't generate any funding for the Province? It
did, right?
A | would Iike to know nore
background why they put it that way.
428 Q Because w t hout that background,

t he statement doesn't nmake sense, right?

A. You' re sayi ng so.
429 Q And you agree with ne, don't you?
A Not necessarily. | don't have the
i nformati on.
430 Q Ckay. What information would you
need?
A Way this person has said that. |Is

it alegality, that it's not the agreenent, itself,
is creating the -- is it the activity and not the
agreenent ?

| don't know what was in this person's
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mnd. |'mnot going to just stand here and read
one sentence and say it's w ong.

Q Vell, let's | eave aside the
sent ence.
| think we have agreed that 4-billion

went to the industry, between 15- and 16- went to
the Province, right?

A Yes.

Q kay. Real dollars, right?

A. Well, if you're going to say to an
econom st, 'Real dollars neans constant dollars,"

no, it's nom nal doll ars.

Q Al'l right.

A So there's no confusion on that.

Q Real nom nal doll ars?

A Forget the "real". It's nom nal
dollars. It's not discounted. |It's not in real
terms.

Q Dol | ars the government spent?

A. Um | don't know why you're

putting it in these fine words; spent, went to debt
reduction. | don't know whether they spent it.

Q Vell, I"'mnot putting fine words,
actually, M. Drumond.

A Well, they -- | can't tell you
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that they spent any particular dollar they took iIn.

That m ght have gone to debt reduction. | don't

know where it went.

437 Q Let me put it this way.
A. It's all fungible.
438 Q A ganer wal ks into the racetrack.

They put a coin in the slot machine, right?

A Exact!y.

439 Q They pull the |ever?
A Yes.
440 Q They did that mllions of tines

over sone 14 years, right?
A Yes.
441 Q Sl ot machines spit out $16-billion
to the governnent?
A Yes.
MR, LISUS: kay. That e-mail sequence
IS the next exhibit.
MR MATTHEWS: Thanks. So Exhibit 5,
CRE 0091986.
---BEXHBIT NO 5. E-mil sequence, Doc
| D Nunmber CRE 0091986.
BY MR LI SUS:
442 Q |'"'mgoing to show you an e-nail.

This is an e-mail from December 9, 2011.
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Do you recall Elizabeth Yeigh?
A. | do not.

443 Q Ckay. Do you recall Tanya
Wat ki ns?

A | do not.

444 Q Do you think that these people in
Fi nance woul d have been working with your
secretariat?

A That... Well, | should | ook at
this first.

445 Q Sur e.

A O herwi se, it could be just out of
t he bl ue.

---(Wtness review ng docunent.)

THE WTNESS: Well, given at the bottom
they' re tal ki ng about racetracks, that would be ny
guess, but that's only a guess on ny part.

BY MR LI SUS:

446 Q Ckay. So what | see here is what
appears to be draft | anguage for your report. Do
you see that?

A Yes.

447 Q Ckay. You recognize that from
your report?

A. Um .. | don't recognize the
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particul ar words, but elenments of it are in the

report.
448 Q Par don?
A | don't recognize this paragraph
as being directly fromthe report but --
449 Q El enent s?
A There's a references to the 17
racetracks, et cetera, are in the report.
MR LISUS: Al right. Can we neke
that as the next exhibit?
M5. MACHADO  Are there any ot her
gquestions on this one or...?
MR LISUS: No.
MR. MATTHEWS: Exhibit 6, CRE 79877.
---EXHIBIT NO. 6: E-nail dated
Decenber 9, 2011, Doc I D Nunmber CRE 79877.

BY MR LI SUS:
450 Q | want to show you anot her e-mail,
CRE 79873. | think | asked you al ready whet her you

recall a fellow called Barry Goodw n.
A You did and | don't.
451 Q kay. And if you just take a | ook
at the bottom of page 56, you see there's an e-nmail
there from soneone called Ml lozzi,

Me-I|-l-0-z-z-1.
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A M hmm
452 Q  Yes?
A Yes.
453 Q And | take it none of the people
copied or to on that e-mail, none of the addressees

who are cc'd are nenbers of your secretariat?
A No, they're not.

454 Q kay. So as | understand this
e-mai | sequence, sir, "Drunmond papers were
distributed again last night", it says, and |'m
inferring fromthis, it being Decenber 2011, that a
draft report of yours or sections of it is being
given to Finance for review and comrent ?

A. That woul d be ny guess fromthe
dati ng.

| don't renenber that exactly taking
pl ace, but around that tinme, yes, we were doing
t hat .

455 Q Ckay. And when you say you were
doing that, just tell nme in general terns what the
process was, what was being done?

A. That we were sending drafts of
various sections back to the responsible mnistry.

456 Q Ckay.

A Well, to add their views, but it
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was primarily a factual check, but we took whatever
conment s.

457 Q And at this point in tine, being

Decenber 2011, were you, yourself, review ng all of
these drafts or was it still in the hands of your
secretariat and the Mnistries?

A That very nmuch depended by chapter
by chapter.

Probably in this one, it was probably
being dealt with at that point wth the
secretari at.

Heal th and education and busi ness
subsi dies, | would have been nuch nore actively
engaged at that point.

458 Q Ri ght.

Slots at Racetrack Program was very,
very low on the totem pole of things you personally
were | ooking at; correct?

A | -- just in terms, | followed the
noney, the big noney. 75 per cent of the
governnment spending is in health and educati on.
That's where | spent the vast majority of ny tine.

459 Q Ckay. And so soneone or sone
persons in your secretariat, along wwth their

counterparts in Finance, were working on the
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content of your report with respect to the Slots at

Racetrack Programrevenue share; fair?

A Well, | have to add an additi onal
di mension to it, because again, there was two parts
of it. As | was saying before, the central focus
was on the recommendations as you saw i n that
evergreen docunent. So all of us, and very nuch
nyself, were very nuch focused on that.

These exchanges are largely around the
words that are providing the background on the
reconmendat i ons.

Q And how t hose recommendati ons were

to be inplenented, is that fair?

A No.

Q Ckay. Well, let's take a | ook at
this.

A W were not involved in

| npl enentation at all.
Q Let's take a | ook at this.
Decenber 6, 2011, 1:29 p.m:

"As you know, the Drummond
papers were distributed again | ast
night. Edits are due to Kasia by
noon tonorrow. "

| s Kasia is a nenber of your
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secretariat? K-a-s-i-a.
A No, | don't know.
463 Q  Ckay.
A There's the nane above, and |
don't know that person.
464 Q Al right. And we see that
Ms. Yeigh, at the top of the page, identifies
proposed | anguage, right? Do you see that?
A Yes, | do.
465 Q And | presune it was not unusual

for you or your secretariat to receive proposed

| anguage fromthe Mnistry?

A Mnistries plural.
466 Q Correct. The Mnistry affected by
t he recomendation, right?
A Correct.
467 Q Ckay. In fact, in order to

conpose a report of this scale, you had to rely
very heavily on Mnistry input, right?
A No. | wsh that were the case.
That was not the case.
468 Q Ckay.
A W relied quite heavily on Finance
work, particularly fromthis group, the Treasury

Board. The original notion of why |I only had four
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peopl e on the secretariat is the bulk of the work

will be done by the Mnistries and that did not
work well at all.
Q So you relied heavily on support
fromMnistry of Finance?
A Correct. In alnost all of these
chapters, in alnost all of these areas.
Q Thank you. That's hel pful, and I
see Ms. Yeigh here proposing | anguage whi ch says:
"Review its current forns of
financial support provided to the
horse racing industry through the
Provi nce's pari-nutuel tax reduction
and the Slots at Racetracks Program
and rationalize the | evel of support
fromthe governnent to the industry
so that the industry reverts to
being primarily and appropriately
sustai ned by the wagering revenue it
generates. This rationalization or
financial support should be done in
a phased manner that is infornmed by
and consistent with the governnent's
approach with respect to its

busi ness, agricultural, rural
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subsi di zati on prograns.”

Do you see that?

A Yes, | do.

Q And does that make sense to you?

M5. MACHADO  Sorry. \Wat do you nean,
"does that nmake sense"?

BY MR LI SUS:

Q Does the rationalization of a
financial report being done in a phased manner nake
sense to you?

A It's not consistent wth what |
was recommendi ng because it al nost prejudges the
nature of the review

Q And by "the review', you nean the
eval uation?

A The evaluation. Sorry.

Q Ckay. And so you wanted an
eval uation that didn't have any prejudgnent and was
just a full, conplete evaluation fromthe ground
up? |Is that what you're saying?

A Correct.

MR LISUS: Al right. That's the next
exhi bit.

MR. MATTHEWS: CRE 79873, Exhibit 7.

---EXHBIT NO 7: E-mil, Doc ID
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Nunber CRE 79876.
BY MR LI SUS:
475 Q And | presune why this wasn't

consi stent with what you were thinking about when

you said evaluation, was it presuned that there

woul d be a staged phasing out?

A The phasing out seened quite
preci se as an out cone.

M5. MACHADO  "Seened quite
precise...?"

THE W TNESS: As an outcone of a
revi ew -

M5. MACHADO. "...as an outcone.”

THE WTNESS. --and, you know, as
opposed to doing it right away or delaying it for
five years. Phasing out seens kind of detailed for
an eval uation that hasn't been done.

BY MR LI SUS:

476 Q Right. And just listening to what
you sai d about Finance's involvenent, and it nade
me recoll ect what you said a little while ago about
sendi ng drafts of your report to affected
m nistries.

A Yes.

477 Q Did you send a draft of your
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report as it pertained to the Slots at Racetrack

Program to OVAFRA?

A | do not know that, and if it was,
It woul d have been done by the secretariat. Either
| don't know or | don't recall.

478 Q kay. Are you aware that
M. MMeekin made comments publicly that he heard
about the cancellation of the Slots at Racetrack
Program when the public did?

A No, I'mnot aware of that.

479 Q kay. | take it, sir, that you,
as you sit here today, do not have a recollection
of being involved personally with the Mnistry of
Fi nance about the | anguage to be put in your report
concerning the Slots at Racetrack Program revenue
share, right?

A "' m not sure what you nean by
t hat .

480 Q As you sit here today, you don't
recall speaking wth anyone fromthe Mnistry of
Fi nance about what your report would or should say
about the Slots at Racetracks Programrevenue
shar e?

A Well, as | said, | did not deal

wi th anybody other than ny secretariat directly.
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As an exanple, | either don't recall or |I never saw

t hat suggested | anguage that you've just showed ne.

481 Q No. Fair enough. So | think that
answers ny question, and I want to make sure | got
it.

You, yourself, didn't have any direct

contact --
A No.
482 Q -- With Mnistry of Finance?
A No.
483 Q And you don't recall, as you sit

here today, having any direct dialogue with a
menber of your secretariat about the |anguage to be
i nserted in your report about the Slots at
Racetrack Programrevenue share, right?

A No, | don't.

484 Q Ckay. but it was consistent wth
t he process that was being followed for | anguage to
be proposed or suggested by the Mnistry for your
report, and you would ultimately sign off on it or
not, but It was --

A Yes.

485 Q So, for instance, if | take a | ook

at the e-mail CRE 80428...

---(Wtness review ng docunent.)
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BY MR LI SUS:
486 Q ...we're still in early Decenber.
Are you with ne?
A Yes.
487 Q The | anguage and data points in

this proposed text for your report was all provided
by the Mnistry of Finance; correct?
A Correct.

488 Q You didn't know anyt hi ng about

racing jurisdictions across North America, right?
A. That cane fromthem yes.

489 Q Right. And | take it you didn't
know t he background of the pari-nutuel tax
reduction in 1996 or thereabouts?

A Only what | |earned fromthem

490 Q  Okay.

MR LISUS: That's the next exhibit,
pl ease.

MR MATTHEWS: CRE 80428, Exhibit 8.

---EXHIBIT NO. 8 E-mail, Doc ID
Nunmber CRE 80428.

BY MR LI SUS:

491 Q And you didn't have a view, one
way or another, about how Ontario's horse racing

I ndustry conpared to other horse racing industries
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across North Anerica; correct?

A | formed a view on the basis of
that informati on as we saw that background of how
many races there were, how nuch was bet per race
and what the degree of governnent involvenent was,
but again, ny body of information cane fromthese
reports.

492 Q Do | see in your report how many

races there are and how much was bet on a race?

A. Vell ..
493 Q Tell me where you' re | ooking.
A. l"'m-- I'"msorry. |'mjust

referring back to page 316, British Col unbia has
six race tracks, --
494 Q Ckay.
A. --seventeen tines; Alberta, five

racetracks.

495 Q Got it. That was all just given
to you by Fi nance?
A That's correct.
496 Q You didn't investigate it
yoursel f?
A | did not.
497 Q And so what ever you say on page

316 about the horse racing industry as conpared to
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other jurisdictions is information given to you by

Fi nance which you didn't check or --

A Just to clarify, given to nme from
ny secretariat, in turn from Fi nance.

Q Ri ght, but you didn't do an
| ndependent check of it or audit of it; correct?
You accepted it as accurate fromthe Mnistry of
Fi nance?

A. | did accept it as accurate.

Q kay. And because you weren't
doi ng an eval uati on, yourself, you didn't go back
to Finance through your secretariat to say: Wl
how many peopl e are enpl oyed, What will the inpact
of a change on the share be, What wi || happen to
t he breeding sector, et cetera, right? It just
wasn't your nandate?

A VWll, I would just add not -- just
because | didn't -- | reconmended an eval uati on,

but again, yes, because that was not in nmy nandate.

Q Yeabh.

A My mandate was to elimnate the
deficit.

Q And simlarly, when you say in

your report:

“"Ontario's approach is
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unsust ai nabl e --

M5. MACHADO Sorry. \What page are you

on?
MR LISUS: 316.
MS. MACHADO: Ch. Still? Okay.
BY MR LI SUS:
502 Q Bottom of the first paragraph:

“"Ontario's approach is

unsustainable, and it is tinme for

the industry to rationalize its

presence in the gam ng narket pl ace."

Whet her or not Ontario's approach was
sustai nabl e fromthe perspective of horse racing
| ndustry conparatives or econom cs, wasn't
sonet hi ng you had eval uated or investigated? You
were just accepting as given to you by Mnistry of
Fi nance?

A That is correct.

503 Q Ckay. And we tal ked about the
manner in which information found its way in your
report. | want to show you another e-mail, CR --
oh, no, OLG 995.

M5. MACHADO |Is there a docunent
attached that you want to...?

MR LISUS: One.
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1 MR. MATTHEWS: Do you want the

2 attachnment ?

3 MR LISUS: Sure.

4 BY MR LI SUS:

5 504 Q | take it you don't know Tom

6 Marinel li?

7 A | do not.

8 505 Q Pr eet Dhi ndsa?

9 A No.

10 506 Q P-r-e-e-t D-h-i-n-d-s-a or--

11 A. No.

12 507 Q - - Sam Heat h?

13 A No.

14 508 Q Ckay. And this is an e-nmil that
15 is froma M. Aguzzi, A-g-u-z-z-i. | take it you
16 don't know hin? | think it's a "Mster".

17 A Again, | --

18 509 Q It's not a "Mster".

19 A. Possi bility these people m ght
20 have been at that one neeting | had, but | don't
21 recal | .

22 510 Q "Pl ease find attached a

23 fl eshed-out narrative design to be
24 parachuted into the Drunmond

25 Report."
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A Very hel pful.

511 Q And what do you nean by that?
A Wll, sort of presunption that |
w |l take whatever they're giving ne.
512 Q And it's reflecting discussions

wth senior folks at MOF, Mnistry of Finance,

right?

A Yes.

513 Q And it says:

"The purpose is to precondition

for change."
Do you see that?
A Yes.

514 Q Were you aware of what changes the

Mnistry of Finance was contenplating to the
revenue sharing at Slots at Racetrack Program as of
Decenber 15, 20117

A | was not.

515 Q They had never told you that they
were contenplating cutting the revenue share
entirely?

A No.

MR LISUS: That's the next exhibit.

MR. MATTHEWS: COLGSB 995, its
attachnment, OLGSB 996, together as Exhibit 9.
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---EXHIBIT NO. 9: Doc |ID Nunmber O.GSB

995 and attachnent, Doc | D Nunber OLGSB 996.

BY MR LI SUS:

516 Q | just want to understand
sonething, M. Drumond. | think you used the word
"subsi dy".

A The report does have one reference

to subsidy, right.
517 Q | take it that subsidies can cone
in a nunber of forns?

A Yes.

518 Q Busi nesses can be subsidized in a
nunber of ways, right?

A Yes.

519 Q They can be subsidi zed by a
provision of a loan that is to be repaid?

A Yes. Well, it would -- in that
case, it would be only classified as a subsidy if
it was bel ow a nmarket rate.

520 Q Right, in terns of the interest
rate and in terns of repaynent, correct?

A Yes.

521 Q A subsidy can cone in the form of
a guarantee of liability?

A. Yes.
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Q A subsidy can cone in the form of

an investnent, right?

A Yes.

Q And there are many industries that
recei ve various kinds of subsidies, investnents,
guar antees, |oans, from public authorities;
correct?

Yes.

Aut onotive is one?
Yes.

Aer ospace i s anot her?
Yes.

What el se?

> O >» O >» O >

Forestry. The m ning sector has
preferential tax treatnents. Virtually every
sector has sonme form of accel erated depreciation,

for many machi ne or equi pnent --

Q In the manufacturing sector?

A For al nost all sectors,.

Q Al nost all sectors of the econony
have sone --

A. Sonme form of subsidy.

Q O anot her?

A Yes.

Q Fi nance? Do banks have sonme form
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of a subsidy?

A That woul d be in the | ooser
generation. They have a preferential treatnent in
terns of the widely-held rule, which is hugely

preferential .

Q Ri ght .

A. Strictly speaking, it's not a
subsi dy, but...

Q It's an advant age?

A It's an advantage, definitely.

Q Ri ght .

| take it you aren't aware of the
process by which the final |anguage in your report
about Slots at Racetrack Program cane to be in
there, the precise e-nail on the precise day, and
the point at which the | anguage was i ncor porated
into the Final Report? You don't recall that,
right?

A. | have to parse that statenent
sonmewhat .

Q A clunmsy statenent. | wll give
It to you again, okay?

W' ve reviewed a nunber of e-mails
pursuant to which | anguage for your report is

di scussed, right?
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A
Q

putting to you because you aren't on the e-mails,

right?
A Yes.
536 Q But | have understood your
evidence to be that it was consistent wth the

Page 122
Yes.

And there are many others |'m not

practice that the secretariat and you or sone
conbi nati on thereof would consult with the Mnistry
about proposed | anguage in the report?

A "1l have to parse that a little
bi t,
repeating what |

particularly in the consult. Again, just

sai d.

First of all,

you keep referring to ne.

It is the Comm ssion's report. There's four

Comm ssioners, so it's not ne. There's three other

people involved in this process. It is our report.
It is not the governnment's report. It is not the
M nistry of Finance's report.

VWhatever is in here, whether it was

drafted by us personally in the first place or

drafted by sone junior official

In some mnistry,

it
and that's why,

consulted to our

s our responsibility.

when you consult,

W own it. |

wel |,

t

we

IS ours,

pur poses.
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We didn't have a nmandate. W didn't

have a need to consult. Nothing is in here
that's -- the Comm ssioners are not aware of and
di d not approve of.

Q | think you're thinking about ny
guestion in a way that you needn't be, okay?

| "' m not suggesting this isn't your
report. |'msinply observing that the content of
the report, certainly as it relates to horse
raci ng, appears to have been at |east a
col | aborative exerci se between your side, being the
Conmi ssioner's and the secretariat and the Mnistry
of Fi nance.

Can we agree on that?

A Well, | even have trouble with the
“col | aborative" word.

| nmean, they served us. They are at
our direction.

Q But, M. Drunmmond, | am seeing
par agraphs drafted by Finance for inclusion in the
report. And | can --

A. So | can tell you, of this report
of 553 pages, you will find probably 1,000 tines
t he anount of material you have here of the sane

thing fromother Mnistries and al nost none of it
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made it into the report.
539 Q  Okay.

A That was the nature of it. The
departnents wanted virtually everything to be
changed and literally none of it was.

540 Q Well, that's hel pful because | see
that the | anguage in your Final Report pretty
cl osely tracks what was provided to you by -- what

was provided by the Mnistry of Finance in these
e-mails.

A So what you have shown ne, we can
see on the factual basis that is drawn fromthere,
we can see sone of the |anguage is in here, and we
can al so see that sone of it, such as phasing out

t hings over tine, was not into the report.

541 Q Right.
Let's take a | ook at anot her e-nmail
together, then, on this point; 90... Sorry.
CRE 18318.
And | want to... |'mnot inpugning
you, M. Drummond. | want you to understand that.
A Ch. | don't take that, at all,
but - -
542 Q Al'l right.
A --1 don't--
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543 Q Let's take a | ook at this
t oget her.
A --think you're accurately
descri bi ng the process.
544 Q Vell, let's take a | ook at this
t oget her.
Here's an e-mail from Ben Vali do,
V-a-1-i-d-o0, at Finance to Murrris Ilyniak,
|-1-y-n-i-a-k, Decenber 15, 2011:
"We had a briefing with our
You understand that to be Deputy
M nister?
A Yes.
545 Q Who was that? Who was Deputy
M ni ster of Finance in Decenber 20117?
A That woul d have been Steve Osini.

546 Q "“...this week, and we are
proposing the follow ng text repl ace
current text in Chapter 10 and 10-8
(ph) recommendati on, page 13 re
Horse Racing Industry." [As read.]
Are you with ne there?
A Yes.

547 Q Let's take a | ook at page 316 now.
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The e-mai |l says:

"Ontario's horse racing
I ndustry i s anot her area where
Provi nci al Governnent subsidies to
racetracks and horsepeople to
require a review and adjustnent to
realign with the present-day

econom ¢ and accountability

realities.”
Ri ght ?
A. Yes.
548 Q The report says:

"The horse racing industry is
anot her area where subsidies to
racetracks and horsepeople require a
review and adjustnent to realign
wi th present-day econom c and fi scal
realities.”

Pretty close, right?
A. Well, | think you have to be
cauti ous here. Read above that:

“"We are proposing the follow ng
text replace the current text."

That is -- what you're reading here is

not necessarily new proposed words. This mght --
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"' m not saying one way or another. | don't know.

89 per cent of what you're reading here

m ght just be a repeat of what was in the draft

al r eady.

Q Ckay. Well, look, I can track
e-mail to e-mail to e-mail to your report. |'m not
going to do this right now with you, but -- because

|"mgoing to invite you to consider ny question.

Wth respect to the horse racing
section of your report, the content of the report
substantially tracks information provided to your
team by Mnistry of Finance, right?

A Correct.

Q Thank you. And it also
substantially tracks the presentation of that
i nformation provided to your team by Mnistry of
Fi nance; correct?

A Sorry, what do you nmean by
presentation?

Q The manner in which the data is
presented in your report substantially tracks the
manner in which it was provided by Finance to your
team fair?

A | mght just quibble with the word

"substantially". | nean, | can see fromtracking
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these to the final version that quite a few things

are changed, and the order of things are changed
and a lot of the information in these is not in the
report, so | don't know about the "substantially"
part, but in general, yes.

MR LISUS. Ckay. D d we mark that
e-mail as an exhibit?

MR MATTHEWS: No. Exhibit 10, CRE

18318.

---EXHIBIT NO. 10: Doc ID Nunber CRE
18318.

BY MR LI SUS:

Q If | continue with the second

sentence, we see in the e-mail:
“I'n addition to revenues from
wagering since the late 1990s, the
I ndustry has benefited froma
provincial tax expenditure."”
Look at the second sentence on 361:
“I'n addition to revenues from
wagering since the |ate 1990s, the
I ndustry has benefitted froma
provincial tax expenditure, a
reduction to the provincial

pari-nmutuel tax."
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Right? It's identical.

A. But again, we don't know the

origin of this. Again, this is replacing the text

that's already there. It may just be repeating
what was al ways -- what was there previously.
553 Q But, sir, we've already agreed

t hat neither you, nor anyone on your secretariat,
was an expert or know edgeabl e about the horse
raci ng industry, right?

A. | agree with you, and | said the
bul k of that information canme fromthe Mnistry,
but you're trying to get nme to acknow edge t hat
these e-mails are the source of the information,
and | cannot say that because they are reconmendi ng
this replace sonething that was already there. It
could be 90 per cent of a repeat.

554 Q Ckay. But fair enough. Wat you
can agree with me, and | think you have it, that no
one on your teamwas a nenber -- was an expert in
t he horse racing industry?

A That is true.

555 Q No one on your team woul d have
known the data, right?

A. | won't venture too far in that,

and the precise details and all of this, no. Sone
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of it, perhaps.

556 Q  Okay.

MR. MATTHEWS: Are you done with that
e-mail ?

MR LISUS: Sure.

|'' mnot going to be nmuch | onger with
you, M. Drumond.

---(Discussion off the record.)

MR LISUS: kay.

MR. MATTHEWS: Break for five m nutes.

---Recess at 12:57 p. m

---On resumng at 12:59 p. m

MR LISUS: Ckay. Those are ny
questions for you, M. Drumond.

THE W TNESS: Ckay.

M5. MACHADO  Shall we switch seats,

t hen?
---(Discussion off the record.)
EXAM NATI ON BY Ms. MACHADO
557 Q Good afternoon, M. Drummond. |

just have a few questions, nostly just to get sone
clarification on the information that you already
provided today, so | wll try not to repeat that
has al ready been asked.

Can you tell ne alittle bit how you
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came to be assigned or asked to conm ssion what
came to be known as the Drummond Report?
A. It probably started back in 2003

when the Liberal governnent first cane into power,
and | received a call fromthe CEO of the TD Bank
Ed d ark, who had, in turn, been contacted by the
premer, that he didn't like the transition
briefing books that they got on econom c and fiscal
matters.

And there was a request that I, |
guess, rewite the transition briefing books and
that sort of was ny introduction to sone
I nvol venent in Ontario fiscal policy.

And | had done a couple of assignnents
for themin between, and when Dw ght Duncan call ed
me to ask nme this, he said he had asked ne because
nost people he would give it would just go and
sl ash and burn everything, and that's not what they
want ed.

They wanted it to be done in a fair
manner, and he thought, fromwhat | had done for
them previously, | would do that.

And | also -- as | said, the bulk of ny
time was spent on health and education, and | had

done a major report for the Ontario M nister of
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Heal th, Deb Matthews, at the tine in 2010, so |

think that was probably a reason why they picked
me, as well.

Q kay. And what are your
gualifications?

A. So I'm an econom st by educati on.
|"ve worked for 23 years for the Federal Departnent
of Finance, always in the budget-nmaki ng capacity,
so an awful |ot of experience wth budgets.

Wen | went to TD Bank, | thought I
probably would no | onger be involved in public
policy, but | encountered two successive CEGCs that
had quite an interest in public policy, and then I
did a variety of projects for the Federal
Governnent and for various provincial governnents
when | was at the TD Bank.

Q Ckay. So when you first get
started and sit down to start considering what
becones a behenoth of the report, do you start with
t hi nki ng about recomendati ons? Do you start
meeting wth people? Do you start with docunents?
How do you start?

A. Well, the starting point was,
because it was a singular mandate, about how to get

rid of their deficit, so a bal anced budget for
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2017, 1 had to figure out how big their problem

was, and they did not have a view on that.

In my | anguage, |'ve used what was the
status quo look. So if you didn't change any
public policies vis-a-vis April 2011 and just I|et
everything run that way, how big would the deficit
be.

And | think we shocked everybody when
we calculated it would be al nost 30-billion,
because they had budget projections that showed it
was going to fairly substantially on its own, and
basically, we said, 'Wll, those aren't valid views
of it. This is actually going to get bigger.'

So that was their starting point, just
defining what the problemwas and then just
t hi nki ng, how can we draw billions and billions of
dollars out of their spending and do it in a manner
that's supportive of the econony and supportive of
peopl e.

Q kay. So, as a next step, when
you're |l ooking at any Mnistry, |ike Education or
Heal th, do you start neeting with a whole bunch of
people in order to consider what recomrendations
you are going to be providing or how do you cone to

a reconmmendati on?
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A So, yes, our... W would |ook at

t hi ngs from how nmuch the spendi ng was, what the
pattern of the spending was, think about it a bit
oursel ves, and then the next step was al ways
meeting with the Mnistry responsible, quite often
wth the Mnister, but particularly with the Deputy
M ni sters and Assistant Deputy M nisters.

| should al so add, because it nmade ne
thi nk about it, I -- now | know there are 4-inch
D-ring binders, and | saw sone here today. |
didn't realize there were 4-inch Dring binders.

| got lots of those when we started
because the governnent had tried to do this
exercise tw ce thensel ves and had failed both
tinmes, and it all cane down to the Mnistries,
qui t e understandably, never wanted to offer up any
savi ngs.

They had a $200-nillion budget, and if
you asked them how you could cut their budget, they
al ways said, 'It's inpossible. You can't do it.
You can't take a cent out of ny budget.'

And t hese exercises generated paper
after paper with no result.

So | couldn't start that way because

they weren't going to offer it, so |l had to
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under stand what they do and then try to think of

ways of doing it better, nore efficiently, or if it
was a governnent business enterprise, howto raise
mor e noney.

Q kay. So you considered the issue
surrounding that mnistry or that departnent before
you would go in and start neeting with people to
discuss it with thenf

A. That's right, and then we net with
them and then again, depending on the sector -- so
health will be a good exanpl e.

W net with approximtely, at |least, a
dozen outside groups. For exanple, | net with the
Ontario Hospital Association four tines, because
they actually had sonme really good ideas where
noney could be taken out and actually inprove the
qual ity of health.

W nmet with the [arger universities and
col | eges, for exanple, when we did the
post - secondary educati on sector.

Q kay. So once you got in mnd a
particul ar recomrendation, whether it's before
that, the first neeting that you have w th whatever
group or association or whether it's after, how do

go about then putting pen to paper on the
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reconmendati on and the text that's around the

recommendat i on?

A. So this was the third type of
comm ssion like this | had done, and all of them |
had started that the focal point is the
recommendation. It keeps the m nd focused.

You don't start witing 600 pages and
then try to extract the recommendations. You focus
on them and then you build a narrative around that.

So we had this vehicle called the
evergreen recomendation list, and as soon as we
had an idea, we put it into there. It was draft,
and it could change. It didn't have to be perfect.

And we all had two sections of it, one
wher e everybody had agreed on things, even though
we subsequently changed it, and then if sonebody
el se, an individual, who m ght have been on the
secretariat, thought that they had a better idea,
they could put it into the draft section, but they
couldn't put it right into the one we had all
agreed on.

So we sort of had two tiers of these
ever green recomrendati ons.

Q kay. And can you recall when you

cane up with the recommendati on surrounding the
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Slots at the Racetrack Progran? Was it before the

meeting with OLG or after?

A No, it was after the neeting. It
was very closely after the neeting.

Q kay. Did you have any thoughts
prior to entering into that neeting? Had you done
the research that we were tal ki ng about before?

A No, | had not.

Q Ckay. You've nentioned that your
experience wwth the Mnistries wasn't as
satisfactory as you'd liked for it to have been
because they understandably don't want to cut their
budgets, | guess?

A Ri ght.

Q You' ve al so spoken about the
i ndi vidual s at Treasury, who are a departnent of
the Mnistry of Finance.

How was your experience with them
different, if at all?

A So there was two difficulties with
the Mnistries.

The first one, they never wanted to
vol unt eer any savi ngs and, secondly, when they
wote sonething, and they -- | just glanced at the

material | was shown recently that was given to ne,
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| guess, for possible inclusion fromOLG was

synptomatic of virtually everything we got.

It basically describes how great they
are. It says, 'W do everything really well,"' and
my context was, 'Well, wait a mnute. The
governnent is saying there's a problemhere. You
can't just say that you're doing everything really
wel | .

| don't blame them That's what they
do. That's instinctively how they wite things,
but it wasn't -- it wasn't the voice that was
appropriate for the Conm ssion.

And the people who were in the Mnistry
of Finance and this group of the Treasury Board
didn't feel that they had -- or they didn't have to
defend a particular Mnistry or a particular
program

They could wite about it nuch nore
obj ectively, probably because, in their mnutes to

Fi nance, they probably had a greater buy-in to the

need to elimnate the deficit, as well, so they
didn't -- weren't kind of throwi ng up these
obst acl es.

And they wote in a voice that was nuch

nore consistent with what | was trying to
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establish, so | could actually use their draft

mat eri al .

| ended up really not using anything
that came fromthe draft material fromthe other
Mnistries.

Q So goi ng back to how you rendered
your concl usions about -- or your reconmendations
rat her about OLG and your suggested changes about
its enterprise, how did you cone up with those
recommendati ons so quickly after sort of an hour of
meeting wth thenf

A It really just struck nme in the
meeting of an hour that things could be done
better.

| nmean, | don't think anybody coul d
agree. (Cbviously, there was sone inefficiency in
t he expenditure side. Nobody would stand up and
say it was a great policy to have two headquarters
and have two casinos in the same cities.

Those are a bit of accidents of
hi story, but no one was really -- | just didn't
have a sense that they were driving those mandates
of increasing the dividend that they could pay to
t he governnent and -- you know, perhaps, | have

| ear ned today there was sone kind of broader review
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going on at the tine. They weren't really sharing

that with ne, but it just struck nme that they can
do better here.

There are probably sone expenditures
t hey' ve got that they don't need to nmake, and they
coul d probably increase the gross revenue |line, and
you can tal k about what to do about that
afterwards, but the pie could be grown if they
approached it differently.

Q kay. I n your recommendati ons,
did you cone to thementirely on your own or were
t hey suggested to you in that neeting?

A. They didn't really suggest too
much in that neeting, no.

They really cane out of the
conversation of listening to themand, as | said, |
was quite intrigued about what they were sayi ng,
that they didn't find a big correlation between
peopl e who went to the sites for the horse racing
and the people who would nornmal |y ganbl e.

And | was a little bit disappointed
that at no point, was there really any
substanti ati on of that.

Soit was in ny mnd and it was

sonething | thought that needed be part of an
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eval uation, but | didn't really have a |ot of facts
around it.

569 Q Was it at that neeting that you

found out how nuch noney was com ng out of the
Slots at the Racetrack Programor did you know
about that already?

A | probably knew that already. So
while there was really nothing of use in terns of
hel ping to get a bal anced budget fromall these
4-inch Drings, there were descriptions of prograns
In there.

570 Q  Okay.

A | don't recall whether | first
read it in there, but sonething |ike that may well
have already been in there. Like certainly the
fact that they had two casinos and two headquarters
woul d have been in that background material.

|'msure | didn't hear that for the

first tinme in the neeting wwth OLG and | read all

of these --
571 Q Unfortunately.
A. -- 4-inch Drings, so in every
area, | had a fair bit of background before | net

t he respective parties.

572 Q kay. So when | asked you earlier
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I f you had done any research, perhaps you weren't

considering reviewing all of this background
mat eri al ?

A Yes. | should have consi dered
t hat .

So two rounds of internal reviews, the
governnents, and all the docunents that were
produced fromthat, and all the reports of the
Treasury Board that cane out of that; | did review
that very early in the process, probably in the
spring of 2011.

573 Q Ckay. Your secretariat nenbers;
woul d they check or sort of audit any of the
i nformation that they were being fed by the various
Mnistries to ensure it was correct?

A Certainly, everything that cane
fromthe Mnistries. And again, they wuld have
been assisted fromthe people in the Mnistry of
Fi nance in that group.

Whet her they did that fromthe Mnistry
of Fi nance, --

574 Q You don't --

A --1 suspect probably not because,

again, they woul d probably feel these are people

that are not there to protect sone particular
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program They probably have an objective view.

Q Ckay. But you don't recall
specifically one way or another when it cones to
the recommendations that were at issue today?

A Certainly, in the ones we're
tal ki ng about here, | don't renenber any of the
i nformati on being given to the secretariat or ne
bei ng questioned by the secretariat or by ne in

terns of the factual i nfornation.

This 4-billion and 17 racetracks and
that; | don't recall anybody questioning that.
Q It's pretty remarkable, to ne,

that you and your team sort of goes in and then
tells the governnent sort of this macroeconom c
policy on areas that are as diverse as, you know,
heal th and education and horse racing and sort of
everything el se.

Did you have individuals who were
specialists in each of these areas on your
secretariat?

A No. The head of the secretariat
had a deep background in transportation which,

i nterestingly enough, has alnbst no -- nothing in
the report on that.

No. The others were quite specialized
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in their background, and they were all quite young

and not that experienced, so, no, there wasn't a
deep experience.

And there was -- on ny Comm ssion, we
had -- well, one of the gentlenen was a forner
Assi stant Deputy M nister of Education in the
Ontario Governnent, and he's a president of a
university, and | had the dean of the Ivey Business
School. So a |ot of deep expertise on the
Comm ssion, itself, in education. And a senior
vi ce-president from CAVH, so we had expertise in
heal th on the Comm ssion, as well.

So it wasn't that we didn't have sone
bodi es of expertise, but didn't have a |ot.

577 Q Right.

| guess what |I'magetting at is, how do
you cone up with recomendations in these areas if
you don't necessary have an expertise in that
particul ar area?

A. Well, this is where -- you know,
as | felt it at the time, but |ooking back in
retrospect right here today, you know, you can see
that the Racetrack Programis kind of an anonmaly of
the entire report.

Virtually everything el se, we would
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have probed further than that. W would have cone

to a nmuch nore pointed recomendati on.
578 Q Ckay.

A Wiy didn't we do that in this
area? Probably because we were a little bit on
thin ice because we weren't even supposed to | ook
at the revenue, and here, we're | ooking at the
revenue.

It also cane late in the process and,
frankly, when you're trying to close a $30-billion
gap, you put nost of the enphasis on the big dollar
spendi ng, which was health and educati on.

So in those cases where we didn't have
the informati on we needed, we went out and got it.
And, you know, it was one of the things -- you
know, the CEO of the University Health Networks,
call themup. You could see himin an hour. Like,
that was the way it worked.

Peopl e were phenonenal | y cooperative
when we asked for information or to neet them

M5. MACHADO  Thank you. Those are ny

guesti ons.
THE W TNESS: Ckay.
EXAM NATI ON BY MS. S| NNADURAI :
579 Q M. Drummond, | have a few

Www.neesonsreporting.com
(416) 413-7755 (888) 525-6666


http://www.neesonsreporting.com

© 00 N o o B~ W N P

N N D N NN P P P PP PP PR
g A W N P O © 0 N O O A W N P+ O

Seelster Farms Inc., et al. vs Her Majesty the Queen In Right of Ontario, et al.
DRUMMOND, DON on December 14, 2017

580

581

582

) Page 146

questi ons.

A Yes. (Kkay.

Q I f you could turn to page 408 of
your Conmi ssion Report.

A Mn hnm

Q You spoke to this during your
Exam nation earlier today, as well, but your

reconmendation on the Slots at Racetrack Program
was to evaluate or review on a val ue-for-noney
basi s?

A. Ri ght.

Q What does that nean? What is a
“val ue-for-noney eval uation"?

A Well, | guess, putting aside just
exactly the word for word of the value for noney,
what | had in mnd was on both side of it; Can you
change things to increase your gross revenue flow
and then do you need to give up that nuch of your
gross revenue flow? Those were the two ends | was
| ooki ng at.

So | didn't -- you know, |
woul dn't have anticipated it was solely | ook at
what percentage they were giving to the horses and
the facilities and the nmunicipalities but, first of

all, just looking at are there ways you coul d draw
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In nore gross revenue, and then whatever that gross

revenue is going to be, you know, nake sure do you
really need to give up 25 per cent of it? Could it
be a small er percentage of that?

583 Q You spoke earlier today about your
mandat e being to review spendi ng and to nmake
recommendations to reduce the deficit.

A. Wll, to elimnate the deficit to
be precise by 2017, '18.

584 Q Did you have an understandi ng of
t he consequences facing the Province if that goal
was not achi eved of reducing the deficit or
elimnating the deficit?

A. | nmean, as an econom st and
sonmebody who specializes in public finance, | did.

We do talk about it a little bit in the report, but

not that nmuch. | nean, the mandate was given to
us. It was a perfectly reasonabl e nmandate. |
wasn't questioning it. | didn't think that the

governnment needed us to give a sales pitch, but it
made sense to ask us what we do. W took that as a
given, and we went and dealt with how you m ght do
it.

585 Q Al right. If you could indulge

me, what woul d the consequences have been if the
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deficit could not be reduced or elim nated?

A Vel |, one of the ones that has
happened because of the tine it's taken to bal ance
t he budget and, of course, the percentage of all
the tax dollars that people pay to the Ontario
Governnent in a sense gets wasted because an
I ncreasing portion of it goes to cover interest in
t he public debt.

So if any of us gives a dollar of our
taxes to the governnent, we hope that we get
sonet hing back in return, but you're not. You're
just paying for sonething that sonebody el se
consunes in the past.

And that nunber, interestingly enough
in Ontario today, is a higher portion than it was
in the early 1990s where interest rates were triple
what they are today. So it's siphoning off the
resources it could have used productively.

The Province was having a greater
difficulty borrowi ng noney. They got sone credit
downgrades in the process. |If they had not dealt
with this program they woul d have got others that
woul d have created sone difficulty in borrow ng
noney. It would have raised the cost of borrow ng

noney, and again, that's wasted resources for the
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econony, that's wasted resources for the residents

of the Province.

Q You just spoke about certain
Mnistries not being as forthcom ng about offering
potential savings as one of the reasons why you
conducted the review the way you did.

Did you understand that sonme of your
recommendati ons woul d i nvol ve making difficult
choi ces?

A Oh, | was under the understanding
virtually everything we were recommendi ng woul d be
difficult choices. |If that hadn't of been the
case, |'msure they would have al ready have done
t hem

| mean, | -- it's not that all these
reconmendat i ons were new i deas and no one had
t hought about them before. They had probably --
sonebody probably had t hought about these -- sone
of these things before and decided -- but no one
was really forcing themdo it, and they were going
to be difficult to do, so they just frankly would
rat her not bot her.

Q O the reconmendati ons you made in
the report, how many have been adopted by

gover nnent ?
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A | only have two points of

reference on that. Twi ce in budgets they have
referred to the nunber, and it was around 75 per
cent when it was |ast reported.

| have, on two occasi ons, been shown a
spreadsheet fromthe governnent, and it has down
the |l eft-hand side the 366 reconmendati ons and
their status, and that is where they drew the 75
per cent nunber from

And | was given about an hour to review
it, and I was kind of surprised, because | think
nost people think that a smaller portion of them
t hat have been done by 75.

So | was sort of expecting to see naybe
t hey had bi ased or padded it sone way and |
actually found it in the other direction; that
there was a fewthings, like in -- in health, for
exanpl e, we had recomended i ncreasing scope of
practice.

And just as an exanple, now pharmacists
can give vaccines. And | said, 'Wll, you know,
that's increasing the scope of practice. So you've
actually done sonething in an area and you didn't
gi ve yourself credit for that one.'

So there was a couple of areas where
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actually found that the 75 per cent nunber was

probably a little bit |ower.

But anyhow, those two brief references
I n the budget and then that one glinpse | had of
t hat spreadsheet sort of indicate about
three-quarters of the recommendati ons have been
I mpl enent ed.

Anot her way of looking at it, the |ast
time | sawit, only nine of the recomendati ons had
been categorically rejected. So, one of the ones
and the highest profile of that would be full-day
ki ndergarten. So, the Premer, in fact, alnost
| medi ately upon receipt of this, said, "No. |I'm
not stopping that. |'mnot slow ng that down.

We're proceeding with that one.'’

588 Q Ckay. Turning to page 316 of your
report, recommendation 11.11, you spoke earlier
t oday about the $4-billion to the horse racing
I ndustry- -
A. Ri ght.
589 Q --over the course of SARP

G ven what you spoke to earlier today
about being an econom st and your background in
econom cs, does that reflect an industry subsidy?

A Well, as we were discussing
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previously, a "subsidy" has various different

definitions.

It would reflect a subsidy if the noney
t hat was goi ng back wasn't related to the increase
I n the governnent revenues fromthe slot
operations, itself.

And that struck nme as a possibility,
given this reference fromOLG There didn't seem
to be a lot of correlation between people who went
to the facilities to watch the horse races and the
peopl e who were interested in ganbling.

M5. SI NNADURAI: Ckay. Those are ny

guesti ons.
MR. LISUS: | have got a couple of
guestions. | get the last word, M. Drunmond.
FURTHER EXAM NATI ON BY MR LI SUS:
590 Q You say that it struck you as a

possibility that that was a subsidy, and is that
sonet hi ng which you wanted to be included in a
further review and eval uati on?
A Whet her it was a subsidy or not?
| guess | have a hard tine dealing with it because
| -- I"mnot really hung up on the semantics of it.
So what | would have thought that they

woul d 1 ook at, is there a way of increasing the
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gross revenue above and beyond what is, we'll say,
1.9- or 2-billion, if you count the two sides, and

what ever that gross revenue is, do you need to give
25 per cent of it back to the parties?

So that woul d have been ny expectation
froma fiscal perspective of what they woul d | ook
at .

591 Q But you wanted -- you expect that

t hat woul d be | ooked at?

A Yes.

592 Q Ckay. Do you know if it was?
A | don't know.

593 Q Now, you nentioned, as |

understood it, that you got four D-ring binders in
the spring of 2011, | think you said, fromthe
Treasury Board or Finance?

A OCh. They were background to
various different subm ssions that had been made to
the Treasury Board in these two previ ous exercises
that the Ontario Governnent had conduct ed.

594 Q They weren't background for the
mandate you were given or were they?

A They were not created for ny
purpose. They were created for other purposes and

given to ne.

Www.neesonsreporting.com
(416) 413-7755 (888) 525-6666


http://www.neesonsreporting.com

© 00 N o o B~ W N P

N N D N NN P P P PP PP PR
g A W N P O © 0 N O O A W N P+ O

Seelster Farms Inc., et al. vs Her Majesty the Queen In Right of Ontario, et al.
DRUMMOND, DON on December 14, 2017

Page 154
595 Q Ckay. Do you recall whether there
was anything in those D-ring binders about the
Slots at Racetrack Progranf
A | do not recall that.
596 Q Ckay.
A | know it had sonme material on
OLG I'mpretty sure that it had the reference to
the two casinos in that. | do not recall whether
it had the Slots at Racetrack.
597 Q Do you have those binders
sonmewher e?
A | have absol utely not one scrap of

paper from anything of the Conm ssion.
598 Q And what happened to the
Comm ssion's work product? Were is it?

A Vell, thisis it. (Indicating)

VWhat woul d have happened to the
previous drafts in that, | have absolutely no idea.

599 Q No. Wat woul d have happened to
t hose binders; do you know?

A The ones that canme into our
possession, | have no idea. The people that were
on the secretariat went back to their previous jobs
al nrost imediately. |If there's a depository

sonewhere with themin, | have no idea.
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600 Q Ckay. But they cane, as |
under st ood you, from Treasury Board?
A They're from Treasury Board, yes.
601 Q Ms. Machado, | would like you to

make inquiry of Treasury Board and produce just the
sections about OLG or Slots at Racetrack, if there
were any in those binders, and if there weren't
any -- let nme rephrase, if there wasn't any content
I n those binders about OLG and/or Slots at
Racetrack Program can you |let ne know that?

| don't want the binders. | just want
to know if there was content about OLG and the
Slots at Racetrack Program or the horse racing
I ndustry, and if there was, |let ne have it, please.
U A M5. MACHADO | will take that under
advisenent. | don't even knowif they're even in
exi stence, so...

BY MR LI SUS:

602 Q Right. Now, ny friend asked you

about how many of your recomrendations were
I npl enent ed.

A Yes.

603 Q If just go to page 409, please,

under recommendation 17.3?

A. Yes.
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604 Q There's still two head offices for
OLG correct?
A You asked ne that previously, and
| answered | did not know.
605 Q Ckay.
A You asked nme whether there was two
casinos, and | also answered | did not know.
606 Q kay. The slot machines are still
at the racetracks; correct?
A. As |'ve told you before, |'ve
never been to a racetrack.
607 Q So you don't know that either?
A "' mtaking your word on that.
608 Q Do you know i f the purchase and
provision of lottery termnals to point-of-sale
| ocations is still being subsidized?
A | do not know that.

MR LISUS.: ay. Thank you.
---[ Ending tinme: 1:26 p.m ]
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