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14 assi stance of counsel and no other purpose** 14  33: CRE0214699. 443: 10
15 15 34: CRE0406984. 492:7
16 16  35: CRE0024178 and CRE0024180. 492: 21
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21 21 39: Docurent entitled "Strong Action 530: 5
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1 -- Uoon Comencing at 10:06 a.m -- 1 BY MR LISS
2 STEPHEN CRSIN':  PREVI QUSLY SWR\ 2 956 Q So do you recall being engaged in
3 CONTI NUED CROSS- EXAM NATI ON BY 3 aproject called Project 76 in the fall of 2011?
4 MR LISUS 4 A | don't recall exactly the ting,
5 947 Q Wen ve -- 5 but | do recall there was a Project 76 | ooking at
6 A Before we begin, two things, | 6 our busi ness support prograns.
7 noticed when | was |eaving yesterday, | noticed we 7 957 Q (kay. Because it says:
8 had two pages, three pages, 873, 875. 8 "Deci si on deck that was tabled
9 948 Q Rght. 9 for Project 76 committee deputies a
10 A Itwsin-- 10 coupl e weeks ago, including options,
11 949 Q Hold on to thembecause that's 11 recommendat i ons, break-out by
12 where we're going to start today. 12 sector."
13 A (kay. 13 Rght?
14 950 Q kay. You can even keep themas a |14 A | see that reference, yes.
15 nenent o. 15 958 Q Ckay.
16 A | just didn't vant to take themif |16 A I'mnot on that comittee.
17 they were -- 17 959 Q Al right.
18 951 Q NMNo, no. 18 M LISUS M. Ratcliffe, | understand
19 A -- part of your evidence. 19 that you are going to provide to me today a
20 The other thing | wanted to -- when you |20 somewhat redacted copy of the Project 76 report.
21 referred to ny public profile, ny dates, | just 21 MR RATQLIFFE  Yeah, well, the key
22 want to go back and just clarify just to make sure 22 parts of it. \é're just getting approval for that
23 we're absol utely clear. 23 right now
24 So Deputy Mnister of Finance from 24 M LISUS And what about the decision
25 Decenber 2011 to July 2014. In the fall of 2010, 25 deck referred to in this enail?
Page 271 Page 273
1 associ ate deputy minister of tax, agencies, and 1 Urt M RATCLIFFE | don't know about the
2 pensi ons. And then in 2009, assistant deputy 2 decision deck. V¢ could look to see if we can
3 mnister office of the budget, taxation, and 3 locate that, | guess.
4 pensions. | was also given responsibility for QLG 4 MR LISUS Wuld you do that?
5 That wasn't in ny detailed public profile. 5 And while I"mon fol | owup, when |
6 952 Q  Ckay. 6 examned M. WIkinson, he referred to two Mk
7 A | just want to be clear on that. 7 that were signed with the thoroughbred breeders and
8 953 Q Thanks. Wien we broke yesterday, 8 the quarter horse breeders, and | asked for
9 we vere discussing the Novenber 10, 2011, enmail 9 production of them
10 fromM. Cote to you enclosing key Project 76 10 So | think we're coning up to a couple
11 materials. Do you renenber that? 11 nonths out. Can you please | ook for production of
12 A | remenber you pointing the email 12 those M)k and provide themto me?
13 out to me yesterday. 13 UT MR RATQLIFFE | will followup on
14 954 Q Al right. 14 that.
15 A Dol have that in front of ne? 15 MR LISUS Thank you. You recall the
16 955 Q It'sin page 873 at the hottom 16  exchange; right?
17 A Yes, | have that in front of ne. 17 MR RATCLIFFE  Yes, | do.
18 MR ROBENBERG M. Lisus, you' ve been 18 MR LISUS  Ckay.
19 referring to page nunbers. Wat are those page 19 THE WTNESS. | mhandi ng t hem back
20 nunber s? 20 now
21 M LISUS | don't know They're page |21 M LISUS Ckay. Thisis an exhihit.
22 nunbers on the top of -- 22 There's no exhibit stanp on this copy.
23 MR RATCLIFFE 873, 874, 875. 23 MR MLAT: The next nunber wll be 17.
24 MR LISUS -- onthe top of the pages 24 MR MATTHEWS.  So CRE361148 will be
25 that | have. 25 Nunber 17.
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1 EHBT N2 17: CRE0361148. 1 967 Q Do you have any recollection as to
2 BY MR LISUS 2 whet her the noderni zation of CLG and potential
3 960 Q Now sir, | understand fromyour 3 changes to SARP revenue share were on the agenda
4 clarification or anplification this morning of your 4 for February Cabinet meeting in Decenber 20127
5 job sequence, that you becane deputy minister in 5 A | wouldn't know when that was
6 Decenber 20117 6 schedul ed for the Cabinet neeting.
7 A That's correct. 7 968 Q Canweinfer fromthe fact that
8 961 Q And | take it that was the first 8 there's a draft mnute circul ated on Decenber 12,
9 tine that you really becane invol ved in di scussi ons 9 2012 -- excuse ne, 2011, Decenber 12th, 2011,
10 regarding -- in any detail regarding the |and-based |10 regarding the revenue sharing, that the issue was
11 gamng review that was underway at CLG and the 11 planned to be on the February 8 Cabinet meeting?
12 potential changes to the revenue-sharing 12 A | think at the tine -- and, again,
13 arrangement in place at Sots at Racetrack Progran? |13 I"mtrying to recall the sequence. A the ting,
14 A | think I would have been exposed 14 they were preparing material for a Cabinet meeting,
15 earlier than that and gradual |y getting nore 15 not knowing exactly when.
16 information over tine as they were developing their |16 969 Q Al right.
17 noder ni zati on pl ans. 17 A They nay have, but | don't think
18 962 Q Al right. Now | have reviewed 18 we know exact |y when Cabinet agenda woul d open up
19 the record in sone detail, sir, and ny review 19 for an itemsuch as this.
20 indicates that in the second week of Decenber 2011, |20 970 Q Sothere's a package of material
21 Finance created a five-year approach for horse 21 being circulated here for a DMbriefing tomorrow on
22 racing funding. Do you recall that? 22 gamng. And you were the DMas of Decenber the
23 A | recall different options being 23 12th; correct?
24 devel oped. Sone of themare phased in -- or phased |24 A I'mtrying to remenber whether it
25 out over three, five-year period, correct, after 25 was Decenber 11th. | -- so it was about that tine.
Page 275 Page 277
1 one-year notice. 1 9 Q kay. Solet's have a look at the
2 963 Q Didyoudirect the devel opment of 2 proposed five-year approach to the horse racing
3 those options? 3 industry which is provided there. And the
4 A | didnot direct those. 4 five-year approach speaks to regulation and funding
5 964 Q kay. Do you know who did direct 5 and industry sustainability; right?
6 the devel opment of those options? 6 A Wiere are you referring
7 A | don't knowin particular. | 7 specifically to?
8 know that the ministry was engaged right across the | 8 972 Q Vell, the first page says:
9 board to ook for savings. 9 "Government role with respect
10 965 Q kay. So | want to show you 10 to horse racing industry.”
11 CRE18299. And while we dig that up, we're nowin 11 Are you with ne there?
12 Decenber. V@'re now on Decenber the 12th, and I'm |12 A | see that.
13 goi ng to show you a package of materials that has 13 973 Q kay. Andit identifies the
14 init adraft Cabinet mnute. 14 governnent's rol e under the proposed approach,
15 | presune, sir -- and this was 15 which is regulation through the GRC right?
16 explained to me by prior witnesses -- that as of 16 A | seethat.
17 Decenber 12, 2011, the February 8 Cabinet neeting 17 974 Q Andindustry viability:
18 had probably been booked al ready, but the agenda 18 "The governnent provi des
19 had not been set. |Is that what you understand? 19 revenue to the industry that is
20 A | think there's regularly 20 generated through the provincial
21 schedul ed Cabi net neetings -- 21 Pari-Mituel Tax Reduction.”
22 966 Q  Yes. 22 Do you see that?
23 A -- and subconmittee meetings. The |23 A | see that reference.
24 exact agendas coul d be schedul ed weeks in advance 24 975 Q  And then the proposed approach
25 or shortly prior to the neeting. 25 says:

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


http://www.neesonsreporting.com

Seelster Farms Inc., et al. vs Her Majesty the Queen In Right of Ontario, et al.
ORSINI, STEPHEN on February 13, 2018

Page 278 Page 280
1 "Uhder the proposed approach, 1 years, |eaving aside the particular increnments?
2 the government will no |onger 2 A Véll, it was really tied to the
3 support industry program delivery 3 amount of savings, how quickly the savings coul d be
4 through the GRC These progranms 4 deri ved.
5 will be transitioned back to the 5 986 Q kay. And | presune it was tied
6 industry, and CRCwll retainits 6 to the question of how quickly the savings coul d be
7 core regul atory responsibilities." 7 derived while bal ancing the inpacts of a reduction
8 Do you see that? 8 in fundi ng?
9 A | see that reference. 9 A Looking at all aspects, they would
10 976 Q Do you know whether the CRC was 10 be ' ooking at various proposals.
11 consul ted about these proposed changes? 11 987 Q Rght. But you said the idea was
12 A | suspect there's sone |evel of 12 to get savings as quickly as possible; right?
13 engagenent. | don't know exactly -- 13 A If -- they would be looking at
14 977 Q Do you know? 14 different phase-out options based on the savings
15 A | don't know exactly what |evel of |15 they were trying to achieve.
16 engagenent they woul d have had. 16 988 Q And they were trying to -- when
17 978 Q Do you know whether there was any 17 you say "savings," you mean increased revenue to
18 engagenent ? 18 the gover nnent ?
19 A That | cannot coment either way. 19 A QG
20 979 Q Al right. And then under 20 989 Q ToQ@
21 Funding, it says: 21 A The overal | nodernization plan was
22 "The Pari-Mituel Tax Reduction 22 toget up toabillion dollars in savings by sone
23 will continue to be provided to the 23 future year. | can't recall exactly the date.
24 industry on an ongoi ng basis." 24 990 Q Inthis context, when you say
25 Do you see that? 25 "savings," you' re talking about an increase to the
Page 279 Page 281
1 A | see that reference. 1 revenue of QL&
2930 Q And then it proposes that the 2 A The net incone coming fromCQLGto
3 Sots at Racetrack Programfunding will be phased 3 the CRF, Consol i dated Revenue Fund.
4 out over a five-year period. 4 991 Q Rght. But the question | asked
5 A | seethat reference as well. 5 you, sir, is did you understand at this tine that
6 981 Q  MNow who proposed or structured 6 what the Finance officials were doing was trying to
7 that particular phase-out? Do you know? 7 cone up with a proposal that generated the greatest
8 A | think -- 8 return of revenue to CLG while bal ancing the
9 982 Q Just tell neif you know 9 consequences of reducing the paynents to those
10 A | don't. 10 participating in revenue share?
11 983 Q kay. Do you recall being briefed |11 A | think they were looking at a
12 as to why Finance was proposing a five-year 12 variety of options of howto derive savings and
13 phase-out as described in this document? Do you 13 increase ALG's net dividend. And this is one of
14 have any recol | ection? 14 the options they had devel oped.
15 A It was all part of a budget 15 992 Q Sothat's all they were |ooking at
16 process to ook for savings in the systemto get 16 was how to derive savings and increase LG s net
17 better value for money, and they were devel opi ng 17 dividend; fair?
18 different options, and this is one of the options 18 A | think they were looking at a
19 they devel oped. 19 variety of factors. |'mjust saying that fromny
20 984 Q But you don't recall being briefed |20 understanding, this is one of the things they were
21 as to why they devel oped a phase-out over five 21 | ooking at.
22 years in these increments? 22 993 Q kay. And you don't recall
23 A Not into these increnents. 23 discussing with themwhat the inpact of this
24 985 Q (kay. Doyourecall being briefed |24 proposed approach woul d be on the stakehol ders
25 as to why they proposed a phase-out over five 25 in--
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1 A | think the rest of the material 1 on transfer payment accountability was passed
2 woul d start to talk about that. |'mjust referring 2 pursuant to the Minagement Board of Cabinet Act
3 to that one specific reference you cited. 3 whi ch governed transfer payments; correct?
4 9% Q M question to you, sir, was 4 A Sounds famliar.
5 whet her you recal | discussing with the mnistry 5 1005 Q And | wanted to showyou a
6 officials what the consequences to the stakehol ders | 6 directive from1998. And the Minagenent Board of
7 in the SARP programwoul d be of a five-year 7 Cabinet Act cane into effect in 1990 and remains in
8 phase- out . 8 effect; correct?
9 A | can't recall the specifics of 9 M RATQLIFFE Do you know the answer
10 that conversation. 10 to that?
11 9% Q Gan you recall anything? 11 THE WTNESS. | can't confirmwhet her
12 M RATCLIFFE Weuld it be helpful if 12 it's been revised over the years or not.
13 he had a chance to read that beyond just that one 13 BY MR LISUS:
14 par agr aph? 14 1006 Q  And I'mshow ng you a document
15 THE WTNESS. | think if | recall the 15 entitled "Transfer Payment Accountability Corporate
16 type of a Cabinet submssion, it would identify 16 Policy Branch Program Minagenent and Esti mat es
17 various options, other considerations, and the 17 D vision Managenent Board Secretariat, Septenber
18 reaction fromthe sector. | think our typical 18 29, 1998." Do you see that?
19 Cabi net subm ssions woul d identify those type of 19 A | seethat.
20 i SSues. 20 1007 Q Andif welook at the first page,
21 BY MR LISLS 21 it tal ks about mandatory requirenents?
22 996 Q M question to you, sir, was 22 A | seethat.
23 whet her you recal | discussing -- 23 1008 Q And then the second page, there's
24 A | can't recall the specifics of 24 agr eenent s?
25 the conversation that happened. 25 A | see that.

Page 283 Page 285
1 997 Q CGanyou recall anything at all 1 1009 Q Al transfer paynents had to be
2 specific or general ? 2 nade pursuant to an agreenent; correct?
3 A The reaction fromthe industry was | 3 RF M RCSENBERG | object, Counsel.
4 part of the considerations that woul d have been 4 You' re asking the witness a legal question.
5 di scussed at the tine. 5 M LIS N, I'mnot. Thisis the
6 998 Q That's all you can tell me? 6 wtness's area of responsibility. He's a Deputy
7 A That is all that | can renenber. 7 Mnister of F nance.
8 999 Q kay. And we see that the 8 M RATQLIFFE  You're asking about a
9 docurent indicates that starting in year two, 9 docunent before he becane deputy, though. Have you
10 2013-14, a transfer payment transition program 10 seen this document before?
11 begins. Do you see that? 11 THE WTNESS: | woul d have seen
12 A (n page 8827 12 different versions of it.
13 1000 Q Yes. 13 BY MR LISUS
14 A Yeah. Second row year two. 14 1010 Q  So you knew how transfer payments
15 1001 Q  VYes. 15 worked in --
16 A Yes, | see that reference. 16 A | have sone general understanding.
17 1002 Q Wat is atransfer paynent 17 1011 Q kay. Sotransfer paynents had to
18 transition progran? 18 be made pursuant to agreenents; correct?
19 A I'mnot sure the reference to this |19 A Toreceive -- if the governnent
20 exact|y what the programis. 20 was transferring funds to an organization --
21 1003 Q Transfer paynents in 2011 were 21 1012 Q QO anindividual.
22 governed by a managenent board directive on 22 A --ortoanindividual, there
23 transfer payment accountability; correct? 23 woul d be sone |evel of agreement to receive those
24 A That's ny understandi ng. 24 funds. The governnent could offer to provide funds
25 1004 Q  And the management board directive |25 to an individual, and they may not agree to the
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1 terns and conditions. 1 THE WTNESS. 1" ve only been given up
2 1013 Q But if the individual organization | 2 to page --
3 recei ved funds, there had to be an agreenent in 3 BY MR LISUS
4 pl ace; correct? 4 1021 Q "Entitlenents are transfers that
5 A They woul d have to agree to the 5 a governnent nust make if the
6 ternms and conditions to receive those funds. 6 recipient specified eligibility
7 1014 Q Rght, the ternms and conditions of | 7 criteria.”
8 an agreenent ? 8 Do you see that?
9 A To accept those funds, there would | 9 M RATQLIFFE He hasn't had a chance
10 have to be sonme type of agreement to the terns and |10 to read the whol e docunent.
11 condi tions before funds coul d flow 11 BY MR LISUS
12 1015 Q Andif we see the terns of this 12 1022 Q Let ne ask you this, sir: Mybe
13 1998 directive, it says: 13 this will truncate the exercise. You and | can
14 "Transfer payments invol ve an 14 agree that there is no agreement under the
15 agreenent between the province and 15 Management Board of Cabinet Act and the managenent
16 the recipient." 16 board directive on transfer payment accountability
17 Rght? 17 with respect to the revenue-sharing arrangenent
18 A So an executed agreenent woul d 18 fromthe Sots at Racetrack Program Can we agree
19 be -- involve an agreenment between the province and | 19 on that?
20 the recipient. 20 A Repeat that.
21 1016 Q | understand, sir. And then the 21 1023 Q There is no transfer paynent
22 directive says: 22 agreenment under the --
23 "I'n the case of entitlenent 23 A Soyoure referring back to this
24 prograns, the contractual 24 pr oposal ?
25 arrangenents wll consist of witten 25 1024 Q Mo, I'mnot.

Page 287 Page 289
1 representations on the part of 1 A ay.
2 recipients that they neet 2 1025 Q I'mjust saying --
3 eligibility criteria supported by 3 M RATQLIFFE Do you know whet her
4 what ever proofs are required by 4 there's an agreenent ?
5 particul ar prograns." 5 BY MR LISUS:
6 Rght? 6 1026 Q Youand | can agree that thereis
7 A That's what it states. 7 no agreenment created under the Minagenent Board of
8 1017 Q  And what does that mean? 8 Cabinet Act and the managenent board directive on
9 A You're nowasking me to delve more | 9 transfer payment accountability with respect to the
10 into the specifics of this, and | haven't had tine |10 sharing of revenue fromSots at Racetrack Progran?
11 toreally reviewit. 11 A You're asking ne a legal question,
121018 Q WIl, doyou want to reviewit? 12 whether the sitehol der's agreement is an agreenment
13 A The entitlement prograns, | would |13 under the managenent board directive, and | can't
14 have to consult with people what's an entitlenent 14 ansver that.
15 program The specific definition of "entitlenent 15 1027 Q Fair enough. Apart fromthe
16 prograni | wouldn't be privy to right now 16 sitehol der's agreement, there is no other
17 1019 Q There's a definition section at 17 agreenent; correct?
18 the end, 1 believe. 18 A I'mnot aware if thereis or
19 M RATCLIFFE  Counsel, he said that 19 isn't.
20 he didn't know the answer to your question. 20 1028 Q kay. But you think that the
21 BY MR LISUS 21 sitehol der's agreement mght be an agreenent
22 1020 Q Wcanlook at it right now So |22 that --
23 if you look at page 86 of the docurent -- 23 A I'mnot saying either way. You're
24 MR RCBENBERG Were are the ot her 24 asking me for a legal interpretation, and I'mnot
25 pages, Counsel ? 25 inapositionto provide one.
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1 1029 Q The sitehol der's agreement, sir, 1 observe the discussions and nake sure that
2 you understand i s between OL.C and -- 2 peopl e are -- there's staff to answer questions,
3 A Q@ 3 that mnistries cone in, they present the materials
4 1030 Q QG yes, and the respective 4 in advance.
5 racetracks; right? 5 1036 Q So you say the nminister was the
6 A | don't knowthe legal entity, 6 chair of the Treasury Board?
7 per se. 7 A Yes.
8 MR RATQLIFFE He indicated early on 8 1037 Q kay. Thank you. So take a ook
9 yesterday that he wasn't famliar with these 9 at the transfer paynments.
10 agreenments, so |'mnot sure why you're going down |10 M RCSENBERG Counsel, what are these
11 this Iine. 11 docunents you put before the witness? They seemto
12 BY MR LISUS 12 be a nunber of documents that you put together.
13 1031 Q MNow inorder to satisfy the 13 MR LISUS Transfer paynent
14 requirements of the nanagenent board directive on 14 accountabi lity, managenent board directive on
15 transfer payment accountability, transfer paynents |15 transfer payment accountability. That's what it is
16 were required to have certain characteristics; 16 from 1998.
17 correct? 17 M ROBENBERG That's the first couple
18 RF MR ROBENBERG (hjection. You're 18 of pages fromwhat looks |ike 1998, but then we get
19 asking the witness a legal question. 19 into another section that's headed "Transfer
20 BY MR LISLS. 20 Payment Accountability Drective." There's no
21 1032 Q WIl, let's look at the transfer 21 cover tothis. It just starts at page 1. Wat is
22 payments together with M. Qsini. 22 this, Counsel ?
23 M RATCLIFFE Veéll, let's look at it, |23 BY MR LISUS
24 but, again, M. Qsini -- you're asking a | egal 24 1038 Q Tell ne when you reviewed the
25 quest i on. 25 docunent .
Page 291 Page 293
1 M LISUS N, I'mnot. |'masking 1 M RCSENBERG WélI, tell us what the
2 M. Qsini about an instrument that governs the 2 docunents are, Counsel .
3 governnent' s paynent of noney, which | understand 3 M LISUS | have.
4 to be the defendant's position in this case, that 4 M ROBENBERG You have not. This
5 the plaintiffs were receiving subsidies. 5 next one junps to August --
6 And I'mjust trying to understand how 6 THE WTNESS.  Is this the full
7 these subsi dies were pai d and where they cane from | 7 docunent ?
8 So I"'mstarting with the transfer paynent regine. 8 BY MR LISUS
9 That's all. 9 1039 Q Yes, thisis the full transfer of
10 MR RATCLIFFE  Perhaps it woul d be 10 paynent accountability from Septenber 1998, pages
11 hel pful, then, if you give himan opportunity to 11 81 through to --
12 read t hrough. 12 A Isit the nost recent one?
13 BY MR LISLS 13 1040 Q NMNo. Thisis 1998, at the tine
14 1033 Q Sure. Take your tine, sir. 14 SARP vias established. Vé'Il come to nore recent
15 Aren't you a former chair of the Treasury Board, 15 ones inamnute. Ckay?
16 M. Qsini? 16 A And your question is?
17 A No. That's -- the mnister isthe |17 1041 Q M questionis that the document
18 chair. 18 identifies -- or has a definition of transfer
19 1034 Q kay. Wat was your role at the 19 paynents. Do you see that?
20 Treasury Boar d? 20 A I'mjust looking. Wat page are
21 A Secretary of Treasury Board. 21 you on?
22 1035 Q Al right. Wat are the duties of |22 1042 Q 8.
23 the secretary of the Treasury Board? 23 A 1'mon page 85.
24 A Istoensure that there's agendas, |24 1043 Q Al right. Do you see where it
25 briefing materials goin. | signthe mnutes. | 25 says:
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1 "Governnent transfers are 1 your claim
2 transfers of noney froma governnent 2 M LISUS The reason |' masking
3 to an individual, an organization, 3 you -- we can mark this as the next exhibit.
4 or another governnent for which the 4 MR MITHVWE So we'll mark the
5 governnent naking the transfer does 5 document entitled "Transfer Payment
6 not, A receive goods or Sservices 6 Accountability," which is dated Septenber 29, 1998,
7 directly in return as would occur in 7 six pages, as the next exhibit, nunber 18.
8 a purchase or sale transaction." 8 And, M. Qsini, if you could pass ne
9 Rght? 9 back the email that you had along with the
10 "Expect to be repaidin the 10 five-year proposed approach.
11 future as woul d be expected in a 1 BEHB TN 18: Docunent entitled
12 loan or expect a financial return as 12 "Transfer Payment Accountability" dated
13 woul d be expected in an investment." 13 Septenber 29, 1998.
14 RF M RATQLIFFE  You're asking 14 MR MITHW So we'll mark the
15 M. Qsini toprovide a legal interpretation to 15 docunent CRE18299 and its attachnents as the next
16 this docunent, and he's not a lawer. Andif you 16 exhibit, Exhibit 19.
17 were to say whether he has been directly invol ved 17 BEHB TN 19: CRE0018299 and
18 inany of these matters, | mean, he can speak from 18 attachnents.
19 his own personal experience, but here you' re asking 19 BY MR LISUS:
20 himto interpret a docunent, and | think this is 20 1044 Q The next docunent | want to show
21 not a place to do that. 21 you i s the New Transfer Payment Accountability
22 THE WTNESS. It also refers to anot her 22 Directive passed August 31, 2007. And if you just
23 docunent as part of the footnotes that | don't -- | 23 followalong with the document, you'll see that
24  haven't reviewed. And it's dealing with the public 24 there's a -- it identifies mandatory requirements,
25 sector accounting board standard. 25 nonitoring and reporting, corrective action,
Page 295 Page 297
1 M LISUS You seemto be alittle bit 1 et cetera
2 uncertain about transfer paynents, so perhaps |'l| 2 And so ny question to you, sir, is are
3 seeif I cantruncate this, M. Ratcliffe. 3 you aware of any transfer paynent agreement
4 Is it the government's position that the 4 governing or referring to the sharing of revenue of
5 funds shared with the horse racing industry 5 the horse racing industry fromthe Sots at
6 pursuant to the Sots at Racetrack Programwere a 6 Racetrack Programapart fromthe sitehol der
7 transfer paynent? 7 agreenents that you referred to which you said may
8 M RATQLIFFE | can't answer that 8 or not be atransfer payment agreenent?
9 today interns of -- it would depend, | suppose, on 9 A Yeah, | would -- that's a legal
10 what it is that you' re suggesting under that 10 issue that | can't coment on.
11  docunent. | haven't had a chance to review that 11 MR LISUS WII you give ne your
12 docunent either. So I'mnot in a position to 12 position, M. Ratcliffe?
13 answer your question. 13 MR RATQLIFFE | will take that under
14 M LISUS Vell, I"'mnot suggesting 14 advisenent in terns of your request. If you could
15 anything, in particular. 15 just clarify what it is that you're asking for.
16 M RATQLIFFE \éll, you're asking if 16 MR LISUS | want to know whether it
17 it was a transfer payment, and that's what you seem 17 is the position of Ontario that the revenue shared
18 tobe--ornot. | don't know In any event, I'm 18 with the horse racing industry from1998 to 2013
19 not in a position to answer that today. 19 were transfer payments, and if they were transfer
20 M LISS Ckay. VélI, when will you 20 paynents, whether there was -- whether the transfer
21 beinapositionto answer it? 21 paynents conplied with the Transfer Paynent
22 UA M RATCLIFFE After we reviewthe 22 Accountability Directive that was in force in 1998
23 docunent and consult that, | can get back to you, 23 and as revised in 2007.
24 or I'Il take that under advisement in terns of 24 UA MR RATCLIFFE W'l take that under
25 whether it's really essential to address as part of 25  advi senent.
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1 MR LISUS Andto provide ne a copy of | 1 M RATALIFFE No.
2 any agreenents if the Ontario governnent is of the | 2 BY MR LISUS
3 position inthis lawsuit that the revenue share 3 1050 Q \Vell, transfer paynents were quite
4 were transfer payments that reflect conpliance with | 4 strictly regulated by the managenent board
5 the Transfer Payment Accountability Directive and 5 secretariat, right, M. Qsini?
6 the Managenent Board of Cabinet Act. 6 A I'mjust reviewng this further.
7 UA M RATCLIFFE W'l take that under 7 1051 Q You're not suggesting to ne, sir,
8 advi senent . 8 that $1.2 billion had been paid to the horse racing
9 MR ROBENBERG  Counsel, you will 9 industry as transfer paynents wthout any kind of
10 direct us to anything in your pleadings that raises |10 conpliance with the directive that we've | ooked at,
11 this issue? 11 are you?
12 MR LISUS Next exhibit. 12 M RATCLIFFE M. Lisus, | think he's
13 MR MATTHEWS.  So the Transfer Payment |13 i ndi cated he doesn't know the answer to your
14 Accountabi lity Directive, August 31, 2007, 14 question. And I'mwondering if this whole line of
15 Exhi bit 20. 15 question --
16 BEHBTNY 20. Transfer Payment 16 BY MR LISS
17 Accountability Directive dated 17 1052 Q Yes, I'mcorrected. It's actually
18 August 31, 2007. 18 3.4 billion.
19 BY MR LISLS 19 M RATCLIFFE -- night be better
20 1045 Q So the reason | asked you these 20 reserved to M. Yeigh on the actual
21 questions, M. Qsini, is when we were | ooking at 21 cross-exanmnations on the main part of the notion.
22 Exhibit 19, which was the five-year proposed 22 Wiat the purpose behind these
23 approach, there's a reference to -- on page 2 -- 23 examnations, as | understand fromyour naterial,
24 A Isthis the version | had earlier? |24 wes to address whether or not the decision had been
25 1046 Q Yes, sir. (n page 2 under the 25 made irrationally or inbad faith. That's the
Page 299 Page 301
1 heading "CLG" second bul I et, it says: 1 whol e focus of your --
2 "In year two, QLG or governnent 2 M LISUS That's one small part of
3 mnistry wll provide transfer 3 them
4 paynent funding to the mnistry." 4 MR RATQLIFFE -- of your defence, of
5 Do you see that? 5 the summonses that were issued. So this issue, I
6 A | see that reference. 6 don't see howit has any bearing on the --
7 1047 Q  So what |'munderstanding from 7 MR LISUS The purpose of these
8 that is as of the date of this five-year proposed 8 examnations is to put ny best foot forward in
9 approach, there was no transfer payment funding to | 9 response to your motion and to put a record forward
10 the industry in place? 10 in support of ny cross-notion.
11 A Soas | understand this docurent, |11 BY MR LISUS:
12 it's talking about a potential future state. 12 1053 Q And so I'mjust wondering, sir, as
13 1048 Q And part of the potential future 13 the Deputy Mnister of Finance in Decenber 2011
14 state was to put into place transfer paynent 14 whet her you woul d have heen surprised to know t hat
15 funding; right? 15 $3.4 billion in transfer payments had been paid
16 A That's what it's referred here, as |16 without conpliance with the nmanagenent board
17 | readit. 17 directive on transfer paynent accountability. It
18 1049 Q  Wich suggests to ne, sir, that as |18 seens unlikely, doesn't it?
19 of the date of this docunent, there was no transfer |19 A The general context was is the
20 paynent funding in place; right? 20 government getting better value for money and is
21 MR RATQLIFFE Do you know the answer? |21 the accounting for the funds detailed in terns of
22 THE WTNESS:  I'mnot -- it doesn't 22 reporting. There was a nunber of context around is
23 say -- ny read of it doesn't say either way. 23 the noney flow ng having the best benefits for the
24 M LISUS Do you know the answer, 24 sector.
25 M. Ratcliffe? 25 1054 Q | don't think that answers ny
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1 question, sir, but on the question of the 1 "Government to decide if CLGor
2 accounting for the noney, we know al ready how the 2 a governnent mnistry wll make
3 nmoni es paid to the industry were accounted for; 3 transfer payments to industry over
4 right? V¢ knowthat already. W& saw that 4 the four-year period."
5 yest er day. 5 Do you see that?
6 They were accounted for by OLG and 6 A | see the reference, yes.
7 audi ted by KPM as an operating expense of QLGto 7 1062 Q kay. Can we agree, sir, that
8 earn a revenue and profit on its busi ness 8 that indicates that there weren't any transfer
9 activities. That's howthe SARP nonies shared with | 9 paynents in effect as of the date of this five-year
10 the industry were accounted for; right? 10 approach?
11 A The issue of -- 11 A It's hard for me to comment. The
12 1055 Q Correct? Sorry, no, but do you 12 will could be tied to the four-year period.
13 under st and t hat ? 13 1063 Q Pardon?
14 A The issue was how it was 14 A | saidthewll --
15 benefitting the sector at large in terns of -- 15 1064 Q Thewll?
16 1056 Q S, I"'masking you a different 16 A -- could be tied to the four-year
17 Question. |'masking you an accounting question. 17 period, the duration.
18 $3.4 billion of funds were shared with the industry |18 1065 Q Al right. Aeyou avare, sir,
19 pursuant to the Slots at the Racetrack Program 19 that in 2014 or so after funding was put in place,
20 correct? 20 transfer agreements were put in place in 2014? Do
21 A As of acertain date. 21 you know t hat ?
22 1057 Q Rgnt. 22 A That | don't have offhand as to
23 A Yeah, at a certain date, because |23 the arrangements that were entered into in 2014.
24 every year it changes. 24 1066 Q kay. Wen you -- | know you
25 1058 Q You and | can agree -- we | ooked 25 don't recall any discussions, but was it your
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1 at this yesterday -- that those funds were 1 understanding i n Decenber 2011 that Finance was
2 accounted for by the Mnistry of Fnance's agent, 2 proposing a five-year phased approach to, in part,
3 (LG as a commission, an operating expense in the 3 mtigate the consequences of a reduction in revenue
4 nature of a conmssion; correct? 4 shared with the horse racing i ndustry?
5 A V¢ had that conversation 5 A A thetime of this proposal, one
6 yest er day. 6 of the options that Finance put forth was that.
7 1059 Q That's what the financial 7 1067 Q I takeit that it was a five-year
8 statenents, as audited by KPM3 denonstrate; right? | 8 phase-out to nmitigate the consequences of a loss of
9 A Again, we had that conversation 9 revenue over five years; right?
10 yest er day. 10 A It was also tied to the savings
11 1060 Q Socanyouand | agree, sir, that |11 that the governnent was |ooking for as part of the
12 there is no way that these funds which were 12 whol e budget del i berations.
13 recorded by CLG as an operating expense to generate |13 1068 Q Fair enough. Both factors -- both
14 revenue and profit were also reported as a transfer |14 vere a factor; fair?
15 paynent by the governnent? 15 A | think as the deck points out, it
16 MR RATCLIFFE  You are asking hima 16 listed all the considerations that they were
17 question. | think he has indicated that he doesn't |17 assessing at the tine.
18 know the answer to that. You're asking a technical |18 1069 Q kay. So your understanding is
19 question in terns of whether it's a transfer 19 the deck listed all the considerations they were
20 paynent or not, and | woul d say nove on to your 20 assessing at the tinme?
21 next question. 21 A | think staff put forward their
22 BY MR LISUS 22 assessment of the proposal .
23 1061 Q And ny next questionis about this |23 M RATCLIFFE  Take a monent and
24 next decision point in the deck at the bottom of 24 review the deck.
25 page 2 where it says: 25 BY MR LISUS
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1 1070 Q kay. MNow attached to the deck 1 because it's putting it right in the Cabinet
2 as well is adraft Cabinet mnute. Do you see 2 m nut e.
3 that ? 3 A There's broader considerations.
4 A | see on page 885, a working 4 Budget secrecy is often part of the considerations
5 draft. 5 of when to consult or when to engage. You can
6 1071 Q Al right. Andthisis the 6 engage someone up to one stage, then you go into
7 Cabinet mnute which staff proposed be presented to | 7 budget secrecy, and then you can begin to engage
8 the Cabinet; right? 8 after budget secrecy.
9 A This was a working draft. 9 But that is part of the "as
10 1072 Q kay. Inparticular, what Finance |10 appropriate.” I'mnot sure exactly the intent
11 proposed here was the Mnistry of Fnance in 1 behind "as appropriate," but it could be because of
12 consultation with LG the Ontario Racing 12 budget secrecy.
13 Conmi ssion, and rel evant mnistries reviewthe 13 1079 Q W seethat this draft Cabinet
14 government's financial support to the horse racing |14 mnute tal ks about consultation. And by the way,
15 industry -- 15 the Mnistry of Finance officials who prepared this
16 A Qould you cite the nunber for me? |16 woul d have been very wel | famliar wth Cabinet
17 MR RATCLIFFE Wi ch paragraph are you |17 secrecy; right?
18 at? 18 A Cabinet secrecy, yes, and budget
19 BY MR LISUS 19 Secr ecy.
20 1073 Q  Nunber 3. 20 1080 Q Rght. Excuse e, Cabinet secrecy
21 A Nunber 3. Ckay. Sorry. 21 and budget secrecy; right?
22 1074 Q Take a mnute. 22 A They may not have the
23 A Adifferent page 3. 23 authori zation when to invoke budget secrecy.
24 1075 Q Let'slook at it together. The 24 1081 Q But they're famliar with budget
25 draft Cabinet mnute says: 25 secrecy?
Page 307 Page 309
1 "MF, Mnistry of Finance, in 1 A They woul d be subject to budget
2 consultation with .G the Ontario 2 secrecy, but they, thenselves, wouldn't have
3 Racing Conmission, and rel evant 3 the authority to declare or insist on budget
4 mnistries reviewthe governnent's 4 Secrecy.
5 financial support to the horse 5 1082 Q  You were their boss at this point.
6 racing industry fromthe Sots at 6 You're the deputy minister; right?
7 Racetrack Programand 1996 7 A If thisis thetine-- or the
8 Pari-Mituel Tax Reduction.” 8 associ ate.
9 A | see reference to that. 9 1083 Q And we see that this minute sets
10 1076 Q kay. And the recomrendation at 10 out a series of steps and including at C
11 that point of Finance was to reviewwth the CRG 11 "Appointing a provincial |ead
12 right? 12 to work with the industry in 2012 to
13 A Inconsultation wth. 13 "13 to produce a five-year plan that
14 1077 Q Rght. And we sawyesterday that |14 achi eves industry sustainability for
15 there was, just a few nonths before this package of |15 2016 to '17."
16 Decenber 2011, a Memorandumof Understanding signed | 16 Do you see that?
17 between the CRC and the Mnistry of Finance 17 A | see that reference, yes.
18 pursuant to which the Mnistry of Finance agreed to |18 1084 Q AdD
19 consult with the CRC about any policy changes; 19 "Mnistry of Finance and any
20 right? 20 relevant mnistries to develop a
21 A As appropriate, if | recall 21 proposed transfer payment programto
22 correctly. 22 fund the horse racing industry
23 1078 Q Rght. WII, certainly Mnistry |23 beginning in 2013 and ' 14."
24 of Finance appears to have thought in Decenber 2011 | 24 Do you see that?
25 that it was appropriate to consult with the CRC 25 A | see that reference.
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1 1085 Q Doyourecall inthe QG 1 1093 Q Do you recall what your
2 recomendation that we |ooked at yesterday 2 under standi ng was in Decenber of 2011 of what the
3 reference to a transfer payment funding mechani sm 3 consequences to the horse racing sector -- in
4 after it had inplenmented its decision to |ocate 4 particul ar, breeders -- would be of a five-year
5 slots out of racetracks and in cities? Do you 5 phase-out of the Sots at Racetrack Progran?
6 recal | seeing that? 6 A The understanding that the sector
7 A Yousad"inplement its decision." | 7 woul d act negatively towerds it.
8 | don't think -- 8 1094 Q But apart fromhow the sector
9 1086 Q Its recomendation. 9 woul d react, did you have an understanding of what
10 A It's the government that makes the |10 the actual consequences woul d be on the sector's
11 deci si on. 11 investnent in their horses and breedi ng operations?
12 1087 Q Rght. [Inplement its 12 A | didn't have the specifics of
13 reconmendation to locate sl ot machines out of 13 what that would entail.
14 racetracks -- 14 1095 Q Al right. Ddyou have any
15 A Subject to the governnent's 15 general understanding of what --
16 deci sion, they would then inplement the 16 A It would have reduced the
17 governnent' s decision at that tine. 17 footprint of the sector, is a general
18 1088 Q Rght. I'mjust asking you, sir, |18 under st andi ng.
19 do you renmenber CLG tal king about putting a 19 1096 Q Rght. Andat that tinein
20 transfer payment funding systemin place? 20 Decenber 2011, were you in communication with
21 A I can't recall exactly the words. |21 M. Drunmmond?
22 1089 Q kay. And if we see under D 22 A Yes.
23 "(btain Treasury Board 23 1097 Q kay. And were you --
24 managenent board approval for 24 A Aeweonadifferent topic?
25 proposed transfer paynent prograns 25 1098 Q Yes, sir.
Page 311 Page 313
1 to fund the horse racing industry 1 A Because | wouldn't nmind taking a
2 and reporting back to Cabinet by 2 short break.
3 late 2012 on the proposed transfer 3 1099 Q That's fine.
4 paynent prograns." 4 -- Recess at 11:03 am --
5 Do you see that? Thisis all in the proposed 5 -- Uoon resuning at 11:06 a.m --
6 Cabinet mnute. 6 BY MR LISUS:
7 A I'mjust reading the report back. 7 1100 Q  You were speaking wth
8 Ch, page 5. | see that reference, yes. 8 M. Drummond in Decenber 2012; correct?
9 1090 Q kay. So what the Finance staff 9 A | spoke to hima nunber of tines.
10 were doing was naking recomendations for a Cabinet |10 1101 Q And | think you told ne yesterday,
11 mnute to put in place a transfer payment program |11 sir, that you did not speak with hi mabout the
12 to replace the revenue streamthat was currently 12 elimnation of the Sots at Racetrack Program
13 flowing to the horse racing sector pursuant to the |13 revenue share?
14 Sots at Racetrack Programrevenue-sharing 14 A V¢ talked about a nunber of
15 agreenent; right? 15 topics, and he felt that we could do a lot better
16 A Sothat is the proposal that is 16 ingetting value for noney in a whol e bunch of
17 contained in this working draft mnute. 17 areas.
18 1091 Q Correct. And that draft minute is |18 1102 Q Ckay. But you don't
19 part of Exhihit 19; correct? 19 specifically --
20 MR MATTHEVE  Yes. 20 A | don't recall specifically ending
21 BY MR LISUS 21 the Sots at Racetrack Programother than to say --
22 1092 Q Do you recall what your reaction 22 to generate significant benefits or savings from
23 was to that proposal ? 23 the Sots at Racetrack Program Wen we spoke, we
24 A | don't recall ny reaction. | was |24 covered a lot of different topics.
25 being briefed on the options staff were working on. |25 1103 Q You're aware that M. Drummond
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1 testified that he did not recommend the elimnation | 1 did-- explicitly inthat one aspect | did.
2 of the Sots at Racetrack Programrevenue share? 2 1108 Q Al right. I want to show you
3 A You nentioned that yesterday. 3 CRE18318. It's an email fromBen Valido, and it
4 MR RCBENBERG  You asked these 4 says:
5 questions yesterday. 5 "H Mrris, we had a briefing
6 BY MR LISUS 6 with our DMthis week, and we're
7 1104 Q You testified that his report 7 proposing the fol | owing text replace
8 said -- didnot say to end the arrangenent or to 8 current text in Chapter 10 and 10-8
9 change it in sone particular fashion. You're aware | 9 recommendation re horse racing
10 of that? 10 industry."
11 A You're going to have to refer to 11 Do you see that?
12 the recommendati ons because -- 12 A | seethat.
13 1105 Q Thisis what he said: 13 1109 Q You vere the DM right?
14 "The recommendations deal i ng 14 A A that tine
15 wth this issue are very atypical of 15 1110 Q Rght. And so what the proposed
16 the 366 recommendations. In al nost 16 [ anguage is:
17 every case, they're very precise, 17 “In terns of provincial
18 and they're very action-oriented, 18 busi ness subsidies for 2011 to 2012,
19 and this one is not, and it stands 19 (ntario's econonic devel opnent
20 out inthat regard. It says to do 20 prograns for business is estinated
21 an eval uation of the arrangement. 21 at 315 nillion, and for the
22 It does not say to end the 22 agriculture is 163 mllion.
23 arrangenent or to change it in sone 23 The governnent's total direct
24 particular fashion, soit didn't 24 busi ness support programing funds
25 automatically by itself lead to an 25 are 845 mllion for 2011 to '12
Page 315 Page 317
1 action whereas the others were 1 whi ch supports 50 prograns acr0ss
2 intended to lead to a specific 2 seven government mnistries."
3 action.” 3 Do you see that?
4 That's what M. Drunmond testified to. 4 A | see that reference.
5 M RATCLIFFE Well, M. Qsini said 5 1111 Q Now what was the ntario's
6 he didn't recall exactly what he had said, and it's | 6 econoni ¢ devel opment prograns? Wat were those?
7 there in the transcript, so... 7 A | don't know offhand. There was a
8 THE WTNESS: | think his report had 8 conpilation of different prograns.
9 reconmendations in this area that | would refer you | 9 1112 Q Aethose the prograns that we're
10 to. 10 going to see summarized in Project 767
11 BY MR LISUS: 11 A It doesn't reference Project 76,
12 1106 Q  Ckay. But you understood, though, |12 sol can't say it isorisnt.
13 sir, whichis what ['mtrying to understand, in 13 1113 Q Ckay. Vés the Sots at Racetrack
14 Decenber of 2011 that M. Drummond did not 14 Programidentified in any governnent records as one
15 recommend any specific changes to the Sots at 15 of Ontario's economc devel opnent prograns?
16 Racetrack Programrevenue share; correct? 16 A | can't recall whether that was
17 A Inour conversations then -- his 17 part of it or not.
18 report was conpleted in February, so there was 18 1114 Q  There nust have been, sir, a
19 still reviews going on. | can't say exactly when | |19 process pursuant to which funds were dishursed to a
20 had conversations on it, other than he did say that |20 recipient under the auspices of the Otario
21 there coul d be savings available to the governnent. |21 econoni ¢ devel opnent program correct?
22 1107 Q kay. And did Finance staff make |22 A Repeat that.
23 proposal s for the language to be included in 23 1115 Q There nust have been a process to
24 M. Drummond' s report? 24 whi ch recipients applied for and received funding
25 A V¢ commented on the report. And | |25 under ntario's econom ¢ devel opment progr ans;
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1 right? 1 play here at all.
2 A There's avariety of different 2 M LISUS Isit Oitario's position
3 progr ans. 3 that funds shared with the horse racing industry
4 1116 Q Rght. 4 fromthe Sots at Racetrack Programwas a subsidy?
5 A Yes. 5 MR RATQLIFFE | don't have a position
6 1117 Q  There nust have been records 6 onthat interns of howyou woul d characterize it.
7 pursuant to which those programs were admnistered; | 7 Certainly funding was provided. And the use of the
8 right? 8 word "subsidy" can have a very specific neaning or
9 A I'msure there would be sone type | 9 not.
10 of docunentation identifying the programs 10 MR LISUS  Funding was provided by
11 eligibility criteria and so forth. 11 who?
12 1118 Q  Wo received funds for what 12 MR RATCLIFFE  Funding was provi ded
13 purpose over what period of time; correct? 13 under the Sots at Racetrack Program and it was
14 A There woul d be that type of 14 with aternmination of SARP that funding arrangement
15 i nformation. 15 came to an end.
16 1119 Q  Wio woul d keep that type of 16 M LISUS Is it your position that
17 i nf ormation? 17 the funds shared with the horse racing industry
18 A Depending on the |ead mnistry. 18 were inthe nature of a subsidy under any
19 Soif it's economic devel opment and growth, which 19 governnment program including the transfer paynent
20 is their current title -- it mght have been 20 system the econom c devel opment program or any
21 different back then -- they woul d have been 21 other established government progran?
22 tracking their programs. |f it was agriculture and | 22 MR ROBENBERG (ounsel, thisisn't a
23 food and rural affairs, they woul d be tracking 23 discovery. | don't understand why --
24 their prograns. 24 M LISUS Excuse ne, M. Rosenberg.
25 M LISUS | would like you, 25 This is not your witness, and M. Ratcliffe can
Page 319 Page 321
1 M. Ratcliffe, to undertake to informne whether at 1 speak for hinself. Don't interrupt.
2 any tinme between the inception of SARP and its 2 M RATCLIFFE |'Il take your question
3 ternination revenue sharing with the horse racing 3 under advisenent. |'mnot going to provide you
4 industry was identified in any mnistry's economc 4 with an answer there today.
5 devel opnent program and if it was, to produce the 5 MR LISUS You know |'mentitled to
6 documents that reflect that. 6 the Grown's position on this.
7 UA MR RATQLIFFE I'll take your request 7 M RATQLIFFE What's that?
8 under advisenent. 8 M LISUS | amentitied to the
9 MR LISUS Isit your position, 9 Qrown' s position.
10 M. Ratcliffe, inthis lawsuit that the revenue 10 UA MR RATQLIFFE VélI, that's fine.
11 share at Jots at Racetrack Programwas a busi ness 11 ["Il take it under advisement, and we'll get back
12 subsidy? 12 to you one way or anot her.
13 MR RATQLIFFE  Under the regine, 13 BY MR LISLS
14 funding was provided to the horse peopl e under -- 14 1120 Q In Decenber of 2011, were you
15 you know, under SARP. And |'mnot sure what your 15 involved in any briefings with Dalton MQuinty
16 question is then. Wat are you asking? 16 about the revenue sharing in the Sots at Racetrack
17 MR LISUS The questionisisit 17 Progran?
18 Ontario's position that the funds shared pursuant 18 A N, | don't recall that.
19 to Sots at Racetrack Programwas a provincial 19 1121 Q Veére you involved in any briefings
20  busi ness subsi dy? 20 with Mnister Duncan about the Sots at Racetrack
21 M RATQLIFFE Qur positionis that 21 Programin Decenber 2011?
22 the decision to termnate SARP was a policy 22 A That | don't recall.
23 decision made properly, and it was properly done. 23 1122 Q Ckay. Now | want to show you
24 So the particular question you're asking, | don't 24 anot her docurent dated Decenber 28, 2011.
25 knowthat it has any bearing on the |egal issues in 25 A Decenber 28?
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1 1123 Q Yes, sir. Sojust to orient 1 "Paynents under SARP conti nue
2 you -- 2 for 2012 to 2013, and beginning in
3 M LISUS Yes, the last docunent is 3 2013, O.Greturns funds to the
4 the next exhibit in sequence. 4 consol i dat ed revenue fund for
5 MR MATTHEVE. This is CREL831S8, 5 distribution by government to the
6 Exhibit 21. 6 industry via transfer paynents."
7 BEHBITNO 21: (CRE0018318. 7 Rght? Do you see that?
8 BY MR LISUS 8 MR RATCLIFFE  Wich paragraph? The
9 1124 Q W sawthat on Decenber 12th, 9 second col umn?
10 you're being briefed on a five-year phase-out. Do |10 BY MR LISUS
11 you renenber that? 11 1133 Q The niddl e col um, second bul | et.
12 A You showed ne the docunent. 12 A | see the reference, yes.
13 1125 Q Rght. W'renowat Decenber 28, |13 1134 Q Al right. Sowhat's being
14 and we are seeing a slide being sent to 14 proposed there is that the revenue generated by the
15 Barry Goodwin, Barbara Hewett, Hizabeth Yeigh, 15 slot machines at racetracks or casinos go to LG
16 Tanya VMtkins, and it says: 16 (LG sends the revenue up to the governnent,
17 "Note this slide has been 17 consolidate a revenue fund, and the consol i dated
18 approved by the ADMD" 18 revenue fund pursuant to transfer paynent
19 Wiat is that? 19 agreenents nmakes transfer paynents to the horse
20 A That's the assistant deputy 20 racing industry; correct?
21 mnister's office. 21 A This looks like it"s proposing a
22 1126 Q kay. And the assistant deputy 22 change in how the funds flowto the sector.
23 mnister was M. Goodwi n? 23 1135 Q Inthe manner that | just
24 A That's correct. 24 described; right?
25 1127 Q And he reported to you; right? 25 A Yes.

Page 323 Page 325
1 A That's correct. 1 1136 Q kay. Andit saysinthe third
2 1128 Q Al right. If we look over the 2 bul | et :
3 page, we see that what appears to be proposed here | 3 "By 2015 and 2016, the industry
4 by A.Gis a horse racing proposed approach. This 4 receives 100 nmillion in annual
5 is (LGB2316. Take a look at the proposed 5 transfer payments from governnent."
6 appr oach. 6 Rght?
7 A kay. |'mjust reviewng it now 7 A It says -- the third bul l et point,
8 1129 Q Sure. It may be -- I'minformed 8 yes, | see the reference.
9 that the docurents indicate that Finance generated 9 1137 Q Al right. Doyourecall, sir, at
10 this proposal, put it on an Q.G deck, and 10 the end of Decenber receiving this proposal from
11 circulated it. Ckay. So -- 11 Fi nance staff?
12 A I can't confirmthat. 12 A I'mnot copied on the email, but
13 1130 Q | knowthat. 1'mjust correcting |13 as | pointed out earlier, they were looking at a
14 the record. 14 nunber of options.
15 So this is a Finance proposal on an OLG |15 1138 Q (kay. Véll, we've seen the
16 deck. So you' ve seen the proposal ? 16 five-year phase-out. Nowwe're seeing a three-year
17 A I'vereviewedit. 17 proposed approach; right?
18 1131 Q Al right. And the proposal there |18 A Rght.
19 is that the government announces the end of the 19 1139 Q (kay. And all of the options that
20 Sots at Racetrack Programand introduces a 20 were being seriously considered, as we're seeing,
21 three-year plan to assist the industry in becomng |21 were escalated up to certainly the deputy minister
22 viable with reduced governnent support. Do you see |22 [ evel ; correct?
23 that ? 23 A Yes. 1'd be one of the
24 A That's the essential proposal . 24 recipients.
25 1132 Q Adit says that: 25 1140 Q  You would be one of the
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1 recipients; right? 1 have been prepared for briefing the Premer.
2 A Yes. 2 M RATCLIFFE  Take a monent to review
3 1141 Q Doyoualsoseeinthe deck at the | 3 the deck.
4 bottomright-hand corner where it says: 4 BY MR LISUS
5 "Horse racing in Quebec 5 1150 Q MNow if welook at page 16 of the
6 col l apsed at the end of 2008 when 6 deck, it says at the top:
7 the Quebec governnment abruptly 7 “In devel oprent of these new
8 stopped support to the horse racing 8 proposal s, QLG drew on extensive
9 industry with slots." 9 st akehol der consul tation and narket
10 A | do see that reference. 10 intelligence."
11 1142 Q Doyou recall being aware, sir, in |11 Do you see that?
12 Decenber of 2011 that the Quebec horse racing 12 A Just give me a second to find the
13 industry had col | apsed when revenue share with 13 page. | see the title, yes.
14 slots was abruptly stopped? 14 1151 Q Al right. Sowasit your
15 A Repeat that. 15 understanding, sir, as part of the Mnistry of
16 1143 Q Do you recall being awnare in 16 Finance that as of Decenber 2011, January 2012,
17 Decenber 2011 or early 2012 that the horse racing |17 that OLG had drawn on extensive stakehol der
18 industry in Quebec had col | apsed as a result of the |18 consul tation and narket intelligence?
19 governnent abrupt|y stopping sharing revenue from |19 A | wouldn't be surprised by the
20 sl ots? 20 fact that they were actively engaged, had
21 A Sothat point was made in the 21 consul tants on board.
22 context. Different sector, different circunstance |22 1152 Q Rght. You woul d have expected
23 between Ontario -- 23 themto have done so having regard to the
24 1144 Q Different sector? 24 consequences of the recommendations they were
25 A Wth different jurisdiction. 25 making; right?

Page 327 Page 329
1 1145 Q Dfferent province you nean? 1 A The scope of their nodernization
2 A Different province but also a 2 interns of their |and-based casinos, a nunber of
3 different type of profile. 3 things they were looking at. The prense was
4 1146 Q Wat was different? 4 [ ooki ng at changing their footprint.
5 A Interns of the Pari-Miuel 5 1153 Q And also you understood that as
6 support, interns of the size that the -- the 6 part of the stakehol der consultation and anal ysis,
7 significance of one big racetrack in Toronto -- 7 they had discussed the proposal as it says with
8 (ntario versus Quebec, that the profile sector 8 ongoi ng CRC work to inprove accountability and
9 differed. The point being, though, it did go 9 performance in the horse racing sector. Do you see
10 through a major restructuring as a result of the 10 that on the slide under 1? Q oss-referenced
11 changes in Quebec. 11 w th ongoi ng CRC work --
12 1147 Q  Ckay. 12 A | see that reference, yes.
13 MR LISUS That's the next exhibit. 13 1154 Q Al right. Adsol takeit, sir,
14 MR MATTHEVE | believe we're at 22. 14 that you as the deputy mnister and being new to
15 This is LGSB2315 and 2316. 15 this portfolio took sone confort in what you
16 BEHBIT NO 22 (.GSB0002315 and 16 understood to have been a very thorough and
17 (LGSB00023186. 17 extensive consul tation process undertaken by the
18 BY MR LISLS: 18 QLG wi th stakehol ders, including the horse racing
19 1148 Q | want to showyou CLG359, which |19 industry and CRC, about the changes which were
20 is aJanuary 3, 2012, slide deck. It's called the |20 being presented to you as a recomended approach?
21 Premer Deck. 21 A V¢ woul d have expected that they
22 MR MATTHEWS.  This was Exhibit 5 on 22 engage the sector.
23 M. Bardeesy's exani nation. 23 1155 Q And the regulator of the sector;
24 BY MR LISS 24 right?
25 1149 Q Thisis adeck that appears to 25 A And the regul ator of the sector.
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1 1156 Q Because that's good policy making, | 1 1166 Q And you understood and expect ed
2 right? 2 that the stakehol der -- the extensive stakehol der
3 A | think as part of any 3 consul tation process, which had been referred to,
4 understandi ng, you'd want to understand the 4 i ncl uded consultation with the stakehol ders who
5 envi ronnent . 5 woul d be affected by the proposed reconmendati ons;
6 1157 Q Al right. And what we see here 6 right?
7 proposed under the horse racing recomended 7 A That's correct.
8 approach is on page 21 of the deck? 8 1167 Q Al right. And you relied on the
9 A Aeyousaying thisis an LG 9 QLG peopl e who were invol ved in the process to have
10 deck? 10 done that?
11 1158 Q Yes, it's an QLG deck that was 11 A | would have understood they had
12 sent to the Premer's office. 12 sone |evel of engagenent with the sector.
13 A Ckay. | haven't seen this deck. 13 1168 Q And you woul d al so have relied, |
14 1159 Q Rght. W see here that what G |14 presume, on Finance staffers to have done the
15 i's recommending is a proposed approach wher eby 15 necessary consultation and anal ysis of inpacts of
16 governnent announces end of SARP and introduces a 16 proposed recomendat i on?
17 three-year plan to assist the industry in becoming |17 A They woul d have spoken to a nunber
18 viabl e wth reduced governnent support. 18 of folks and used whatever information they had
19 M RATCLIFFE  Wich bullet point and |19 available to them
20 whi ch col umm are you referring to? 20 1169 Q ay. And | just want to read you
21 THE WTNESS: It's simlar to the 21 M. Phillips' testinmony about what QLG had, in
22 slide. | don't knowif it"s identical, but it 22 fact, done in Novenber.
23 | ooks simlar to the one we tal ked about earlier. 23 Q "And although you have done
24 BY MR LISUS 24 quite a lot of study in support of
25 1160 Q It's the same one. Seens to be 25 the reconmendations that were
Page 331 Page 333
1 the sane one. 1 made -- ve discussed them June,
2 A Yeah 2 Cctober, Novenber -- you hadn't done
3 1161 Q Sep down -- 3 a study of what the inpact woul d be
4 A 1 didn't do aword check, but it 4 with cessation of sharing of SARP
5 | ooks simlar. 5 revenue; correct?
6 1162 Q  Sep down commencing 2012, and 6 A That's correct.
7 then $100 mllion in annual transfer paynents. 7 Q  And neither had the government?
8 A | see that reference. 8 A Not that |'mavare of.
9 1163 Q  You understood as the deputy 9 Q Al that was known at the tine
10 mnister that because LG was saying it had 10 that this direction was given was
11 undertaken extensive stakehol der consul tation, 11 that there would likely have been a
12 including with the regulator, that it had measured |12 col I apse of the horse racing
13 or understood what the inpact would be of the 13 i ndustry?
14 changes it was proposing; right? 14 A If the funding was withdrawn
15 A I'mnot sure | understand the 15 conpl etely.
16 question. Could you repeat it? 16 Q Andthat, in fact, happened in
17 1164 Q I'msinply saying you cane into 17 Quebec?
18 this process once it was well underway in 18 A Yes."
19 m d- Decenber 2011 as the deputy minister; correct? |19 So it woul d appear that soneone at (LG appears to
20 A Correct. 20 have known that if funding was withdrawn
21 1165 Q  And you had seen or were aware of |21 conpletely, the industry woul d col | apse. Does that
22 proposal s being put forward by Finance and QLG for |22 cone as a surprise to you?
23 changes to the revenue-sharing arrangement; 23 A | think there's a variety of views
24 correct? 24 as to how the industry woul d react.
25 A That's correct. 25 1170 Q Vell, M. Phillips is pretty clear
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1 that QLG understood that if funding was withdraan 1 forward.
2 conpletely, the industry would collapse. That's 2 1179 Q Al right. And we sawfromthe
3 what he testified to. 3 prior deck that the approach that your mnistry was
4 A  Hoasosaidhedidnt reviewit. 4 putting forward was a five-year phase-out approach;
5 171 Q kay. The deck says that when it 5 right?
6 was withdrawn in Quebec, the industry col | apsed; 6 A That was the approach they vere
7 right? It doesn't qualify that in any way? 7 proposing at that tine.
8 A Inour conversations, the point 8 1180 Q kay. "They" being the Mnistry
9 was raised and the question was asked, well, are 9 of Finance at that time, right?
10 they the sane type of econonmic activity -- 10 A A that tine.
11 1172 Q And so you had -- 11 M LISUS Next exhibit.
12 A -- different wagering, different 12 M RCBENBERG  For identification
13 reliance. Some tracks were very successful, very 13 only. | think that this wtness --
14 successful, relied on less Sots at Racetrack 14 THE WTNESS. | did not see that deck.
15 revenue. Some were dependent onit. 15 | wasn't copied.
16 And so it wouldn't translate exactly 16 MR ROSENBERG And M. Bardeesy wasn't
17 what happened in Quebec to Ontario, and that's 17 able torecall it either.
18 what -- the reason why | asked the ministry to look |18 THE WTNESS: | didn't see Mnistry of
19 at what it would do. 19 Finance as part of that enail trail.
20 1173 Q kay. Toreturn to what we said 20 MR MATTHEWS. Al right. Soit will
21 earlier, you understood, sir, as the deputy 21 be Exhibit G
22 mnister inlate 2011, early 2012 that the folks at |22 EHBTN2 Gfor Identification:
23 QLG had undertaken their consultation and anal ysis, |23 (LGSB0001359 and CLGSB0001360.
24 including expert analysis, and the Mnistry of 24 BY MR LISUS
25 Fi nance had done the sane thing; right? 25 1181 Q Now | want to show you the next
Page 335 Page 337
1 A\ had done review based on the 1 deck here, sir. V¢'re nowon the 19th of January
2 information we had. 2 2012, ORE214397. And this is entitled -- the
3 1174 Q (kay. So we can see that as of 3 subject is "Mterial DMBriefing." You're the
4 Decenber 28, the horse racing reconmended approach | 4 deputy mnister on January 19?
5 is the phase-out and $100 million annual transfer 5 A That's correct. O 2012.
6 paynments; right? 6 1182 Q Qorrect. And this deck you woul d
7 A That's the option that's on this 7 have seen, right, because you were briefed onit?
8 page, Ves. 8 A And this was leading up to a
9 1175 Q Al right. Infairness, sir, it 9 Cabinet comittee.
10 is the proposed approach that is presented, 10 1183 Q  Yes, because --
11 correct? 11 A | would have seen a deck. et her
12 A As we were going through the 12 this is the exact one -- these decks get tweaked on
13 budget process, we were always asked to whether or |13 a regular basis, so |'mpresumng based on the
14 not there could be further savings to neet our 14 emai| trail, | would have seen this deck or
15 fiscal targets. 15 sonet hi ng conpar abl e.
16 1176 Q | should rephrase. It is the 16 1184 Q Al right. And this is ganing
17 reconmended approach; correct? 17 optimzation conmttee deck, DMFPC  That's deputy
18 A FromQGyou re saying? 18 mnister fiscal prep coomttee; right?
19 1177 Q  Yes. 19 A Deputy nminister taking to the
20 A That's the CLG deck. 20 fiscal prep comittee. Correct.
21 1178 Q It's the recommended approach. 21 1185 Q Sothisis the deck that Iikely
22 I"mlooking at the words on the page, sir. Can you |22 went with you to the fiscal prep committee;
23 agree with me that that's what it says? 23 correct?
24 A I'mlooking at the page. A the |24 A | would inagine --
25 tine, that was the approach they were putting 25 1186 Q O was going to go wth youto the
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1 fiscal prep conmittee as of 19 January 2012; right? | 1 conmittee.
2 A CQorrect. 2 1197 Q  And who woul d be on the fiscal
3 1187 Q Thisis a deck conposed by the 3 prep committee?
4 jobs and econonic policy conmittee; right? 4 A That would be senior Prenier's
5 A This is a deck that woul d have 5 of fice and senior Cabinet office people.
6 gone to the jobs and economc policy committee. 6 1198 Q  Including you?
7 1188 Q For the purposes of making 7 A | was not on that committee, but |
8 proposal s and giving you information about the 8 woul d be presenting.
9 i npacts of those proposals; right? 9 1199 Q (kay.
10 A This would be providing feedback, |10 A | think this committee | would be
11 reaction, direction. 11 aregular attendee, but it wasn't ny comittee to
12 1189 Q Rght. Including proposed 12 chair or cochair.
13 financial inpacts; right? 13 1200 Q Sothisis aproposal; correct?
14 A Thisis a Cabinet comittee, if | |14 A | would say yes.
15 understand correctly, so the Cabinet conmittee 15 1201 Q Ad--
16 woul dn't give us financial inpacts. 16 A Adraft proposal.
17 1190 Q Sr, I'mlooking at the document. |17 1202 Q Rght. Andonthe first slide,
18 Ckay? n Side 12, it says "proposed financial 18 1D, sunmary of proposal :
19 inpacts.” n Side 13, it says "economc inpact." |19 "End the Sots at Racetrack
20 MR RATQLIFFE  Veéll, give M. Qsini a |20 Programand establish a transfer
21 monent to -- 21 payment programto provide ongoi ng
22 THE WTNESS.  You' re asking me whether |22 funding to the horse racing
23 this woul d be presented to the comittee. | 23 i ndustry."
24 under st ood you to say the comittee woul d be 24 R ght?
25 providing economc financial feedback. So | just 25 A That's what it says in the deck.
Page 339 Page 341
1 wanted to be clear. 1 1203 Q kay. Andif we go over tothis
2 BY MR LISS 2 fourth slide, whichis initiative 1B, right? Do
3 1191 Q Thisis a deck conposed, | 3 you see that?
4 understand, by the Mnistry of Finance jobs and 4 A No, | need togo-- initiative 1B
5 econom ¢ policy conmittee; is that correct? 5 | need to go on the screen.
6 A This is a deck that was prepared 6 MR RATQLIFFE Take a noment to read
7 for this cormittee -- 7 the --
8 1192 Q ay. 8 THE WTNESS.  And what are you aski ng
9 A -- that was going to a fiscal prep | 9 me to look at, in particular?
10 comttee to reviewbefore it went to the jobs and |10 BY MR LISUS
11 economic policy coomttee of Cabinet. 11 1204 Q Look at -- initiative 1Ais expand
12 1193 Q  Ckay. 12 the | and-based ganmng sites; correct?
13 A Sothereis a nunber of steps 13 A Rght. Sothisis abroad AG
14 along the way hefore material went to Cabinet. 14 noder ni zat i on.
15 119 Q ay. 15 1205 Q (Qorrect. And theninitiative 1B
16 A This would be one of the steps 16 i s one aspect of the inplenentation of that
17 along the way. That's why it kept getting revised. |17 expansi on; correct?
18 1195 Q Sothis was the deck that was 18 A CQorrect.
19 going to go to the jobs and economc policy 19 1206 Q Al right. Adinitiative 1B
20 committee? 20 tal ks about end Sots at Racetrack Program right?
21 A That's correct. 21 And the only point | want to make here, sir, is
22 1196 Q Al right. 22 that at this neeting, the recomended course of
23 A Based on what you showed ne -- | 23 action was a phased reduction over three years with
24 can't recall exactly -- this woul d have been 24 annual transfer paynents of $100 million beginning
25 presented at that tine to the fiscal prep 25 2015-16. It's the same recomrended course of
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1 action we sawin the prior document; right? 1 whi ch included senior officials of the Cabinet
2 A It looks sinilar. 2 office and the Premer --
3 1207 Q  And we know that a nonth has 3 A No, no, not the Premer. This
4 passed -- well, alnost a month. Decenber 28 to 4 fiscal prepis senior people inthe Premer's
5 January 19 has passed, and this continues to be the | 5 of fice.
6 recomended course of action; right? 6 1216 Q  But not hin?
7 A A that tine, yes. 7 A But not the Prener.
8 1208 Q Al right. Initiative 1A we 8 1217 Q Do you know that for a fact?
9 tal ked about a second ago, which was the broader 9 A Yes.
10 (LG noder ni zation process; correct? 10 1218 Q (kay.
11 A Bxpanding | and-based ganmng sites. |11 A Fiscal prep conmttee has no
12 1209 Q Yes. As we discussed a few 12 elected officials.
13 mnutes ago, it was your understanding that QLG had |13 1219 Q (kay. Wat about M. Gene? Wuld
14 conpl eted its extensive consultation wth 14 he have been there?
15 st akehol ders process with respect to the expansion |15 A Hewould not have been.
16 of land-based ganmng and the consequences of its 16 1220 Q  Wo woul d have been there fromthe
17 recomendati ons; right? 17 Premer's office? M. Bardeesy?
18 A | don't knowif I'd go as far as |18 A KarimBardeesy woul d have been in
19 to say "conpleted." There were ongoi ng 19 attendance. |'d say it's cochaired by the
20 di scussi ons, even to the point interns of talking |20 secretary Cabinet.
21 to individual municipalitiesin terns of |ocating 21 1221 Q Wois that?
22 gamng sites. | can't attest to the fact that 22 A It would have been Peter VMl |ace
23 they' ve exhausted al| their options. 23 at the time. And the principal secretary to the
24 1210 Q So you thought that they may 24 Premer, that could have been Chris Mrin (ph).
25 still, in fact, be consulting -- 25 1222 Q (kay. Jamson Steeve?

Page 343 Page 345
1 A There is always different elements | 1 A He night have been there as well.
2 of consultation. 2 1223 Q  You woul d have been there?
3 1211 Q Rght. Soyou thought that they 3 A | would have been as Deputy
4 may still be consulting with stakehol ders; right? 4 Mnister of F nance.
5 A You said the word "conplete." | 5 1224 Q Wy are there no elected
6 just don't knowif they were conplete or not. 6 officials?
7 1212 Q kay. And part of this deck isto | 7 A Because the Cabinet conmttee --
8 identify the key risks and considerations; correct? | 8 there's other comittees where el ected officials
9 A If you could turn me to that page. | 9 are that sit on.
10 Is this Side 8? 10 1225 Q kay. And so as you understood
11 1213 Q I'mjust -- yes, |'mjust 11 it, sir, the deck which you were given sumarized
12 following the deck. So Side 8, yes, key risks and | 12 the risks and considerations, the stakehol der
13 consi derati ons. 13 consi derations, and the proposed financial inpact
14 A kay. So | have the deck, that 14 and econom ¢ inpact; right?
15 page in front of ne. 15 A Al of those -- you're going
16 1214 Q kay. 16 through the titles of each of the slides?
17 A Qould you go back to Side 8 on 17 1226 Q  Yes.
18 the screen? That's it -- no. No. Key risks. 18 A Yes. Youreference it.
19 It's Side 8 | just can't see the print here. 19 1227 Q And the economc inpact of the
20 MR RATCLIFFE There we've got it. 20 decision is identified as nore than 1.1 billionin
21 You can slide it over soit's all on the screen. 21 addi tional revenue to the province annual Iy going
22 THE WTNESS:  (kay. So | have the page | 22 forward. Do you see that?
23 infront of ne. 23 A | see that.
24 BY MR LISUS 24 1228 Q 2.3 bhillionin newprivate capital
25 1215 Q And this collection of people 25 investnent within Ontario, the creation of
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1 approximately 3,000 net new permanent jobs; right? | 1 neeting, | want to show you CRE361127. If you | ook
2 A | seethat. 2 at the beginning of this email sequence, sir, it
3 1229 Q And that data woul d have cone from | 3 appears to concern a discussion that was underway
4 the office of economc policy; correct? 4 about |anguage in the Drummond report.
5 A It would have, | believe, cone 5 A Just give me a second here to
6 froma variety of sources. The job -- the net new | 6 reviewit.
7 permanent jobs woul d be office of economc policy. 7 M RATQLIFFE  Yeah, take your tine to
8 The revenue woul d likely be QLG and the private 8 read through it.
9 capital investnent would likely be LG 9 THE WTNESS.  Ckay. | had a chance to
10 1230 Q  Thank you. And then at 17, there |10 peruse this.
11 i s the proposed Cabinet mnute. Side 17 is a 1 BY MR LISUS
12 proposed Cabinet minute. 12 1235 Q Do you recall this?
13 A Sothat looks simlar to the 13 A It'sanemil -- | don't recall
14 option that was discussed earlier. 14 the specifics of the email, but | do recall
15 1231 Q Wat is the purpose of developing |15 correspondi ng back and forth.
16 a proposed Cabinet minute for reviewand approval ? |16 1236 Q Do you recall a request being made
17 A It goes through a review process |17 of M. Drumond to strengthen his recommendation on
18 interns of here's the mnute that wll be put in 18 Sots at Revenue going to horse racing industry
19 front of Cabinet for a decision, and so the idea of |19 fromthe words "reeval uate and address to nake it
20 having a draft minute is to ensure peopl e 20 stronger"?
21 understand what's in the mnute and to have a 21 A Sothere was an email from Cabinet
22 chance to comment on that minute before it went 22 office saying points to make to Don in order of
23 forward. 23 priority in there asking -- and | was one of the
24 1232 Q (Ckay. But theideais to conpose |24 addressees to the email -- to strengthen the
25 amnute that Cabinet is being asked to decide on; |25 | anguage.
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1 right? 1 1237 Q Rght. Youwanted himto say --
2 A Istobring forward a mnute for 2 to use stronger |anguage than "reeval uate and
3 Cabinet to review and decide on. 3 address.” Rght?
4 1233 Q (kay. 4 A The direction | got fromScott was
5 MR LISUS That's the next exhibit. 5 to provide stronger |anguage.
6 MR ROSENBERG For identification. 6 1238 Q Gt it. Sothe direction you got
7 M LISUS | don't think so. He was 7 fromScott, who was in the Cabinet office, was to
8 at the neeting. 8 ask M. Drunmond to use stronger |anguage than
9 M ROSENBERG Vés he able to identify | 9 "reeval uate and address.” Right?
10 the docunent ? 10 A It was part of the broader context
11 MR LISUS That's not the test, 11 of overall savings in the system And so | |ooked
12 M. Rosenberg. 12 at the language. So | was asked to | ook at the
13 THE WTNESS. It looks likeit's a 13 [ anguage, and | did.
14 simlar draft. It's adraft of a Cabinet docunent |14 1239 Q  Wen you |ooked at the |anguage,
15 that woul d have come to me. | can't attest tothat |15 you felt that "reeval uate" with respect to Sots at
16 specific one. 16 Racetrack Programand "address" wasn't strong
17 MR LISUS W understand. 17 enough; right?
18 MR MATTHEWS. Exhibit 23, CRE214397 18 A And I'mlooking for the suggest ed
19 and 214400. 19 wording. 1'mtrying to look for the references |
20 MR RCBENBERG You have ny objection. |20 did provide.
21 BEHBT N 23 (CRE0214397 and 21 1240 Q VeI, I presune --
22 CRED214400. 22 A And | think Don -- ny conversation
23 BY MR LISUS 23 with Don | don't recall exactly word for word.
24 1234 Q  Mving forward now, sir, to the 24 1241 Q  Don Drummond?
25 25th of January coming up to a February 28 Cabinet |25 A Don Drummond.  Viés it needed for
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1 right across the hoard. The governnent was faced 1 pr ogr ans.
2 with adifficult task of balancing the budget. 2 1249 Q You don't know whether or not he
3 There were tough -- tough decisions had been nade 3 was briefed on what the consequences woul d be of a
4 and that we needed to be | ooking for nore savings 4 termnation of the revenue share?
5 across the board. 5 A No, | don't knowif he was briefed
6 And so | did provide himlanguage on -- | 6 on that.
7 strengthening the language in this one area. | 71250 Q But you knew that he hadn't
8 don't have that -- | don't see ny response in the 8 eval uated that?
9 material you gave ne. 9 A | don't think he conducted -- not
10 | mean, | was speaking to Don Drummond | 10 that 1'mauvare of.
11 about our credit rating, our deficit targets, our 11 1251 Q Rght. Hetestified that he did
12 spending trajectory. There was a nunber of things |12 not, and it was not his nandate to eval uate the
13 | was talking to Don about. This would have been |13 inpact of termnation of revenue share on horse
14 one of many. 14 r aci ng.
15 1242 Q Didyoutalk wth Don about 15 A If you looked at his overall
16 reconmendi ng that the revenue sharing fromSots at | 16 mandate, he didn't delve into every nook and cranny
17 Racet rack Programbe elim nated? 17 within every governnent program but he had a | ot
18 A | don't think | talked -- | don't |18 of substantive recomendations that Ied to tough
19 recal . 19 choi ces for government to make.
20 1243 Q kay. Didyoutell Don-- well, I |20 1252 Q Dd you understand that
21 suppose as of January 25, there was only discussion |21 M. Drummond had di scussed the |and-based gam ng
22 or recommendation fromFi nance staff of a reduction |22 reviewwth LG or anyone at QL@
23 over three years and $100 nillion transfer payment |23 A 1'dbe surprised if he wasn't
24 going forward in 2015, correct? That was the 24 briefed on that.
25 recomended approach as of January 25? 25 1253 Q  You woul d be?
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1 A A that time. So of any language | 1 A I'msure he would be. | just
2 | woul d have given Don for consideration -- he 2 don't know to what depth and by whom
3 makes his own decisions -- 3 1254 Q Wy did you expect he would be?
4 1244 Q Rght. 4 A It was asignificant part of the
5 A -- would have been to talk about 5 activity going on about generating revenue. He was
6 reducti ons. 6 tasked with looking at howis it going to deliver
7 1245 Q Didyou speak with M. Drummond 7 onits deficit target and have to bal ance.
8 after January 25 and before the Cabinet neeting of 8 He was highly critical of a nunber of
9 February 28 about the elimnation of Sots at 9 different prograns and the value for taxpayer money
10 Racetrack Program-- 10 that the province was generating. And that woul d
11 A | don't recall. 11 be -- that would be a signature itemat |east
12 1246 Q  -- revenue share? 12 wthin the Mnistry of Finance.
13 A | don't recall having a 13 1255 Q M. Drumond never did put in the
14 conversation with him 14 stronger |anguage than "reeval uate" with respect to
15 1247 Q ay. 15 Sots at Racetrack Programrevenue share; correct?
16 A | had many conversations with him |16 A | don't recall exactly what his
17 on a variety of different topics. 17 words were, but Don Drummond nakes his own
18 1248 Q  And you knew that M. Drummond, of |18 deci si ons.
19 course, hadn't eval uated what the inpact woul d be 19 1256 Q Hs words are recomendation 17,
20 on racetracks and the breeding sector if the SARP |20 4.
21 revenue share was terninated? 21 "Reeval uate on the val ue for
22 A | know he was briefed fromall 22 nmoney basis, the practice of
23 mnistries on their assessment, so he may not have |23 providing a portion of net slot
24 conducted it independent!y, but he woul d have been |24 revenue to the horse racing and
25 briefed froma nunber of different groups on their |25 breeding industry and nunicipalities
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1 inorder to substantially reduce and 1 1265 Q V¢ re now January 26, CREB7519.
2 better target that support.” 2 A January 26. |s there material for
3 That's what his recommendation was. 3 ne to | ook at?
4 A Wat was the last part? To 4 1266 Q Thisis a governnent deck final.
5 substantially reduce and better target? 5 This is on January 26, sir. And it states on the
6 1257 Q  VYes. 6 third page of the deck "summary of proposal.” W&
7 A Roght. 7 see the proposal is with respect to the
8 1258 Q The last discussion you recall 8 noder ni zati on of gaming and the two business
9 with M. Drumond was January 25, at around that 9 lines -- the two general business lines: Lottery
10 time? 10 and gaming; right?
11 A Sol spoke to himon a fairly 1 A | seethat.
12 frequent basis up until when his report was 12 1267 Q And the second bul let point is:
13 released and after the report. 13 "\ did substantial
14 1259 Q ay. 14 consul tations with stakehol ders and
15 A I can't recall specifically when 15 validated our analysis with external
16 on this particular topic | would have spoken to 16 experts."
17 him 17 Rght? Do you see that?
18 1260 Q Anddovyouthinkit's likely, sir, |18 MR RATQLIFFE  Sorry, which bullet
19 that you spoke to himabout a proposal that was to |19 point is that?
20 reduce support over three years and then have a 20 MR LISUS Pardon?
21 $100 nillion annual transfer paynent going forward? |21 MR RATQLIFFE It doesn't appear to --
22 A | don't recall the specifics of 22 M LISUS The third slide.
23 getting into that proposal . 23 M RATQLIFFE Down at the hottom
24 1261 Q Ckay. You don't recall one way or |24 outside the box. Ve see it now
25 the ot her? 25 BY MR LISUS

Page 355 Page 357
1 A Yes. 1 1268 Q And | want to just pause here.
2 1262 Q V¢ knowthat that was the 2 You see that, the reference to substantial
3 recomended approach at the meeting of January 3 consul tati on?
4 19t h? 4 A Yeah. Normally when they give
5 A That was the proposal that the 5 thema deck, we don't see their speaking points.
6 mnistry was bringing forth for direction. 6 ["mseeing it now
7 1263 Q It's nore than a proposal, sir. 7 1269 Q Soyou're saying that the entries
8 It was a reconmendation; right? 8 beneath the square entitled "Summary of Proposal "
9 A | think there's a recomendation 9 are the speaking points for the presenters who are
10 for five years earlier. 10 going to present the deck?
11 1264 Q Ckay. 11 A That's how !l read this.
12 M LISUS Al right. This emil is 12 1270 Q Al right. Take a look at page
13 the next exhibit, January 25, 2012. 13 27. Just flip forward to page 27.
14 MR RCBENBERG For identification. 14 A Soit's a placehol der slot.
15 This hasn't been identified by the wtness. 15 1271 Q Rght. It says:
16 MR MATTHEWS. He's a recipient of the |16 "This slide wll be custonzed
17 emai |, M. Rosenberg. 17 with public interest inpacts
18 MR ROSENBERG  Maybe |'mlooking at 18 relating to the mnistry for the
19 different emails. | don't have a copy of that in 19 following mnisters.”
20 front of ne. 20 And it lists a nunber of ministers; right?
21 M MTTHEWE ORE361127. That will be |21 A | seethat.
22 the next exhibit. 22 1272 Q DOidyou understand, sir, that
23 MR RCBENBERG You have ny objection. |23 there was going to be a consultation -- let me say
24 BEHB TN 24 CRE0361127. 24 a briefing process within a few days of January 26
25 BY MR LISUS 25 to let key ministers know about what the proposed

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


http://www.neesonsreporting.com

Seelster Farms Inc., et al. vs Her Majesty the Queen In Right of Ontario, et al.
ORSINI, STEPHEN on February 13, 2018

Page 358 Page 360
1 approach or the reconmended approach was going to 1 inany briefings with M. Bardeesy and the Premer?
2 be at the upcomng Cabinet neeting? 2 A N
3 A Yes. Sothat's not unusual where | 3 1282 Q O M. Bardeesy and M. Duncan?
4 they brief nmnisters in advance to have a better 4 A Wen the Premer's officeis
5 under st andi ng. 5 there, typically not.
6 1273 Q V¢ heard fromM. Shortill and 6 1283 Q (kay.
7 M. Stransky that they briefed a nunber of 7 A | nean, |'ve had ny own briefings
8 mnisters in advance as to what the recommended 8 with the Mnister of Finance being his deputy
9 approach was. 9 mni ster.
10 A They're at those neetings. 10 1284 Q kay. And do you recall what
11 1274 Q You were not? 11 Mnister Duncan's preferred approach wes to the
12 A | was not. 12 Sots at Racetrack Programrevenue sharing at the
13 1275 Q Al right. And we see that the 13 end of January 2012?
14 slide at page 19 again refers to extensive 14 A | don't recall.
15 st akehol der consultation and anal ysis. 15 1285 Q kay. | want to show you
16 A | see that. 16 Exhibit 27 on the examnation of M. Stransky and
17 1276 Q And we see at Side 24, the 17 Exhibit 7 on the examnation of M. Shortill, which
18 proposed approach i s summarized in the nmidd e 18 is asumary of consultations with the mnisters,
19 col um? 19 various mnisters, undertaken at the end of
20 A | see the proposed approach. 20 February.
21 1217 Q And that, as we say, is the 21 A You're saying at the end of
22 initial step-down in 100 nllion a year transfer 22 February? | see February 1st. Aml nistaken on
23 paynents -- annual transfer payments going forward; |23 this email?
24 correct? 24 1286 Q End of January, beginning of
25 A That's what | think it says. 25 February is what | meant to say. Perhaps | didn't
Page 359 Page 361
1 1278 Q kay. And on Side 25 there'sa | 1 say that. February 1 and January 31.
2 speci fic representation about what the 2 A Gkay. | just wanted to clarify.
3 stakehol ders' concerns and inpacts are about this 3 1287 Q Does this generally accord with
4 approach; correct? 4 your understanding that there would have been a
5 A | seethat. 5 briefing of the ministers as to what was going to
6 1279 Q | understood that to the extent 6 be recommended or proposed at Cabi net?
7 that you were nade aware of this process, you 7 A Cten-- it's not unusual for
8 understood that stakehol ders, including the horse 8 mnisters to be briefed by the proponent mnistry
9 racing industry, had been consul ted about this 9 before Cabi net.
10 proposed appr oach? 10 1288 Q Ckay. Al right. Thank you. Do
11 A | don't know per se, if they were |11 you recal | being briefed?
12 consul ted on this proposed approach. 12 A | wouldn't typically be at those
13 1280 Q Ckay. But certainly we can see 13 neet i ngs.
14 fromthe docunents that as of January 26, that is 14 1289 Q You typically wouldn't be?
15 the proposed approach, the phased step-down and 15 A \Veuldn't be at those neetings.
16 then $100 mllion a year in annual transfer 16 1290 Q Rght. M. Sransky and
17 paynments; right? 17 M. Shortill saidit was the two of them
18 A A the tine, vyes. 18 A Yeah
19 M LISUS Al right. That's the next |19 1291 Q | want to showyou, sir, a
20 exhibit. 20 docunent, 80005 CRE, and this is a docunent that
21 BEHBIT NO 25: CRE0087519 and 21 cones under cover of an email February 1, 2012,
22 CRED087520. 22 You're on the email sequence.
23 BY MR LISUS 23 It's a chart prepared to respond to
24 1281 Q DOdyou, sir, at or around this 24 Peter Vil lace's request last night for a nowand
25 point intime, being late January 2012, participate |25 future state chart of gaming metrics.
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1 If we look at the chart, it shows that 1 A Let me confirmthat. Yeah
2 current 2011-12 horse racing industry funding Sots | 2 1300 Q It goes to you February 1,
3 at Racetrack Program 345 nmillion. And then it 3 material for FPC right, fiscal prep conmittee?
4 says at maturity, 2017-18, zero. Do you see that? | 4 A So | was sent something February
5 A | see the reference, yes. 5 2nd.
6 1292 Q And then the footnote: 6 1301 Q Rght. | think you were sent it
7 "The Sots at Racetrack Program 7 February 1, sir. February 1 material for FPCfrom
8 terminated and a new funding nmodel 8 Qeg Sajduhar?
9 i npl enent ed. " 9 A | see that.
10 A | see that. 10 1302 Q And your deputy, M. Goodwin --
11 1293 Q kay. MNow the Pari-Mituel Tax 11 A Assistant deputy.
12 Reduction obviously wasn't new It had been in 12 1303 Q -- assistant deputy suggests that
13 effect since 1996; correct? 13 | anguage be used reduci ng subsidies to the horse
14 A As| recall, | think that's the 14 racing industry to reinvest in key public services;
15 date. 15 right? And you say:
16 1294 Q Roght. 16 "I likeit."
17 MR LISUS That's the next exhibit. 17 R ght?
18 MR RCBENBERG For identification. 18 A Yes. | was trying to capture the
19 M MITTHWS He's a recipient of the |19 direction we were given.
20 emai |, M. Rosenberg. 20 1304 Q ay. Andthen, sir --
21 THE WTNESS: | woul d have been copied |21 MR LISUS Next exhibit.
22 on sormething going to Peter Vil ace. 22 EHBT N 27 CRE0012950.
23 M ROSENBERG That's fine. 23 BY MR LISUS
24 MR MATTHEVE  Exhibit 26. 24 1305 Q V¢ talked a mnute ago about this
25 BEHBIT NO 26: CRE0080004 and 25 neeting that you were not at that M. Bardeesy was
Page 363 Page 365
1 CRED080005. 1 at with the Premier. You got an email from
2 BY MR LISUS 2 M. Bardeesy on February 2. This is the email that
3 1295 Q MNow sir, we've heard evidence -- 3 you recall; correct?
4 and |'msure you've seen the emails -- that at a 4 A Yes. Hesent it to political
5 neeting with the Premer on February 2nd, the 5 staff and then sent a separate one to public
6 Premer decided to go to zero for horse racing 6 servants.
7 revenue share. Are you aware of that? 7 1306 Q Rght. Andthis was the first
8 A | recall anemail froma neeting. 8 tine that you were informed that the Premer had
9 1296 Q kay. Véreyou at -- and the 9 not -- had decided not to follow the recomended
10 emai | that you recall is the email from 10 approach of the three-year step-down and
11 M. Bardeesy; right? 11 $100 mllion annual transfer payments commencing
12 A That's correct. 12 February 2015-16; correct?
13 1297 Q Wre you at that neeting? 13 A (Can you repeat that?
14 A No. It vas informing ne and the 14 1307 Q This was the first that you heard?
15 deputy of Cabinet office the outcone of that 15 A Yes.
16 nmeet i ng. 16 1308 Q kay. And did you speak with
17 1298 Q W do you understand was at that |17 M. Bardeesy about the decision that the Prenier
18 meet i ng? 18 nade?
19 A That | don't know 19 A Soit was directiontogointo
20 1299 Q kay. | want to -- before we talk |20 Cabi net for a decision.
21 about that neeting, | want to ask you about an 21 1309 Q Didyou speak to M. Bardeesy
22 emai |, CRE12950. Now, this is a sequence in which |22 about the direction the Premer gave to --
23 there's a discussion about naterials for what 23 A | think the discussion to
24 appears to be a fiscal prep conmttee meeting. It |24 reconmend to Cabinet, which this would have
25 starts on January 30th. Do you see that? 25 entailed, would have been translated to staff, and
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1 they woul d be working up the material given at the | 1 EHBITNO 28 CRE0360917.
2 new di recti on. 2 BY MR LISUS
3 1310 Q (kay. Sothis was just a data 3 1318 Q And | want to show you CRE361000,
4 point for you? 4 which is Exhibit 10 on the examnation of
5 A Véll, it was -- at the tine, the 5 Bardeesy. So this is an email sequence that you
6 governnment was grappling with rising deficit. 6 don't appear to have been directly involved in, but
7 1311 Q | don't need a speech, M. Qsini. | 7 it culnminates with M. Anpleford saying:
8 This was just a data point for you. You were told | 8 "Karim never mnd the bel ow
9 by email fromM. Bardeesy that the direction from | 9 ["ve just heard fromMF they' ve
10 the Premer going into Cabinet is to goto zero for |10 been directed by their M "
11 horse racing. |'mnot asking you why. 11 That's mnister; right?
12 A I'mtrying to understand data 12 A Mnister's office.
13 poi nt . 13 1319 Q  "They've been directed by their
14 1312 Q Thisisjust a-- 14 mnister's office to remove the
15 A It's aninportant piece of 15 transition support, so the one-year
16 information giving us direction to take a proposal | 16 notice period is the transition.
17 into Cabinet for a decision. 17 Ve wll runwithit, and I'll send
18 1313 Q Fair enough. And the proposal 18 you al | revised docs when they cone
19 into Cabinet as of February 2 was to go to zero for |19 in. V¢ should still get this out
20 horse racing, not the -- 20 by 2."
21 A It wasn't entirely -- 21 Do you see that?
22 1314 Q Let nejust finish the question -- |22 A | seereference to that.
23 not the three-year step-down 100 nillion annual 23 1320 Q (kay. Sodoyourecall, sir,
24 transfer payments; right? 24 being aware on February the 3rd that the mnister's
25 A It wasn't that particular 25 office had directed Cabinet office to remove the
Page 367 Page 369
1 proposal, but there was still 70 million plus 1 transition support so the one-year notice period is
2 continuing to go to the industry through the 2 the transition? Do you remenber that?
3 Pari-Mituel Tax Reduction. 3 A Sothat was Cabinet office to the
4 1315 Q And M. Bardeesy says: 4 Premer's office copying people fromthe Cabinet
5 "For Cabinet dynamcs, he wants 5 office that they heard fromthe Mnister of F nance
6 the reality of the need for revenues 6 office to remove the transition. Yes.
7 to be clear, and he advises nay be 7 132 Q Rgnt.
8 coning inwth a package and 8 A That's what | see here.
9 allowing Cabinet to strip out sone 9 1322 Q CQorrect.
10 of the el ements."” 10 A | wasn't copied onit, but that's
11 Do you see that? 11 what | see.
12 A | see reference to that, yes. 12 1323 Q kay. As | understand that, what
13 1316 Q Wat did you understand comng in |13 Cabinet is saying is that Mnister Duncan's office
14 with a package and al | owing Cabinet to strip out 14 has directed Finance to renove the transition
15 sone of the elements to nean? 15 support, so there is going to be one-year notice
16 A The Cabinet submission tal ked 16 termination of revenue share and no support; right?
17 about all parts of modernization, you know, 17 A Besides the Pari-Mituel Tax
18 |'ocation of |and-based casinos. They had ot her 18 Reduction, but that's what | see here.
19 options on the Sots at Racetrack Program There 19 1324 Q M question to youis do you
20 was a nunber of different options available to 20 recal| that direction being given by
21 Cabinet. And it allows Cabinet to make changes to |21 Mnister Duncan on February 3?
22 the subm ssi on. 22 A | do not recall Mnister Duncan
23 1317 Q kay. 23 giving that direction.
24 MR MATTHEVE: Mark this as the next 24 1325 Q kay. And | presune, therefore,
25 exhibit, CRE360917. 25 that Mnister Duncan did not discuss that with you?
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1 A Hdid not. 1 Again, you aren't on these emails. It's Cabinet
2 1326 Q Al right. And do you recal | when | 2 office, Finance. Second fromthe top, it says:
3 you becane awere that Mnister Duncan had given 3 "Just got newfinal Premer's
4 that direction? 4 office and mnister's office -- "
5 A | don't know when, but it would 5 That's Finance because it's fromM. Goodwi n;
6 have been in the final Cabinet submssion that | 6 correct?
7 had to sign. 7 A | presune that's the case.
8 1327 Q | see 8 1336 Q "-- policy instruction on horse
9 M LISUS Now that's the next -- 9 racing and need to make sone edits,
10 BY MR LISUS 10 but signatures still fine."
11 1328 Q MNow | went to just ask you a 11 And it says:
12 poi nt about somet hi ng. 12 "Horse racing down to one
13 A Can |l get that back, please. 13 year."
14 1329 Q Yes. The email says: 14 Correct?
15 "I have DM signed versions of 15 A That's what it says in the enail.
16 deck and detailed subnission, but 16 1337 Q So as you understood it, sir,
17 ['mhearing fromMnistry of Finance 17 bet ween February 2 and February 3rd,
18 staff that the MDhas asked themto 18 Mnister Duncan and Premer MQiinty decided not to
19 hol d off production pending ongoi ng 19 fol l ow the recomended approach of either the
20 di scussi ons. " 20 five-year phase-out or the three-year phase-out,
21 Do you see that? 21 but to go to zero with no transition support
22 A Yes. 22 effective March 13th, and that was the direction
23 1330 Q | understand fromthat that as of |23 that they were taking to Cabinet; fair?
24 February 3 at 11:18, you had signed a version of 24 A Sothat's a direction we've heard
25 the deck, but there was still discussions between 25 fromthe mnister's office and Premer's office.
Page 371 Page 373
1 Cabinet office, Premer's office, and Mnistry of 1 1338 Q (kay.
2 Fi nance about what the Cabinet subnmission woul d 2 MR MITTHEWE This will be Exhibit |
3 actually say? 3 for Identification, CRE360994.
4 A That's correct. 4 BEHBIT N2 | for Identification:
5 1331 Q kay. And then, as you' ve said, 5 CREN360994.
6 you weren't involved in the decision made by the 6 BY MR LISLS
7 Mnister of Finance to renove the transition 71339 Q And Cabinet materials were being
8 support, but you woul d have becone aware of that 8 produced to take that recomendation to Cabinet;
9 when you saw revised Cabinet material; correct? 9 correct?
10 A That'd be a fair assessnent. 10 A So ve vere revising the Cabinet
11 1332 Q kay. Didyouever re-sign anew |11 material to reflect the direction.
12 deck? 12 1340 Q ay. Andif I show you
13 A | don't recall re-signing a new 13 Exhibit 12 fromM. Bardeesy's examnation, this is
14 deck. 14 an enai | which appears to be in the context of
15 1333 Q kay. Thank you. 15 revising the Cabinet subm ssions which concl udes
16 A That's not tosay | didn't, but I |16 with M. Goodw n saying:
17 don't recall. 17 "And horse racing positioning
18 1334 Q Al right. 18 changing to a conplete exit from
19 MR MATTHEVWS. So we'll nmark this for 19 programsupport in April 2013. Just
20 identification, Exhibit H 20 the notice period and out."
21 EXHBIT NQ Hfor Identification: 21 R ght?
22 CRE0361000. 22 A That's what | see here on the
23 BY MR LISLS 23 enai | .
24 1335 Q And | want to show you anot her 24 1341 Q Adthenit --
25 emai | sequence, which is also on February 3. 25 A | don't see nyself copied.
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1 1342 Q You weren't. A some point, sir, 1 sel f-serve lottery machines, extra
2 you becane engaged in assisting the messaging of 2 casinos in the GTA area; D
3 that decision for the purposes of Cabinet material;, | 3 maintaining a Sots at Racetrack
4 correct? 4 Programsubsidy at 100 mllion."
5 A I'dbeinvolved in, you know, the | 5 Rght?
6 presentation naterials. 6 A | see that.
7 1343 Q (kay. 7 1350 Q V¢ know that on February 4,
8 MR MATTHEVS Exhibit J is ORE361002. 8 Saturday, the deck still had -- the prior
9 BEHBIT N J for Identification: 9 reconmendati on, naintaining the $100 mllion annual
10 CRE0361002. 10 transfer payment, and that's comng out; right?
11 M LISUS Let's pause there. Take a |11 A O it's noving to another section.
12 break for half an hour. 12 1351 Q kay. Andit says:
13 -- Recess at 12:40 p.m -- 13 "These shoul d explicitly
14 -- Won resumng at 1:12 p.m -- 14 include the QG profit foregone from
15 BY MR LISLS. 15 not going ahead with the first three
16 1344 Q I'Il showyou Exhibit 14 on the 16 options. | think Mnister Duncan is
17 examnation of M. Bardeesy, whichis an enail 17 still working on how best to
18 sequence that begins fromBarry Goodwin to you and |18 position this, but ny understand is
19 others enclosing revised ganing naterials, and the |19 he wants to say that these were
20 sequence that starts February 3 around 5:30 p.m 20 consi dered, then rejected, rather
21 and continues through to February 4. 21 than giving Cabinet the chance to do
22 And it appears that the group is 22 the stripping out itself."
23 revising the naterials to go into the Cabinet 23 Do you see that?
24 subni ssion; right? 24 A | see that.
25 A It looks like they're finalizing 25 1392 Q kay. And what do you understand
Page 375 Page 377
1 the material going into Cabinet. 1 to be going on here with your minister?
2 1345 Q Rght. And you don't appear to be | 2 A | think they were looking at even
3 invol ved in making changes to materials. | presume | 3 a nore aggressive QLG noder ni zation plan, and they
4 that you woul dn't have done that? 4 took sone things out as part of the final
5 A It's pushed down into the 5 deliberations and based on their assessment.
6 or gani zati on. 6 And so rather than Cabinet taking it
7 1346 Q Rght. And | want to just ask you | 7 out, it looks like they took themout instead and
8 about M. Bardeesy's email. Vére you at the 8 just positioned it's less revenue than they could
9 Cabi net neeting? 9 have gener at ed.
10 A | would presune |'d be there. 10 1353 Q | also understand this to be
11 1347 Q But you don't recall? 11 saying that he wants Cabinet subnission to convey
12 A | don't recall the details, but I |12 that maintaining Sots at Racetrack Program subsidy
13 presume | woul d be there. 13 at 100 nmillion was considered and rejected; right?
14 1348 Q Rght. O M. Bardeesy's email of |14 And ve do -- as we reviewed the decks, that does
15 12:35, he says in the niddle: 15 appear to have been the case?
16 "After stakehol der 16 M RATQLIFFE  Counsel, you had a
17 consi derations should go a slide 17 chance to review this with M. Bardeesy.
18 that includes additional elenents 18 M LISUS Thisis his mnister's
19 that were considered, then 19 views, M. Ratcliffe. M. Bardeesy was not
20 rejected.” 20 speaking with Mnister Duncan. He nade that clear.
21 Do you see that? 21 THE WTNESS.  In totality, these
22 A Just point it out again. Yes. 22 explicitly include CLG profit foregone. So when
23 1349 Q (kay. He says: 23 you bundie it all in, what they've taken out is
24 "Specifically, A lottery-style 24 | ess revenue coming into government.
25 products in the hospitality sector, 25 BY MR LISUS
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1 1354 Q I'msinply referring to the one 1 Rght? Do you see that?
2 point there. 2 M RATQLIFFE  Wich part of the enail
3 A That's one of the elements, it 3 are you referring to?
4 appears, fromthis. 4 THE WTNESS.  |'mcurious as to how the
5 13% Q Mintaining Sots at Racetrack 5 Pari-Mituel tax is being maintained. Sothe
6 Programsubsidy at 100 mllion, and | understood 6 support for the sector wasn't being elininated, one
7 fromthis email that Mnister Duncan wanted to say 7 element of it. It says:
8 that that was one of the things that was considered | 8 "The Cabinet deck shoul d speak
9 and rejected. And that appears to accord with the | 9 to subsidies, the horse being
10 evol ution of the question of funding. Wéuld you 10 elimnated and not reduced."
11 agree wth nme? 11 ['mtalking about the Pari-Mituel tax. |'mjust
12 A There was several things that they |12 trying to understand in light of everything that
13 stripped out, some generating revenue and sone 13 was in the Cabinet docunent.
14 costing nore. And so he's referring to all of 14 BY MR LISUS
15 them 15 1363 Q M only point, sir, isthat it
16 1356 Q Correct. And the 100 nmllion -- 16 appears that as of February 4, Saturday, the deck
17 A Vés one of the itens -- 17 still had init the subsidies being reduced, not
18 1357 Q  That was costing nore? 18 el i m nat ed.
19 A Yes. 19 And M. Bardeesy, in light of the
20 1358 Q Al right. And so what 20 direction on February 2nd, is telling the teamto
21 Mnister Duncan appears to have been expressing a 21 make sure that the submssion is anended to
22 preference for was to tell Cabinet that the 22 reflect --
23 100 mllion was considered and rejected; right? 23 A That's what it says.
24 A I'mtrying to-- you're reading in |24 1364 Q Rght. Ckay.
25 nore to those words than on the page. 25 M LISUS That's the next exhihit.
Page 379 Page 381
1 1359 Q I'mjust reading. 1 Vs Exhibit 15 in Bardeesy.
2 "I think Mnister Duncan is 2 MR MATTHEWE  Exhibit L.
3 still working on how best to 3 EHBIT N2 L for Identification:
4 position this, but ny understand is 4 CREN361055.
5 he wants to say that these were 5 BY MR LISUS:
6 consi dered, then rejected. " 6 1365 Q Do you recall any discussion with
7 A That's what the words say. 7 M ni ster Duncan about the decision nade by hi mand
8 1360 Q kay. Youdon't recall, as you've | 8 Premer MQuinty February 2 and 3 to direct the
9 told ne, the Cabinet meeting itself? 9 elimnation of SARP revenue sharing effective March
10 A | dovaguely recall -- thisis 10 2013 with no transition support?
11 many, nany years ago -- a Cabinet neeting on this 11 A Dol --yourereferencing a
12 t opi c. 12 deci sion between the two. | can't confirmthey
13 1361 Q  Ckay. 13 spoke on the topic or they were through other --
14 M LISS Sothisis the next 14 through their offices. That's one. And the second
15 exhihit. 15 part?
16 MR MATTHEWS.  Exhibit K 16 1366 Q M questionis do you recall any
17 BEXHBITNO Kfor Identification: 17 di scussion wth Mnister Duncan about the decision
18 CRE0012973. 18 nmade by himand Premier MQinty on February 2 and
19 BY MR LISUS 19 3todrect the elimnation of SARP revenue sharing
20 1362 Q If we look at CRE361055, again, we |20 effective March 2013 with no transitional support?
21 see M. Bardeesy on Saturday, February 4 saying: 21 A S0l don't recall a discussion.
22 "The Cabinet deck on page 1 22 There coul d have been a briefing | eading into
23 shoul d speak to subsidies to the 23 Cabinet, but | don't recall the discussion.
24 horse racing industry being 24 1367 Q Al right. Wére you aware going
25 elimnated, not reduced." 25 into the Cabinet meeting on February the 8th that
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1 Mnister Duncan and M. MQinty had taken that 1 right?
2 deci si on? 2 A You're looking at the third HR
3 A V¢ got direction that -- we got 3 chart that is background on how we determne the
4 direction that they wanted to take that proposed 4 HRFTE racetrack i npact s?
5 approach to Cabinet for a decision, sowe did get 5 1377 Q Yeah, I'mlooking at the first
6 direction on that front through their offices. 6 page, 273, which is the email.
7 1368 Q Indeed that proposed approach is 7 A Rght.
8 what Cabinet endorsed on February 28th; correct? 8 1378 Q (kay. Attached, please find
9 A The final subnission going in, 9 revised --
10 correct. 10 A Yes, the third bullet point you're
11 1369 Q | want to show you the Cabinet 11 referring to, yes.
12 mnute that was given to Cabinet -- this is the 12 1379 Q  The second as well.
13 material that we understand was before -- or in the |13 A Yes, | see both of them
14 Cabi net briefing books. 14 1380 Q Al right. So go over the page.
15 And the Cabinet nminute is at page 404. |15 A Cay.
16 There's pages on the upper right-hand side. Let's |16 1381 Q Thisis the information provided
17 just go with that. Page 404. 17 by the nministry to answer any questions at Cabi net
18 A I'mjust looking for -- is thisa |18 on the question of the inpact on jobs in the horse
19 signed version of the -- it's one way to confirmit |19 racing section with the full elimnation of the
20 was a -- 20 slots funding; right?
21 1370 Q Yes, | believe it's signed. The 21 A | see that.
22 Cabinet briefing -- 22 1382 Q Andthat's the information
23 A The slide deck was signed. 23 provi ded by Finance for the Cabinet discussion;
24 1371 Q Yes. 24 correct?
25 MR RATQLIFFE 404 25 A | seethat, yes.

Page 383 Page 385
1 THE WTNESS.  So page 404.  (kay, | 1 1383 Q Al right. And if we go over to
2 have that in front of ne. 2 page 276.
3 BY MR LISUS 3 A Ckay, | have the page.
4 1372 Q Do you see the Cabinet Mnute 4 1384 Q These are mnister's speaking
5 Nunber 4? 5 poi nt s.
6 A Ninber 4? 6 A Yes, | see that.
7 1373 Q  VYes. 7 1385 Q  Wo prepares the mnister's
8 A Yes. 8 speaki ng points? The F nance staff?
9 1374 Q Andthat's quite a different 9 A It would be conbination of the
10 Cabinet mnute than the one that we saw previously |10 mnister's office running it by Finance officials.
11 in January; right? 11 1386 Q And we see at page 279, bottom
12 A It kept changing, but thisis the |12 bul | et:
13 final one that was taken into Cabinet. 13 "It is alsoworth noting that
14 1375 Q Ckay. MNow if we-- just holdon |14 the Drumond report will nake
15 to that material for now M. Qsini, and | want to |15 several recommendations for (LG that
16 give you CRE -- fine, just keep that in front of 16 the government will need to review
17 you, Sifr. 17 These incl ude closing one of the two
18 A kay. 18 head offices. Q.Gs proposal does
19 1376 Q If you look at page 274 of that 19 not do that."
20 package in the upper right-hand corner and go back |20 And you' re aware that M. Drummond's report did
21 to 273, we have Hizabeth Yeigh sending around 21 recommend cl osing one of OLG's two head of fices?
22 revised mnister speaking points, additional @ and |22 A Repeat that. Do | remenber --
23 As on municipal process, convenience stores, horse |23 1387 Q Hs report reconmended cl osing one
24 racing, FTE racetrack inpacts. That neans the 24 of LG s head offices; correct?
25 enpl oynent inpacts in the horse racing industry; 25 A | can't recall exactly, but he may
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1 have recommended that . 1 A N
2 1388 Q  This speaking point also says: 2 1400 Q | want to show you sone notes that
3 "And several other 3 she prepared. These are notes that she prepared
4 recommendations that are consi stent 4 describing her experience in the gamng policy
5 with A.Gs proposal, including 5 branch?
6 elimnating the Sots at Racetrack 6 A Sothisis July 17th, 2012?
7 funding support to the horse racing 7 1401 Q Yes.
8 industry."” 8 A It's an email she sent to herself.
9 Do you see that? 9 1402 Q Yes, she appears to have been
10 A Yes, | do see that. 10 preparing a summary of her experience in the ganing
11 MR RCBENBERG  You' ve al ready asked 11 policy branch and what she had done that year.
12 these questions of this witness. 12 A So | haven't seen this.
13 BY MR LISUS 13 1403 Q Al right. And | just want to ask
14 1389 Q And you and | can agree, sir, he 14 you to take a I ook at the fifth hashmark which
15 did not make any such recomendations? 15 says:
16 A | don't recall himnaking that 16 "The governnent was very
17 reconmendat i on. 17 interested in CLG s reconmendati ons
18 1390 Q So who's responsible for the 18 and in seeking Cabinet approval very
19 accuracy of the nminister's speaking points? 19 qui ckly as the noderni zation
20 A It would be the mnister's office. |20 activities were promted by A.Gas a
21 1391 Q And that's not you? 21 neans to provide significant revenue
22 A That's not me, no. It would have |22 to the province at the tinme when the
23 gone through the mnistry, you know, for fact 23 governnent is seeking any new
24 checks, but ultinately, the final changes, if nade, |24 revenues to hel p bal ance the budget
25 woul d then go through the minister's office. 25 infive years."
Page 387 Page 389
1 1392 Q  Wen you say "the mnister's 1 Do you see that?
2 office," you mean M. Shortill and Sransky? 2 A | do see that reference.
3 A The staff in there, yes. 3 1404 Q Does that refresh your
4 1393 Q (kay. 4 recol lection, sir, of the process the government
5 A It may not only be them |'mnot 5 was seeking Cabinet approval very quickly?
6 sure whether there was other people in the 6 A You asked the termfor a
7 mnister's office engaged. 7 fast-track. Sonetines it has a specific meaning.
8 1394 Q kay. This proposal was a 8 1405 Q | understand.
9 fast-track to Cabinet; right? 9 A | think people were working hard
10 A I'mnot sureit was. Normally a |10 right across the mnistry in a whole bunch of
11 fast-track to Cabinet, it bypasses a Cabinet 11 different areas to find savings for the fiscal
12 coomittee. M understanding was it was going to 12 pl an.
13 the jobs in economc commttee on -- 13 1406 Q Toput into the 2012 budget?
14 1395 Q nafast-track? 14 A That's correct.
15 A I'mnot sureif it was fast-track. |15 1407 Q  Wiether they were accurate or not?
16 Fast-track, | think, is when it bypasses the 16 A Everyone was working as hard as
17 commttee process, directly to Cabinet. 17 they could as fast as they could with the best
18 1396 Q Do you know M. \Métkins? 18 information they had.
19 A Is that Tanya Vétkins? 19 1408 Q kay. You would agree that it's
20 1397 Q  Yes. 20 inportant to make decisions that have serious
21 A Yes. 21 consequences for stakehol ders bhased on the best
22 1398 Q  And she worked in gaming policy? |22 information avail abl e?
23 A That's correct. 23 A That they woul d have, yes.
24 1399 Q And do you recal | her applying for |24 1409 Q O could get?
25 ajob or pronotion in the sumer of 2012? 25 A Inthe world of budget secrecy,
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1 peopl e are working towards a budget date. There's 1 Cabi net . "
2 [imts to the extent that they have the tine and 2 Do you see that?
3 ability to get the information. And sone of it my | 3 A | do see that.
4 or may not have been avail abl e. 4 1417 Q "V all had to operate under a
5 1410 Q  So where she says, "The governnent | 5 cone of silence until the
6 was very interested in seeking Cabinet approval 6 activities were nade public in
7 very quickly," woul d you agree with that 7 March. "
8 characterization of the process? 8 Do you see that?
9 A I'mtrying to think of relative -- | 9 A That's in reference to budget
10 there's a lot of decisions that went through 10 Secrecy.
11 Cabinet inavery tinely basis. It's hard tosay |11 1418 Q Andthismdeit difficult to
12 relatively to the whol e budget process. 12 manage other interested mnistries, agencies, and
13 1411 Q M. Vétkins was involved in this 13 st akehol ders; right?
14 process quite extensively throughout 2011 and 2012; | 14 A Because of budget secrecy.
15 right? 15 1419 Q MNow budget secrecy, sir, isa
16 A | presune she was if she was 16 practice which is designed to ensure that the
17 working in the division. 17 proposed budget is kept confidential beforeit's
18 1412 Q Just turn over the page, please. 18 announced; right?
19 V¢ di scussed how M ni ster Duncan and M. MQuinty 19 A Correct.
20 decided to -- 20 1420 Q It is not an excuse to make
21 MR RATQLIFFE  Counsel, you keep using |21 decisions that wll have significant inpacts on
22 the word "decided,” and I think M. Qsini 22 peopl €' s |ivelihoods without an understanding of
23 corrected you and said it was a recommendati on. 23 the consequences of those decisions; correct?
24 M LISUS | think we've used 24 A If your reference is tothe
25 different words. M. Qsini has said direction. 25 information available on hand to nake the decision,
Page 391 Page 393
1 He said -- 1 there is 50 pages of budget addendumthat tal ked
2 M RATCLIFFE  That was going forward | 2 about all the different expenditure reductions
3 to Cabinet. Nbot a decision. 3 right across government, all relying on the best
4 M LISUS Seeif | can satisfy you, 4 information we had at the tine.
5 M. Ratcliffe. 5 1421 Q I'mgoing to give you ny question
6 BY MR LISUS: 6 again. The concept of budget secrecy, you agreed,
7 1413 Q W discussed how M. MQinty and 7 is designed to ensure that the proposed budget is
8 M. Duncan decided not to fol l ow the recomendation | 8 kept confidential before it's announced. V¢ agreed
9 of staff with respect to the phased-out reduction 9 on that; right?
10 of SARP funding; right? W& discussed that. 10 A Yes.
11 February 2. 11 1422 Q Ckay. But the concept of budget
12 A Ve discussed the direction we were |12 secrecy does not excuse the governnent from
13 given to go a different approach. 13 properly identifying and neasuring the consequences
14 1414 Q Rght. And | want to just 14 of significant changes it's going to make to
15 reference a comment nade by M. Wétkins in this 15 prograns or comercial arrangenents; fair?
16 docunent, second |ast hashmark fromthe bottom 16 RF M RBENBERG (hjection. You're
17 A n what page, sorry? 17 asking the witness a legal question.
18 1415 Q  Second page. 18 M LISUS N, I'mnot. |'masking
19 A Kay. 19 hima process question about budget secrecy.
20 1416 Q "W did face roadbl ocks. V¢ had 20 THE WTNESS: | would say -- there was
21 information gaps which we had to 21 an assessment done at the time to deternmine is
22 fill, so we had to put pressure on |22 there enough infornation to nake a decision, and
23 Q.G and ourselves to fill them W& |23 asking staff, as we sawwith the Qand A they
24 had significant changes in 24 provide an assessnent of what the inpact would be
25 direction basically on the eve of 25 on the industry.
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1 MR LISUS 1'mgoing to mark 1 M. Ratcliffe, 1'll say February 8.
2 M. Wtkins' notes as an exhihbit for 2 BY MR LISUS
3 i dentification. 3 1428 Q Wat was really decided on
4 MR MATTHEWS. This is the next exhibit | 4 February 8 was that the |arger CLG nodernization
5 for identification. This is CREB8295, Exhibit M 5 plan was going to be approved; correct?
6 BEHBIT NO Mfor Identification: 6 A (n February 8th, the elenents of
7 CRED088295 and CRED088298. 7 Q.G s moderni zation plan was approved.
8 BY MR LISUS 8 1429 Q And the decision around the
9 1423 Q Let ne ask you a question, sir. 9 termnation of revenue sharing was just one small
10 If a budget decision is nade at Cabinet and before |10 i npl enentation feature of the arger modernization
11 it is announced or inplenmented in the budget, it 11 pl an; correct?
12 learns that it didn't have the necessary 12 A It was a key element of the plan.
13 information to understand the inpact and 13 1430 Q Rght. There was a key el enent as
14 consequences of the decision, | presune the 14 to how the plan was to be operationalized; right?
15 deci sion coul d be revisited; right? 15 A As part of the overall QLG
16 A Until the budget is announced, the |16 noder ni zation. In revenue generation, the ultimate
17 deci sions coul d be revisited. 17 goal was to generate sufficient revenues to help
18 1424 Q Rght. Andif the governnent 18 the governnent hit its fiscal targets.
19 becane avare that it had made a decision on 19 1431 Q CQorrect. And the way to do that
20 inconpl ete or inaccurate information, it would be 20 was the QLG noderni zation plan large lottery gam ng
21 incunbent upon it -- and that the consequences of 21 efficiencies; right?
22 maki ng a deci sion on inaccurate or inconplete 22 A Yes, correct.
23 information woul d be very harnful, it would be 23 1432 Q And the revenue sharing with the
24 i ncunbent upon it to reeval uate or revisit the 24 horse racing industry was one part of
25 deci sion; correct? 25 operationalizing that larger plan?

Page 395 Page 397
1 A Infact, we would often ask -- 1 A It was one part of their
2 even prior to announcenent if there was nore 2 noder ni zati on pl an.
3 information, we'd ask staff to take another |ook. 3 1433 Q  And the revenue-sharing aspect
4 Infact, | didon this particular case ask them 4 wasn't the nodernization plan. It was one of the
5 1425 Q Now after the government decision | 5 steps taken to inplenent or operationalize the
6 on February 2 and 3rd and the Cabinet decision on 6 nmoder ni zation plan; fair?
7 February 8, there was a communication plan put in 7 A It was -- as part of their plan,
8 pl ace; correct? 8 they wanted to relocate slots fromracetracks to
9 M RATCLIFFE M. Lisus, | think you | 9 their urban casinos.
10 used "deci sion" agai n when you' re tal king about 10 1434 Q And to operationalize the
11 February 2nd and February 3. | think the 11 rel ocation of slot machines fromracetracks to
12 distinction is inportant, and M. Qsini has 12 urban casinos, there was an uncoupling of revenue
13 indicated that that was a recommendation. It 13 share fromthose sl ot machines at racetracks;
14 wasn't a deci sion. 14 right?
15 M LISUS It's ny position, sir, 15 A There's a variety of ways to
16 that's what the decision was made, as | think you 16 inplement it, but certainly that woul d be one way.
17 know. 17 1435 Q kay. Thank you. Now one of the
18 BY MR LISLS: 18 reasons | was asking you about that, sir, is that
19 1426 Q Now a conmunication plan was 19 was an -- the larger CLG nodernization plan was an
20 agreed upon; correct? 20 inportant decision that had been taken in February,
21 A Communication plan is devel oped. 21 early February, February 8; correct?
22 ["mnot quite sure when it would be rolled out or 22 A The Cabinet did decide AGs
23 finalized. 23 nmoder ni zation plan on February 8.
24 1427 Q  Wat was really decided -- 24 1436 Q As far as you understood, as
25 M LISUS For your purposes, 25 you' ve expl ained to e, the revenue sharing was
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1 just one aspect of it? 1 and under review
2 A Vés an aspect of it. 2 But as the speech is witten,
3 1437 Q Rght. And you believe that the 3 this reads pretty muich as a decision
4 consequences of that decision would be a reduction | 4 that has been taken, and this is the
5 in the nunber of racetracks and a right sizing of 5 comuni cation of it. V¢ thought
6 the horse racing sector; right? 6 that was to be held until the week
7 A Sothe analysis that the nministry 7 of February 20 for announcenent, and
8 produced woul d be a snaller footprint for the -- in | 8 the speech was to allude toit, hut
9 sone of the materials shows the nunber of tracks 9 not announce the cancel | ation."
10 that the ministry believed would continue under 10 Do you see that?
11 that scenario. 11 A | see the reference.
12 1438 Q The nministry and you did not 12 1444 Q Do you renenber there being a
13 believe that there would be a total collapse of the |13 di scussi on about what Mnister Duncan should say
14 industry; correct? 14 about the decision that had been taken on SARP
15 A | don't believe we had that view |15 revenue shares?
16 based on the information | saw 16 A Alot of the preconditioning
17 1439 Q (kay. And part of the 17 speeches don't get into the budget-specific
18 comuni cations plan wth respect to this decision |18 announcenents. So it's a question of that the
19 was that Mnister Duncan was going to nake 19 budget itself would announce a lot of details, so
20 reference to it in a speech that he was giving at 20 ["mnot quite sure --
21 the Economic A ub on February 13; right? 21 1445 Q  Wo's being preconditioned with
22 A He does a preconditioning speech 22 this speech? The horse racing sector?
23 before every budget. 23 A | think in general, the speechis
24 1440 Q (kay. Wat do you nean by "a 24 totalk to the general public in lead-up to a
25 precondi tioning speech"? 25 budget .

Page 399 Page 401
1 A Véll, he sets sone broad 1 1446 Q Rght, but | presune one of the
2 paraneters |eading up to the budget, you know, the | 2 obj ects of preconditioning in a preconditioning
3 fiscal challenges, some of the tough decisions that | 3 speech is to precondition stakehol ders in a
4 the government woul d have to make, you know 4 particul ar budgetary decision; fair?
5 basical ly setting the scene for -- in lead-up to 5 A Not necessarily that every
6 the budget . 6 stakehol der gets informed in advance or
7 1441 Q | want to showyou an email, 7 precondi tioned in advance.
8 CRE209040.  This begins with an email to you 8 1447 Q | understand. To the extent that
9 attaching the latest draft of the proposed 9 a stakehol der is getting informed in a
10 mnister's speech for Mnday. 10 precondi tioni ng speech, the purpose of doing that
11 A kay. 11 istoprecondition that stakehol der for the budget
12 1442 Q And the mnister appears to have 12 decision that's been nade about them fair?
13 requested your and others' feedback. V&' ve got the |13 A So, again, the speech may or nay
14 draft of the minister's preconditioning speech; 14 not precondition.
15 right? 15 1448 Q Sr, we knowthat M. Duncan's
16 A | see that dated February 8th. 16 speech referred to the horse racing sector; right?
17 1443 Q  And then on February 9th, 17 A CQorrect.
18 M. Valido says -- there's some coments, and he 18 M RATQLIFFE Véll, Counsel, he's
19 inserts an overal | comment on horse racing and 19 ansvered your question. You asked if there was
20 says: 20 sonet hi ng where a stakehol der was going to be
21 "\ suggest this be reworked 21 affected as part of -- and whether that woul d be
22 significantly to noderate. The 22 addressed as part of the precondition speech, and
23 mnister can frame the issue of 23 M. Gsini saidin sone cases yes, and sone cases
24 excessi ve financial support to the 24 no.
25 sector, and it is not sustainable 25 BY MR LISUS
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1 1449 Q V¢ know the horse racing sector 1 1457 Q | see. And so when would the
2 was referred to in M. Duncan's February 13 speech; | 2 decision be final ?
3 correct? 3 A Inpractical terns, when it went
4 A That's what | understand. 4 to print.
5 1450 Q Al right. And the reason the 5 1458 Q (kay. And tabled in the
6 horse racing sector was referred toin this 6 | egi sl ature?
7 precondi tioning speech was to precondition themfor | 7 A Yes.
8 the coning comuni cation of the decision that had 8 1459 Q  Wich was when?
9 been made on February 8th; right? 9 A | can't recall the budget date.
10 A So the budget speech coul d 10 1460 Q Mrch?
11 identify a nunber of areas and a review 1 A It would be towards the end of
12 1451 Q | don't want to talk about 12 Mar ch.
13 hypothetical, sir. Let's talk about this case. W |13 1461 Q (kay.
14 know thi s speech which you revi ewed nade specific 14 A That's when it was tabled in the
15 reference to the horse racing sector; correct? 15 legislature. It's printed a week before.
16 A It did make reference to the horse |16 1462 Q Andin the period between the
17 racing sector. 17 Cabi net deci sion and when the deci sion goes to
18 1452 Q Rght. Andit nade reference to 18 print, the government woul dn't want to take any
19 the horse racing industry for the purposes of 19 steps to destabilize a sector or industry that was
20 preconditioning it to the decision that had been 20 going to be inpacted by a budget decision; right?
21 made on February 8th and woul d be subsequent!y 21 A Could you repeat that again for
22 communi cated with the budget; right? 22 ne, please.
23 A It could have been the intent, 23 1463 Q Inthe period between a decision
24 yes. 24 having been nade by Cabinet and its inplenentation
25 1453 Q That was the intent, sir. 25 inatabled budget, the government woul d not
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1 A To communicate to the sector that 1 undertake any steps to destabilize a stakehol der
2 their area was under review 2 that was going to be inpacted by the budget
3 1454 Q  VYes. 3 decision that had been taken.
4 A | think that's a fair assessment. 4 A | mean, that is conjecture.
5 1455 Q It's also afair assessnent that 5 There's a lot of things the government was
6 as of February 13, the area wasn't under review A | 6 including in the budget that had significant inpact
7 deci si on had been nade that 14 years of revenue 7 right across the board. And they weren't
8 sharing was going to end with no transition 8 comuni cating on all those areas. (n sone areas
9 support; right? 9 they were comuni cating.
10 A Sothe decision -- the ultinate 10 1464 Q It wouldn't have been appropriate
11 deci si on woul d have been conmunicated or planned to | 11 for the government to undertake a communications
12 be comunicated at this stage in the budget. The 12 canpai gn designed to destabilize a stakehol der that
13 question in the speech is how mich information to 13 was going to be affected by a budget decision. Can
14 share at that tine, and that was a judgnent call 14 we agree on that, M. Qsini?
15 made at that tine. 15 A | thinkit's nore along the lines
16 1456 Q And the judgnent call that was 16 that the details of any decision would be included
17 made at the tinme was to comunicate that their 17 inthe budget. \%& had a chance to present the full
18 sector was under review but it wasn't an accurate |18 picture.
19 communi cation; right? 19 If you present one piece of it prior to
20 A WUntil the government makes an 20 and not talk about the whole bullet hitting a
21 announcenent -- as you said so yoursel f, the 21 fiscal target and bal ancing the budget, you don't
22 Cabinet can always change their mnd, but until a |22 have the broad context, which is why alot of the
23 budget announcenent, it is still under review 23 details is included with the budget with the broad
24 because the government has ultinate choice of 24 context to go withit.
25 changing it. 25 1465 Q Soit wouldn't be appropriate to
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1 communi cate one piece of a budget decision? 1 announce the end of slots at tracks
2 A Yeah, it may or nay not. 2 Mnday but to use it as an exanple
3 1466 Q Andit wouldn't be appropriate to | 3 of a programthat was out of sync
4 deliberately have a communication strategy designed | 4 and needing cl ose review
5 to destabilize a stakehol der that was going to be 5 Suggesting it was |ikely toast but
6 affected by a budget decision; correct? 6 not saying that. | don't think
7 A Soyou're saying there woul d be 7 M --
8 comuni cation to destabilize? 8 That's the Mnistry of Finance office; correct?
9 1467 Q  VYes. 9 A Socanl just read this?
10 A Part of the communications 10 1475 Q Yes. Do you see where M. Goodwin
11 strategy is to help explain a decision so people 1 says to you:
12 under stand why those tough deci sions vere nmade. 12 "l can live with that because
13 1468 Q | agree. It isn't any part of a |13 the objective for Mnday was not to
14 comuni cation strategy to frighten stakehol ders 14 announce the end of slots at tracks
15 about a budget decision that hasn't been 15 Monday but to use it as an exanpl e
16 communi cated in the budget yet; right? 16 of a programthat was out of sync
17 A Wtil you had the broad context, 17 and needing cl ose review
18 sonetimes people don't fully understand. 18 Suggesting it was |ikely toast but
19 1469 Q  That's why you woul dn't 19 not saying that. | don't think
20 deliberately try to frighten themwth government 20 M --
21 conmmuni cati ons? 21 That's the Mnistry of Finance, M. Duncan's
22 A You wouldn't want to present it 22 office.
23 out of context. 23 A It normally is an abbreviation for
24 1470 Q Rght. You were aware, sir, in 24 mnister's office.
25 February 2012 that the LG was not operational |y 25 1476 Q Rght.
Page 407 Page 409
1 ready to answer questions about the inpact of the 1 "-- or ALGor MF."
2 deci si on made about SARP revenue share? 2 That's the civil service side of Fnance; correct?
3 A | think there was al ways nore 3 A That's how ! read that.
4 details. Even with a Cabinet decision, evenwitha | 4 1477 Q -- "areready to handl e an
5 budget announcenent, there's always details you 5 announcenent of the program
6 have to work through to be prepared to answer all 6 cancel lation. CQ.Gis not
7 the technical questions that mght fol | ow 7 operational |y ready to answer
8 171 Q | want to have you | ook at an 8 questions about inpact, so the more
9 emai |, CRE32059. 9 specificity and direction that is
10 MR MATTHEWS.  This we'll mark this 10 shared Monday, the more our risk
1 Exhibit 29, CRE209040. 1 goes up."
12 BHBIT N 29: CRE0209040. 12 Rght?
13 BY MR LISLS: 13 A For not being able to respond to
14 1472 Q  CRE32059. 14 quest i ons.
15 MR ROBENBERG | would like Exhibit 29 |15 1478 Q Neither the political staff inthe
16 marked identification. 16 mnister's office or ALGor Mnistry of F nance
17 BY MR LISUS: 17 staff were ready to handle an announcenent of
18 1473 Q Yourewth e here, M. Qsini? 18 program cancel | ation as of February 10; right?
19 A SoI'mlooking at a Document 19 A Fromthat, it appears so.
20 Nunber 1209, and it's an email between Barry and 20 1479 Q And O.Gwas not operationally
21 Eizabeth, and |'ve gotten an email trail. 21 ready to answer questions about the inpact;
22 1474 Q Yes. And Barry Goodwi n says to 22 correct?
23 you: 23 A O the details associated wth the
24 "l can live vith that because 24 pr ogr am
25 the objective for Mnday was not to 25 1480 Q And the reason they weren't
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1 operational |y ready to answer questions about 1 1487 Q  They have to make tough deci si ons
2 inpact or details is because they didn't know what 2 fairly; right?
3 the inpact or details woul d be? 3 A Based on the best information they
4 A Yeah, they would still be working | 4 have at the tine.
5 that out. 5 1488 Q  They have to make tough deci si ons
6 1481 Q kay. And that's the same with 6 responsi bly; right?
7 Finance and the nminister's office; correct? 7 A Based on the best information they
8 A | think there's always nore 8 have at the tine.
9 details that folks will have to work through. 9 1489 Q  They have to make tough deci si ons
10 M LISUS That's the next exhibit. 10 in good faith?
11 MR MATTHEVS  Exhibit 30. 11 A Based on the best information they
12 EHB TN 30: CRE0032059. 12 have at the tine.
13 BY MR LISUS 13 1490 Q  They have to inplenent their tough
14 1482 Q And are you awere, sir, that 14 deci sions properly and responsibly and in good
15 M. Phillips testified that, as you've seen, they 15 faith; correct?
16 didn't reconmend the termnation of the revenue 16 A Based on the best information they
17 share. Q.Gdid not reconmend that; correct? 17 have at the tine.
18 A You nentioned that yesterday. 18 1491 Q Based on the best infornation that
19 1483 Q And he also testified that between |19 is available tothem fair?
20 the time of CLGs recommendation to continue 20 A Available to themat that tine.
21 funding through consol i dated revenue fund transfer |21 1492 Q Rght. Here's what M. Phillips
22 payments and Mnister Duncan and M nister 22 told ne:
23 MQinty's direction to go to zero with no 23 Q  "Between the tine the Q.G made
24 transition support, there was no new consul tation 24 its 84-page report and
25 with industry or stakehol ders? Are you aware of 25 recomendation to the government and
Page 411 Page 413
1 that ? 1 it decided to go to zero in February
2 A It may be during the budget 2 2012, there were no new studies;
3 secrecy black-out. So | don't assune they woul d 3 right?
4 have been consul ted. 4 A N
5 1484 Q Wat's the purpose of having 5 Q Nonewinformation?
6 consul tations with peopl e when you consult with 6 A Not that I'mawere of.
7 themabout a conpletely different decision? 7 Q And no nore consul tations?
8 RF MR ROBENBERG  (hj ecti on. 8 A Again, not that |'mavare of
9 MR RATCLIFFE Wiy are you asking -- 9 that the government does on its own.
10 BY MR LISUS 10 Q Because | haven't seen any.
11 1485 Q I'mtrying to understand how 11 A QGdidn't conduct any.
12 governnent works, sir. Wat is the purpose of 12 Q Al right. And certainly goto
13 having a 12-nonth consul tation process about a 13 zero was a very, very substantial
14 conpletely different decision? 14 change fromwhat QLG reconmended?
15 A | can't attest to what they 15 A It was a change, yes, a
16 consul ted on. 16 substantial change.
17 1486 Q  Ckay. 17 Q And what QLG recomended was a
18 A Wiether they were consulting on 18 reconmendation made after a very
19 different options or not. | know that governnent 19  thorough and transparent
20 has to make decisions |eading up to a budget. They |20 consultation of stakehol ders;
21 do that every year, and they nake tough decisions. |21 correct?
22 And as part of that decision-naking 22 A Yes.
23 process, they go into budget secrecy at some point |23 Q  And between the tine of AGs
24 where they're not consulting to the same degree as |24 recommendation and the government's
25 they may have before or even after. 25 decision to go to zero, there was no

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


http://www.neesonsreporting.com

Seelster Farms Inc., et al. vs Her Majesty the Queen In Right of Ontario, et al.
ORSINI, STEPHEN on February 13, 2018

Page 414 Page 416
1 rmore consultation or transparency; 1 (Q.Gs hoard of directors under the
2 right? 2 | eadership of Chair Paul Godfrey."
3 A Nt by QG 3 A | seereference in this note to
4 Q Andyoure not aware of any by 4 that effect.
5 the governnment; correct? 5 149% Q Vés it your understanding, sir,
6 A I'mnot aware of any by the 6 that the QLG board of directors supported and
7 government. 7 reconmended the elimination of revenue sharing
8 Q And|I understand it wasn't your 8 effective March 13th with no transition support?
9 decision, M. Phillips, but you were 9 A I'mnot aware of that specific
10 aware and LG was aware that there 10 proposal going to the board. | did not speak to
11 would be an inmedi ate negative 1 the chair. The minister may have.
12 inpact on the breeding community 12 149 Q Thank you. Are you aware that
13 when the decisi on was announced; 13 M. Snobel en in February made public comments that
14 right? 14 were highly critical of what he understood to be
15 A Yes. The uncertainty relative 15 fromMnister Duncan's speech a governnent, a
16 to the future of both some of the 16 pendi ng governnent decision to elimnate revenue
17 track locations and the funding. 17 share?
18 Q And the value of horses to be 18 A Appending? |'mnot quite sure
19 bred and the market for those 19 what that means.
20 horses; correct? 20 MR RATQLIFFE  Counsel, howis this
21 A Again, less in our purview 21 rel evant ?
22 but -- 22 BY MR LISUS
23 Q  Generally. 23 1497 Q A pending government decision.
24 A As observers, we would 24 A (h, apending. He was critical of
25 understand that, yes." 25 the mnister's speech about a pending government
Page 415 Page 417
1 b d you understand there was no consul tations, no 1 deci si on.
2 transparency? 2 1498 Q To elimnate revenue sharing.
3 MR RATQLIFFE M. Lisus, | think 3 A And his comments before the budget
4 you're just going over the sane territory. You 4 or after the budget?
5 asked M. Qsini miltiple questions. He said that 5 1499 Q Before the budget, there were
6 the decision is made on the best available evidence | 6 comment s he nade publicly in the Toronto Sun.
7 at the tine. You're free to make whatever |egal 7 A So he was witing on the topic
8 argument you want based upon that, but... 8 before the Ontario budget.
9 BY MR LISLS 9 1500 Q Yes.
10 1493 Q M. Qsini, it'salsosaidinthe |10 MR RATQLIFFE Do you have a copy of
11 mnister's speaking notes for the February 8 11 that ?
12 Cabi net meeting that the decision to cancel or 12 M LISUS Sure. It's Exhibit 9 on
13 elimnate revenue share effective Mirch 13 with no |13 the examnation of M. Snobelen.
14 transition support was supported by the CLG chair 14 THE WTNESS.  It's too small to read.
15 and board of directors. Are you aware of that? 15 BY MR LISUS
16 MR RATCLIFFE  Can you show himthe 16 1501 Q I mean, it's a matter of record
17 docunent, please. 17 that he made conments in the press. |'mjust
18 BY MR LISLS: 18 asking you, sir, if you remenber that.
19 1494 Q Yes, I'Il giveit toyou, but I'lIl |19 A | don't remenber the details, bhut
20 read it. 20 | do, nowthat you show ne, renenber sone
21 "l have brought forward a 21 conment ary.
22 proposal that | believe bal ances 22 1502 Q kay. And do you renmenber that he
23 noder ni zati on of the ALGwith 23 al so made statenents he released on Ontario News
24 responsi bl e ganbling goals. The 24 Wétch, the video service, that were very critical
25 proposal has the full support of 25 of what he understood the minister to be
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1 preconditioning for, i.e., the termnation of 1 1513 Q Wat's your reaction to these ads,
2 revenue sharing? Do you renenber he nade -- 2 sir?
3 A | don't renmenber the specificsin | 3 A | don't comment on political ads.
4 the News Vétch you were saying. No, | don't 4 1514 Q I'masking you to coment on them
5 renenber that specifically. 5 A | don't have a reaction to
6 1503 Q Al right. And | want to ask you 6 political ads.
7 about the certain radio ads that were runin 7 1515 Q  You have no reaction to these ads?
8 February 2012, February 26-27, 2012. Do you 8 A Véll, | don't comment on political
9 renenber there being radio ads? 9 ads because it's not the purview of the public
10 A | renenber hearing about radio 10 service to coment on political ads.
11 ads. 11 1516 Q Wy were political ads run?
12 1504 Q | want to showyou a transcription |12 A You're going to have to ask the
13 of the radio ad. CRE0081193. This is an email 13 authors of the political ads.
14 fromBarry Godwin to you, and it says: 14 1517 Q Wo would | ask?
15 "Here is a copy fromthe two 15 A I'mnot even sure who woul d have
16 radio ads." 16 desi gned t hese ads.
17 A | see them 17 1518 Q  Wo do you think designed then?
18 1505 Q  Have you read then? 18 A | would be specul ating. | don't
19 A I'mjust going through them now 19 know - -
20 These are political ads. 20 1519 Q | want your best information or
21 1506 Q Wat does that nean? 21 belief. Wat woul d be your best belief?
22 A They're not reviewed or endorsed 22 A It would be the Premer's office.
23 or comented by the public service. 23 1520 Q (kay. Wuldit be M. Geneinthe
24 1507 Q Wy is M. Goodwi n sending these |24 Premer's office?
25 to you? 25 A | don't know It would be
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1 A It may be that we heard of ads, 1 possi bl'y someone in the comunication's side.
2 and we weren't avare of them and he's providing 2 1521 Q Véll, I asked M. Shortill, and he
3 what the ads were about. 3 didn't know | asked M. Bardeesy, and he didn't
4 1508 Q Wre you avare of these ads before | 4 know | asked M. Stransky, and he didn't know
5 they ran? 5 "Il ask M. Gene, but I'mjust trying to find out
6 A | was unaware. | believe | was 6 who conposed and authorized and directed these ads
7 unawer e. 7 to be run.
8 1509 Q  VWére you awere that these 8 M RATALIFFE M. Qsini said he
9 political ads were going to run? 9 didn't know
10 A | was not aware of when they were |10 BY MR LISUS:
11 running. | wouldn't conment on themeven if | did. |11 1522 Q Let's just take a look at these
12 1510 Q  So why would M. Goodwin send you |12 ads. It says:
13 these radio ads if you weren't aware of then? And |13 "Did you know that TimHidak's
14 | understand you to be saying you had no 14 PGs started a secret subsidy for a
15 i nvol vement in them correct? 15 few very weal thy racetrack owners?"
16 A Correct. 16 That's not an accurate characterization of the
17 1511 Q  So why would M. Goodwin be 17 Sots at Racetrack Programrevenue share; right?
18 sending themto you? 18 A | wouldn't comment on a political
19 A | don't know other than he nmay 19 ad.
20 have thought they were regular ads, and when he saw |20 1523 Q Sr--
21 the text, shared them 21 A And | wouldn't coment on a
22 1512 Q  Wat about the text would cause 22 political ad.
23 himto share themw th you? 23 1524 Q M. Qsini, you're here to give
24 A They're political ads. ¢ don't 24 evi dence on a cross-examnation for the purposes of
25 comrent on political ads. 25 a lawsuit, okay?
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1 A You're asking ne to coment on a 1 breeders' breeding season?
2 political ad. | don't coment on political ads. 2 A | did not know
3 1525 Q I'masking you to agree that this 3 1534 Q  And we've discussed al ready how
4 ad's characterization of the Sots at Racetrack 4 the breeding sector had gone through a period of
5 Programas a secret subsidy for a fewvery wealthy | 5 instability in 2009 and 2010 and the steps taken
6 racetrack owners wes a lie. 6 with the mnistry support fromthe Ontario Racing
7 A It'sapolitical ad, and | don't 7 Programto stabilize the sector in 2010, 20117
8 comment on political ads. 8 A | recall our conversation on that.
9 MR RATQLIFFE He indicated he didn't 9 1535 Q Do you recall there being news
10 know where it came fromor who wote it, and if you |10 rel eases about the government's comitnent to the
11 want to make your argunent, you're free to nake 1 long-termfuture of racing and breeding; right?
12 your argument in terns of what it says and whether |12 A | recall that discussion.
13 it's accurate or not, but he has no comment onit. |13 1536 Q And do you recal| the CRC making
14 BY MR LISUS 14 industry rel eases and posting its plans onits
15 1526 Q Let ne ask you a question, sir. 15 websi t e?
16 Do you renenber yesterday we spoke about the 16 A | recall seeing those postings.
17 various speaking points for the estinates 17 1537 Q And then we see the Premer's
18 comittee? Do you remenber that? 18 office putting out ads like this to destabilize the
19 A | do renenber. 19 breeding sector. Do you think that --
20 1527 Q  And do you renenber those speaking |20 MR RATQLIFFE  Counsel, you don't know
21 points talking about SARP as a good programt hat 21 that it's the Premer's office.
22 benefits the agricultural sector and -- 22 MR LISUS Véll, who could it possibly
23 A It talked about howthe SARP 23 be?
24 programwas hel ping the sector. 24 M RATQLIFFE Véll, | don't know
25 1528 Q So can you hel p me understand how |25 Eventual ly you'll find out, | guess. It's not
Page 423 Page 425
1 in the space of a fewnmonths the SARP programgoes | 1 clear it's relevant in any way, and he's indicated
2 frombeing a good program hel ping the sector to a 2 he can't coment onit. So you're free to use it
3 secret subsidy for a few very weal thy racetrack 3 what ever way you want.
4 owner s? 4 BY MR LISUS
5 MR RATQLIFFE He said he can't 5 1538 Q Youand | can agree, sir, that
6 conment on that. He has no conment. 6 these ads have nothing to do with ganing policy?
7 BY MR LISUS. 7 A They're political ads.
8 1529 Q Doyouthink thisis a 8 1539 Q They're vicious political ads;
9 comuni cation nade in good faith, sir? 9 right?
10 A | don't know who authored it and 10 A They're political ads.
11 their intent. It's apolitical ad, and, as | said, |11 1540 Q Youwon't agree that they're
12 | don't comment on political ads. 12 Vi Ci ous?
13 1530 Q Can you identify any good intent 13 A | don't conment on political ads.
14 inthe text of this ad? 14 1541 Q Didyou know that Cabinet
15 MR RATQLIFFE He said that he can't 15 mnisters were dissemnating these ads?
16 coment on it. 16 A | didnot know that.
17 BY MR LISUS: 17 1542 Q Doyouthinkit's appropriate for
18 1531 Q Are you aware when the breeders' 18 Cabinet mnisters to be dissemnating ads |ike
19 breeding season is? 19 this?
20 A No. Vétalked ahit about it 20 RF M RATQLIFFE He's not going to
21 yest er day. 21 answer that. \&'ve covered this over and over
22 1532 Q Do you knowthat it's in February? |22 again. You're free to make whatever argunent you
23 A No, | did not. 23 want .
24 1533 Q DOdyou know that these ads were |24 BY MR LISUS
25 being rel eased right at the beginning of the 25 1543 Q If the ads came fromthe Premer's

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


http://www.neesonsreporting.com

Seelster Farms Inc., et al. vs Her Majesty the Queen In Right of Ontario, et al.
ORSINI, STEPHEN on February 13, 2018

Page 426 Page 428
1 of fice, you woul d have had to have heen aware of 1 frombeing a good programthat supported the rural
2 it; right? 2 agricultural sector to being a secret subsidy for a
3 A Not necessarily. 3 few weal thy racetrack owners?
4 1544 Q You'retelling ne that someone in | 4 A | can't comment on that |ast
5 the Premer's office -- 5 ref erence.
6 A Wen it comes to political ads, we | 6 1554 Q Do you recall being surprised by
7 don't comment on them 7 the radio ads when you became aware of then?
8 1545 Q I didn't finish the question. 8 A | don't comment on political ads.
9 MR RATQLIFFE VeIl -- 9 1555 Q I"'mhaving troubl e understandi ng
10 BY MR LISUS 10 your answer. |'mnot asking you to comment on the
11 1546 Q Avevyoutelling me that someone in |11 political ads. |'masking if you were surprised --
12 the Premer's office can put out radio ads to the 12 A The political side of a governnent
13 public wthout the Premier being aware? 13 does ads all the time. \& don't coment on them
14 RF MR RATQLIFFE He's not answering any |14 They cone and go, and it -- so when they cone in,
15 more questions about this. \é've covered this 15 when we do see them we don't comment on themif we
16 territory over and over again. 16 do see them \¢ may not see them
17 BY MR LISLS 17 1556 Q The political side of the
18 1547 Q | want to show you Exhibit 13 on 18 government is the side that nakes the decisions?
19 M. Shortill's examnation. Take a look at that. 19 A Decisions made by governnent, so
20 Laurel Broten, who was Laurel Broten in February 20 the decision to do the ad woul d be a political
21 2012? \Vés she a Cabinet minister? 21 deci si on.
22 A She left Cabinet. 22 1557 Q The decision to cancel --
23 1548 Q She lost her seat in the 2011 23 A That woul d be a Cabinet decision
24 election, didn't she? She's a former Cabinet 24 made by governnent.
25 mnister; right? 25 1558 Q And the Cabinet decision or the
Page 427 Page 429
1 A Yes, she was a fornmer Cabinet 1 elected mnisters, correct, like Mnister Broten?
2 mni ster. 2 A (ollectively, Cabinet makes a
3 1549 Q And what she is doing is sending 3 deci si on.
4 an emai | out, which said fromLaurel Broten, 4 1559 Q V¢ can agree that those decisions
5 Sunday, 26 February 2012, and it's di sseninating 5 shoul d be nade in good faith; right?
6 this radio ad, and she signs the email 6 A Those decisions are nade as part
7 Laurel Broten, Mnister of Education. Do you see 7 of Cabinet deliberation that factors in a nunber of
8 that ? 8 attributes.
9 A | do see that. 9 1560 Q If ads Iike this have nothing to
10 1550 Q Soit appears a Cabinet mnister 10 dowith the civil service, why is it being enailed
11 is dissemnating these ads; right? Do you see 11 around to the civil service?
12 that? 12 MR RATQLIFFE M. Lisus, you keep
13 A | seeit's aliberal party ad So |13 beating this drum but --
14 it's apolitical ad done by the Ontario -- 14 M LISUS ['mjust tryingto
15 1551 Q  Sent by the Mnister of Education; |15 understand what's goi ng on.
16 correct? 16 M RATQLIFFE He's answered your
17 A | can't attest to -- 17 question.
18 1552 Q  She woul d have been at the Cabinet |18 M LISUS No, he said he doesn't
19 meeting on February 8th; right? 19 conment on political ads.
20 A | don't know who was in 20 M RATQLIFFE \éll, no, quite apart
21 at t endance. 21 fromthat. He said he didn't knowwhy it was being
22 1553 Q kay. Can you offer any 22 circulated out there, and you keep asking that
23 expl anation for why the government's position seens |23 questi on.
24 to have so radically changed in the space of just a |24 BY MR LISUS
25 few nonths about the Sots at Racetrack Program 25 1561 Q DOidyou ever ask M. Duncan about
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1 this ad? 1 "Di scussed issues on a cal |
2 A N 2 with M. MMekin this afternoon.
3 1562 Q DOid you ever ask anyone in 3 As agriculture minister, he was
4 Mnister Duncan's office on the political side 4 hoping that there was a nmore
5 about the ad? 5 i n-depth econonic inpact analysis
6 A N 6 that had been done of the strategy
7 M LISUS Howare we coning al ong 7 of one-year w thdrawal of subsidy.
8 with Project 76, M. Ratcliffe? 8 V¢ clarified sone direct
9 MR RATQLIFFE | understand that -- 9 enpl oynent nunbers with himon the
10 it's here? 10 phone and sai d CRC was doing a few
11 MR KCRT:  Yes. 11 scenarios for next week, but
12 MR LISUS That's the next exhibit. 12 frankly, we do not have a detailed
13 M MITTHVWE Radio ads, CRE1193, 13 study of the sort that he was hoping
14 Exhibit 31 14 we had."
15 MR ROSENBERG Wy are we marking this |15 Do you see that?
16 as an exhihit? 16 A | see that reference.
17 MR MATTHEWS. Because it's an email to |17 1568 Q Doyourecall Mnister MMekin
18 him 18 questioning why there wasn't a nore detailed study
19 BEHBIT NO 31: (CRE0081193. 19 and M. Goodwi n saying there wasn't one?
20 MR RATQLIFFE  There's a 20 A | dorecall seeing this email, not
21 clarification, | guess, just in ternms of which 21 the details, per se, but...
22 mnistry it was. 22 1569 Q  And you responded sayi ng:
23 M KORT: A thetinme it was the 23 "Thanks for the update. If we
24 Mnistry of Economic Devel opment and Gowh. That |24 can get CEP to do sone econonic
25 has a different nane. 25 anal ysi s that shows the net inpact
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1 THE WTNESS: That's the current name 1 of cutting horse racing subsidies
2 now The previous nane -- 2 and investing in health care and
3 MR KCRT:  Econonic Devel opnent and 3 education. "
4 Trade. 4 That's what your solution was to the issue of
5 THE WTNESS:  Yes, Economic Devel opment | 5 Mni ster MMekin being concerned that there wasn't
6 and Trade. That woul d have been the mnistry 6 a more in-depth economc anal ysis; right?
7 charged with oversight of the review 7 A He was asking themto do sonme nore
8 BY MR LISUS 8 econoni ¢ anal ysi s | ooking at both sides of the
9 1563 Q Now after Mnister Duncan's 9 equati on.
10 speech, the industry reacted to the message; right? |10 1570 Q kay. Thisis 11 days after the
11 A | don't recall exactly. 11 deci sion has been taken at Cabinet; correct?
12 1564 Q Did you becorme aware of Mnister 12 A Thisis February 17th.
13 MMeeki n expressing unhappi ness about the way the 13 1571 Q  February 19th.
14 deci si on was made? 14 A 19th
15 A As mnister for Agriculture and 15 1572 Q  Yes.
16 Rural Affairs? 16 A And the decision was on February
17 1565 Q VYes. 17 18th.
18 A He may be getting feedback from 18 1573 Q  February 8.
19 the sector, and he may have commented. | don't 19 A 8
20 recal . 20 1574 Q Rght?
21 1566 Q Ckay. | want to showyou an email |21 A Yes.
22 sequence, 106086. This begins with an email from |22 1575 Q If we go on on February 2nd,
23 Barry Goodwin to you February 17. Ckay? 23 M. Goodwi n is speaking with M. Yeigh?
24 A Kay. 24 A February 2nd?
25 1567 Q Ad M. Godwinis telling you: 25 1576 Q February 19.
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1 A kay. VYeah. 1 M RATQLIFFE Counsel, there it goes
2 1577 Q M. Yeigh and M. Goodvin are 2 again, a decision by M. Duncan and the forner
3 emai | ing each other. M. Yeigh is saying: 3 Premer to cancel the decision. Perhaps you can
4 "Bit of another factor for us 4 reframe that.
5 to think about -- spoke with someone 5 BY MR LISUS
6 who rentioned the quick renoval of 6 1583 Q The direction given by Mnister
7 these funds will result in excess 7 Duncan and Mnister MQinty to cancel revenue
8 horse suppl y which coul d cause us 8 share with no transition support and one year's
9 further negative press if they are 9 noti ce.
10 eut hani zed. " 10 MR RATQLIFFE | think
11 Do you see that? 11 "reconmendation” is the word that we agreed upon
12 A | do see that. 12 previ ousl y.
13 1578 Q Sothe question of euthanization 13 MR LISUS | don't think we agreed on
14 of horses is now energing as an issue that hadn't 14 anyt hi ng.
15 been thought about; right? 15 THE WTNESS.  So your question is?
16 A Sol can't say hasn't been thought |16 BY MR LISUS
17 of, but it does surface here in the email system 17 1584 Q Aeyou avare that Mnister
18 1579 Q kay. And do you see M. Goodwin |18 MMekin was not included in that decision-making
19 says: 19 process?
20 "Yes, | assumed sone horses 20 A Again, | wasn't at that neeting
21 woul d be put down rather than 21 wth the Premer and what comunications it had
22 maintained. Especially if 22 wth his office. | presume he was at the Cabinet
23 nei ghbouring j urisdictions al so 23 discussion, although | can't --
24 getting smaller. Confidentially a 24 1585 Q He doesn't seemto have
25 few strange exchanges with T." 25 understood, sir, what was bei ng reconmended and
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1 Do you understand that to be Ted MMeekin? 1 agreed upon.
2 A | don't have a sense of who Tis. 2 A Sol can't -- | can't explain or
3 1580 Q (kay. 3 assess what his level of understanding at
4 "-- exchanges with T late 4 Cabinet -- if he was there or not.
5 Friday with Blair, and that got him 5 1586 Q (kay. Vére you aware of conments
6 edgy about the infornation we've 6 he made publicly subsequent!|y about the manner in
7 been using and how confident to be. 7 whi ch the decision was nade?
8 Let's discuss on Tuesday norning so 8 A | don't recall himspecifically
9 you can be fully plugged into 9 conmenting on the process.
10 efforts to make calls to other 10 1587 Q Do yourecall himsaying that the
11 provinces and to reassure hima 11 governnent dropped the bal | ?
12 l[ittle. Vés edgy. Meting with 12 MR RATCLIFFE  Maybe you coul d show
13 Mnister MMekin not so good." 13 himthe coment.
14 Do you see that? 14 THE WTNESS. | don't recal | himsaying
15 A | do see that. 15 t hose words.
16 1581 Q You see M. Hizabeth Yeigh says 16 BY MR LISUS
17 above: 17 1588 Q Do you recall Kathleen Wnne
18 "MMekin feeling left out in 18 maki ng public conments about the manner in which
19 the cold no doubt." 19 the decision was nade?
20 See that? 20 A | can't recall specifically her
21 A | seethat reference as well. 21 conments, but | recall sonething about process.
22 1582 Q  You understood that Mnister 22 1589 Q \Véll, do you recall her sayingin
23 MMeekin had not been briefed in advance on a 23 2014 that she always -- well, one of the things she
24 decision made by M. MQinty and M. Duncan to 24 says was:
25 cancel revenue share? 25 "l think you know that some of
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1 the decisions that were made were 1 A | don't know about the word
2 possi bly not as well thought through 2 "inproperly." | knowas the Mnister of
3 as they needed to be, and ny 3 Agriculture and Food, she did express sone concerns
4 predecessor knew that. The former 4 about the issue and how the sector was being
5 Mnister of Agriculture, Food and 5 affected by that decision.
6 Rural Affairs understood that we 6 1595 Q Aeyou aware --
7 needed to take a second | ook at some 7 A | don't remenber the specifics.
8 of those decisions that were nade." 8 1596 Q Aeyou avware that she said that
9 You're aware that she said that? 9 the decision was nade without due consideration for
10 A Not those precise words. 10 the i npact s?
11 1590 Q kay. Do you have any idea why 1 A | don't know exactly what she was
12 Mnister MMeekin was feeling left out in the cold? |12 referring to.
13 A N 13 1597 Q kay. Youdirected after the
14 MR LISUS That's the next exhibit. 14 decision that the office of econonmc policy do
15 MR ROSENBERG For identification. 15 addi tional study; correct?
16 It's an enail exchange between M. Goodw n and 16 A That's correct.
17 M. Yeigh. 17 1598 Q And you directed that it study the
18 MR MATTHEWS. It begins with an email |18 inpacts of the decision on the agricul tural
19 exchange to M. Qsini who's subsequent!y copied on |19 industry, including enpl oyment; correct?
20 a nunber of enails in the chain, sowe're goingto |20 A | asked themto do inpact
21 mark it as the next nunber in sequence being 32. 21 anal ysis, inpact on the sector and the reason why
22 MR ROBENBERG You have ny objection. |22 the decision was nade to fund health care and
23 BHB TN 322 CRE0106086. 23 education. | asked themto include that other
24 BY MR LISUS 24 conponent .
25 1591 Q You're aware that the Auditor 25 1599 Q Didthey do that study for you?
Page 439 Page 441
1 General issued a report in 2014 that was very 1 A They pul | ed toget her what ever
2 critical of the way the decision to cancel the 2 information they had at the tine.
3 revenue share was nade? 3 1600 Q Doyourecall if they presented it
4 A | was aware of a report that was 4 to you?
5 done, but | don't recall the details. 5 A | can't recall the specifics of
6 1592 Q Are you aware that the response 6 it, but they did come out with net inpact nunbers.
7 given to -- response prepared for Kathleen Wnne 7 1601 Q kay. | want to showyou a
8 who was then Prenier to the Auditor General report 8 document, CRE14699. And this was the study that
9 was to say: 9 the office of economc policy did on Mrch 14,
10 "I"ve always argued the 10 2012, or put out on March 14, 2012, which is about
11 decision to cancel the Sots at 11 five weeks after the decision was made; right?
12 Racetrack Programwas not done 12 A It says arevised draft, so there
13 properly, which the Auditor General 13 mght have been earlier versions of it. | can't
14 confirns." 14 conment either way.
15 A You're asking ne to confirm 15 1602 Q kay. And the office of econonc
16 sonething I'mnot aware of or can't recall the 16 policy concluded that as a consequence of the
17 specifics. 17 decision, job |osses of 3,500 to 5,800 annual ly;
18 1593 Q kay. You weren't aware of that? |18 right?
19 A Is it referenced in the Auditor 19 A I'mjust looking for the --
20 General report? I'mjust trying to understand the |20 1603 Q  Under the conclusions on the first
21 ref erence. 21 page.
22 1594 Q Yes, itis. WIIl conetothat in |22 A Sothey break it down. There's an
23 alittle bit. Wre you aware, sir, in 2013 that 23 overal | conclusion, and then there's subconponents.
24 Kathl een Wnne thought that the decision which was |24 You're referring to one of the subconponents of the
25 made in February 2012 was nade i nproperly? 25 overal | conclusion, and that does say 3,500 to
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1 5, 800. 1 March 12, okay, and on March 14th, we have a draft
2 1604 Q And a positive net inpact on jobs 2 decision fromthe -- a draft analysis fromthe CEP,
3 and economc growh; right? 3 right?
4 A Knowi ng where the funds were going | 4 A Correct. Arevised draft.
5 to be reinvested in the econony. 5 1617 Q The horse is out of the barn;
6 1605 Q  And annual enpl oyment gains of 6 right? The decision has been publicly announced
7 5,700 to 6,700; right? 7 that SARP is going to be cancel led effective March
8 A That's their estimate given the 8 2013; right?
9 best information they had at the tine. 9 A If your dates are correct.
10 1606 Q If SARP expenditures were 10 1618 Q Aevyou aware that the first --
11 reallocated to health care or education 11 the chair of the Ontario Racing Conmission was
12 expendi ture; right? 12 informed of Cabinet's decision was by a phone cal |
13 A Based on their analysis, yes. 13 fromM. Sransky the day before the Mrch 12
14 1607 Q kay. And so based on this 14 announcenent ?
15 docunent, it was decided that the decision would be |15 A | wasn't aware of the tining of
16 mai nt ai ned; correct? 16 any conmuni cation between the nminister's office and
17 A I'mnot sure the decision was -- 17 the chair.
18 had gone back to Cabinet, so -- 18 1619 Q And recalling our discussion
19 1608 Q It didn't go back to Cabinet. 19 yesterday, the GRC was the regul ator and had been
20 A That's ny understandi ng. 20 involved in an extensive review of the program
21 1609 Q  So Cabinet never took another |ook |21 right, racing progran?
22 at this? 22 A That's correct.
23 A | don't believe Cabinet did It 23 1620 Q Here's what M. Seiling explained:
24 doesn't mean they didn't have conversations with 24 Q "Infact, you only found out
25 mnisters only. 25 about the decision, | understand,
Page 443 Page 445
1 1610 Q You don't know one wey or another? | 1 the evening before it was announced?
2 A | don't know one way or another. 2 A Correct. Bair Sransky called
3 1611 Q But you do knowit didn't go back | 3 nmetotell ne that the announcenent
4 to Cabinet? 4 was being nade the next day. |
5 A It wasn't going back as a fornal 5 asked himwere they sure they
6 subni ssi on. 6 understood what the ramfications
7 MR LISUS That's the next exhibit, 7 were, that did they not need some
8 pl ease. 8 outside advice. And they said, N,
9 MR MATTHEVE 33 9 that he was -- they were quite
10 BEHBIT NO 33 CRE0214699. 10 confortable, and they were going
1 BY MR LISLS 11 ahead.
12 1612 Q Do you recal | when the decision 12 Q Sol wll come back to that a
13 was publical |y announced? 13 little later on, but that's helpful.
14 A Inthe March -- 14 And when the announcenent was made
15 1613 Q March 12 15 in Mrrch 2012, you understood -- so
16 A (h, Mrrch 12th budget. 16 why don't you now just expand in
17 1614 Q  Yes, sir. 17 terns of what you recall fromyour
18 A | don't renenber exactly. 18  discussion with M. Sransky that
19 1615 Q Mot the budget, the OLG 19  evening.
20 noder ni zation report was Mwrch 12th which call ed 200 A M. Sransky called ne. He
21 for Sots at Racetrack Programto be drawn to a 21 told ne there would be an
22 close; right? 22 announcenent made the next day on
23 A | don't recall exactly when the 23 the ending of SARP. | asked himif
24 report came out. 24 he understood the inpacts and that
25 1616 Q kay. Take it fromme it was 25 was he sure that the decision was
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1 based on sound advice and that did 1 sir?
2 they not need sone expert advice, 2 A | don't recall seeing that
3 and he said he was quite confident 3 conveyed to us. He woul d have relied on the
4 and confortable with the advice that 4 mnistry's best analysis | ooking at the nunber of
5 they had recei ved. 5 racetracks that would continue and the job | osses.
6 Q And when you said to himdo you 6 1623 Q "H" being M. Sransky?
7 understand the inpacts, you're 7 A H'dbelooking at the earlier
8 referring to the inpacts on the 8 anal ysi s that were done based on the best
9 horse racing industry? 9 information we had at the tine.
10 A Qorrect. 10 1624 Q But the best information you had
11 Q And he assured you that he 11 at the time didn't include anything fromCRC the
12 understood it, and they vere quite 12 regul ator; right?
13 confortable withit? 13 A Sol can't rule out conversations
14 A Correct. | asked himif he 14 with themup to when we went into sort of budget
15 understood the inpacts and shoul d he 15 security.
16 not be getting third party at 16 1625 Q WIl, M. Seiling just did, as |
17 arms-length advice, and he told ne 17 read to you; right?
18 they were quite confortable with 18 A So at sore point, we would have
19 their advice and their decision. 19 st opped comuni cations with outside groups for that
200 Q Al right. Thanks for that 20 reason.
21 clarification. Dd you understand 21 1626 Q Sr, M. Seiling said he was never
22 imediately on being told what the 22 told anything about this decision.
23 decision was that it would have 23 A | think that decision was all part
24 catastrophic inpacts on the horse 24 of, if I recall correctly, budget secrecy at the
25 racing industry? 25 tine.
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1 A Yes. 1 1627 Q  But budget secrecy isn't a reason
2 Q DOidyou understand that the 2 not to make a decisi on based on proper infornation;
3 deci sion coul d cause a col | apse of 3 right?
4 the Otario horse racing industry? 4 A Sothe nministry, based on the
5 A Yes. 5 information they had at the tine, came up with
6 Q  And you understood that al most 6 their economc analysis. They revised it to
7 imediately; fair? 7 reflect changing circunstances, the best
8 A Yes, as did ny board. | had 8 information they had at the tine, and that was
9 trouble trying to manage the board 9 their assessment of the inpacts.
10 who were distraught to the nth 10 1628 Q I just want to understand
11 degree, but, again, there was no 11 something. \&'re now March 11, 2012, okay, the day
12 avenue for us to do anything as an 12 bef ore the government announces through its agency
13 armof governnent." 13 (Gthat it's going to termnate revenue
14 So you're aware, sir, that the night before the 14 sharing with no transition; right?
15 deci sion was announced on March 12, 2012, the 15 A Leading up to March 12.
16 Mnistry of Finance called the regulator toinform |16 1629 Q Rght. Youve got M. Snobelen, a
17 him right? 17 forner Cabinet nminister and someone who's an expert
18 A Based on that sequence of events, |18 in horse racing, publically saying that ending
19 that's ny understanding. 19 Sots at Racetrack Programrevenue share will "kill
20 1621 Q Andyou're also aware that the 20 the industry." He's saying that in the newspaper;
21 regulator told himthat this would have disastrous |21 right?
22 consequences for the horse racing industry; right? |22 A | don't recall those terns, but |
23 A If that communication had been 23 saw the article he wote that you showed ne. |
24 transmtted. 24 didn't read it.
25 1622 Q Ws that ever conveyed to you, 25 1630 Q You got the regulator telling
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1 government that it's making a serious mstake. It 1 assessment on the need for reformand the need to
2 doesn't understand the inpacts; right? 2 under stand how best to nove forward with a very
3 A He was expressing concern. 3 difficult decision.
4 1631 Q Your study fromthe office of 4 BY MR LISUS
5 econom ¢ policy as of Mwrch 14, two days after, is 5 1637 Q  Mde on conpletely i nadequate
6 still indraft; right? Wth ne? 6 information; right?
7 A Yes. 7 A Based on the best information we
8 1632 Q  Wy? 8 had at the tine.
9 A Arevised draft. 9 1638 Q But not based on the best
10 1633 Q Wy isn't the government taking 10 information that was available to you?
11 another look at this? 11 A Wthin the restrictions of who we
12 RF M ROSENBERG  (Dj ection. 12 can consult with, it was the best information we
13 THE WTNESS:  It's part of the entire 13 had at the tine.
14 budget process. So if you allowne just to step 14 1639 Q After the panel was appointed,
15 back for a sec, looking at the entire budget 15 there was a very rapid consul tation period; right?
16 preparation process, our deficit was rising. The 16 A The panel was set up pretty
17 rating agencies were further threatening to 17 qui ckly.
18 downgrade the province. Hs fiscal target to 18 1640 Q And the panel went and spoke to
19 governnent had to neet -- 19 some peopl e pretty quickly; right?
20 MR RATQLIFFE  Let himfinish. 20 A They did very extensive outreach.
21 THE WTNESS.  There's a nunber of 21 They consulted with mnistries and the sector.
22 expendi t ure managenent where the sector woul d not 22 1641 Q And M. Wilkinson testified that
23 be pleased at all with the potential inpacts on 23 he reviewed a coupl e of financial statenments and
24 thei r operations. 24 knew i nmedi ately that the governnent's assunptions
25 BY MR LISUS 25 vere al | wong?
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1 1634 Q But we know that the governnent 1 M RCSENBERG Counsel, to be fair to
2 goes back and substantially revises its decision 2 the witness, the documents M. WIkinson said he
3 through the transition panel. V& knowit did that; | 3 revi ewed postdated the decision to cancel SARP.
4 right? 4 M LISUS WIl, fortunately there's a
5 A As more and nore information cane | 5 record of everything M. WIkinson said.
6 forward. 6 BY MR LISUS:
7 1635 Q Al of which was available to you 7 1642 Q Wuld you agree with e, sir, that
8 when the decision was made, sir. It was all there; | 8 the governnent didn't properly anal yze the inpacts
9 right? 9 of its decision?
10 A I'mlooking at the material that 10 A The government nade a decision
11 cane forward and based on the best information they |11 based on the best information they had at the tine.
12 had at the tine. 12 1643 Q Is that your answer to ny
13 1636 Q  You know M. Snobel en said that 13 question? You're going to keep repeating that?
14 this decision was not Gabinet-ready? That was his |14 A It's the actual fact of what
15 testinmony. 15 decision they based on. In fact, if you ook at
16 MR RATQLIFFE In fairness to the 16 all their decisions, they base it on the best
17 witness, M. Snobel en al so nade certain coments 17 information at the tine, and they nade adj ustments
18 |ater in the paper about the fact that cancellation |18 to sone of their other decisions in the rollout of
19 was a good idea, so | don't think you' re being 19 the budget in 2012.
20 entirely fair here in terns of putting certain 20 1644 Q Here's what M. Seiling said:
21 Snobel en statenents to M. Qsini and not ot her 21 "Tell ne, sir, that prior to
22 ones. 22 the announcement on March 12, 2012,
23 THE WTNESS: | think the governnent 23 that revenue sharing woul d end
24 appoi nting a three-person panel to really delve 24 March 31 of the follow ng year, no
25 into the issue was a way to try to get a better 25 effort was nade by QLG or the
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1 government to seek the input of the 1 general inpression.
2 CRCwith respect to the horse racing 2 1655 Q Didyourecall the report saying
3 i ndust ry? 3 what the consequences of the decision woul d be?
4 A You woul d be correct."” 4 M ROSENBERG Counsel, while we're
5 MR RATQLIFFE \élI, you have 5 paused, I'Il put ny objection on the record. Wy
6 M. Qsini's answer. 6 are we asking this witness his recol | ection of the
7 BY MR LISUS 7 Auditor General's report? It's a docunent that
8 1645 Q Aevyou avware that M. Seiling 8 exi sts.
9 wote a letter in 2012 to M. Godfrey? 9 MR LISUS | don't understand your
10 A | can't recall offhand. | 10 obj ecti on.
11 woul dn't be surprised that he wote, but | don't 11 M ROBENBERG M objectionisit's
12 recal | of f hand. 12 now 3 o' clock in the afternoon on the second day of
13 1646 Q Did you support the appoi ntnent of |13 your examnation. Wy are we asking this wtness
14 the panel ? 14 if he recalls certain things fromthe Auditor
15 A It was a government decision. 15 General 's report? Wiat's the possible rel evance of
16 1647 Q Youdidn't have aviewonit? 16 that ?
17 A It cane fromMnister MMekin, as |17 MR LISUS ["mnot asking himthat.
18 | under st and. 18 M ROBENBERG You just were.
19 1648 Q I'mjust asking you, sir, whether |19 MR RATQALIFFE O the interimpanel
20 you personal |y supported the -- 20 report.
21 A | don't think we were asked for 21 MR ROSENBERG Interimpanel report.
22 advi ce on that. 22 M LISUS | amgoing to ask hi mabout
23 1649 Q kay. And did you have a view 23 the Auditor General's report.
24 personal | y? 24 M ROBENBERG Then I'll have the same
25 A As| said, ny professional advice |25 objection. Al I'msayingis you're putting
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1 is to support the governnent in the direction that 1 docunents before the witness and asking his
2 they' re taking. 2 recol | ection of them
3 1650 Q kay. Soyou didn't have a view 3 M LISUS N, I'mnot.
4 one way or the other? 4 BY MR LISUS
5 A Cher than to nake sure that the 5 1656 Q Sol think | asked you whether you
6 Mnistry of Finance could provide their best advice | 6 read this report when it came out.
7 to the panel. 7 A | believe | would have.
8 1651 Q kay. And did you reviewthe 8 1657 Q kay. And did you read the panel
9 interimpanel report when it came out? 9 concl uded that there were 20- to 30,000 full-time
10 A | don't think we had -- if anyone |10 equival ents as the estinated enpl oynent inpact of
11 had, it might have been a technical review by the 11 Ontario horse racing? It's on page 8 of the
12 mnistry. | don't recall having direct access to 12 report.
13 conment on the report itself. Not to say that the |13 A Soit refers to a nunber of
14 Mnistry of Finance didn't have a chance to 14 studies that was identifying the nunber of --
15 coment. | just don't recall nyself. 15 1658 Q It says:
16 1652 Q Ddyoureadit? 16 "Al inall, the panel feels
17 A | didreadit. 17 confortable with the range of 20- to
18 1653 Q Didit nake sense to you? 18 30,000 FTEs as the estinated
19 A It talked about a nunber of 19 enpl oynent inpact of Ontario horse
20 things. The need for greater accountability, the |20 racing."
21 need for greater value fromthe funds going into 21 Kkay?
22 the system and the need for additional supports. 22 A That's the panel's interim
23 1654 Q Is that your take on the -- 23 concl usi on.
24 A | don't recall the specifics of 24 1659 Q Rght. Andthat's very different
25 the report, to be honest with you. |'mgiving ny 25 than, firstly, the information that was put to

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


http://www.neesonsreporting.com

Seelster Farms Inc., et al. vs Her Majesty the Queen In Right of Ontario, et al.
ORSINI, STEPHEN on February 13, 2018

Page 458 Page 460
1 Cabi net, which was only direct enploynent at 1 of Agriculture, Food and Rural Affairs lead the
2 racetracks; right? 2 review The panel reported to Mnister MMekin,
3 A You're referring to the economc 3 as | recall.
4 analysis fromthe Mnistry of Finance; is that what | 4 1667 Q DOid you know Dave Gene?
5 you're referring to? 5 A | didn't know himwell.
6 1660 Q In the Cabinet submssion, that 6 1668 Q Wat was his role?
7 was the only econom ¢ inpact ? 7 A | understood he was in the
8 MR RATCLIFFE  Wiich part of the 8 Premer's office, but | didn't know his exact role.
9 Cabi net subm ssion are you referring to? 9 He didn't attend to our fiscal prep conmttees. He
10 MR LISUS Top questions and answers 10 didn't attend to alot of comttees | was a party
11 for Cabinet discussion. 11 to.
12 BY MR LISUS 12 1669 Q Wre you aware that the panel
13 1661 Q "Wth full elimnation of the 13 found that the industry woul d col l apse even with
14 slots funding effective March 31, 14 $50 mllion transition support over three years?
15 2013, Mnistry of Finance estimates |15 A | can't recall the words, but they
16 that approximately 1,900 to 2,200 16 did express concern for the sector.
17 full- and part-tinme jobs would be |17 1670 Q  And vere you aware that the panel
18 lost. The panel concluded between |18 concl uded that there would be 20- to 30,000 job
19 20- and 30,000 full-time equivalent |19 | 0sses?
20 jobs woul d be lost." 20 A That's the reference you nade
21 Rght? 21 earlier.
22 A That's what was referenced inthe |22 1671 Q And are you aware that the panel
23 interimreport. 23 concl uded that there woul d be euthanization of
24 1662 Q Ay idea how many standar dbred 24 between 7,500 and 13,000 horses in early 2013?
25 horses there were in Ontario in @, 2012? 25 A | don't recall the nunber in the
Page 459 Page 461
1 A | don't recall. 1 report, but | do recall the issue comng up.
2 1663 Q Wre you avare, sir, that after 2 1672 Q Do you recall the panel being
3 the recommendation -- after the decision to go to 3 aware that there |ikely would be significant
4 zero wWith no transition support, the government did | 4 emotional inpacts, including suicides, on breeders
5 a deal wth the NOP to avoid a no-confidence vote 5 and owners of horses as a result of euthanization?
6 on the budget to provide $50 million transition 6 A | think -- what | recall, they did
7 support over three years to the industry? Vére you | 7 express concerns about the inpact on the sector.
8 avare of that? 8 1673 Q Vére you aware, sir, infirst
9 A | heard there was sone 9 quarter 2012 that there was no horse racing
10 di scussi ons, and the governnent was considering 10 industry anywhere in the world that did not have
11 transition support. 11 governnent support of some forn®
12 1664 Q O 50 mllion over three years? 12 A Sol think there was a reference
13 A | think | understand it 50 mllion |13 into some of our material that identified there was
14 over three years. | didn't knowthe origins of 14 sone |evel of support.
15 that at the tine. 15 1674 Q Everywhere, in every horse racing
16 1665 Q (kay. You're avare that the 16 industry in the world; right?
17 transition panel said that that was conpletely 17 A | think -- it certainly was in the
18 i nadequat e? 18 interimpanel's report, if | recall correctly.
19 A | recall they're saying it wasn't |19 1675 Q Rght. Ddyouknowthat in the
20 enough. 20 first quarter of 2012?
21 1666 Q Ckay. And were you aware as to 21 A The government was maintaining
22 whether or not the Mnistry of Finance political 22 support through the Pari-Mituel Tax Reduction.
23 staff supported the transition panel ? 23 1676 Q But you came to understand that
24 A | wouldn't know It wes a 24 that was conpletely i nadequate and woul d cause
25 deci si on the government nade to have the Mnister 25 col l apse of the industry?
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1 A V¢ knewthat withdraw of the Sots | 1 interimreport says the panel has
2 at Racetrack Programwoul d shrink the sector down. 2 also spoken with experts who advise
3 The question that the panel came back with was 3 that simlar nmass herd reductions in
4 advi ce to governnent on the anount of support it 4 other jurisdictions have resulted in
5 woul d need to keep it at a nore sustainabl e track 5 extreme enotional distress for
6 as opposed to a snaller footprint as a result of 6 owners that can be |ife-threatening.
7 the withdrawal of the funding. And their 7 A Yes. Sowe need -- those
8 recomendations canme forward to governnent interns | 8 people woul d have to be supported in
9 of what additional supports the sector woul d need. 9 that kind of nightnarish scenario.
10 1677 Q | want to read you what 10 Inregard to that nightnarish
11 M. WIikinson said with respect to horses and job |11 scenario, we have drawn the
12 | osses when | exanined himin this case. 12 conclusion that it was very
13 Q "If we go over the page to 20, 13 inportant that people woul d be
14 you have in bold that the panel has 14 provided with enotional counselling.
15 recei ved expert advice that 15 It was going to be very traunatic.
16 provi sions should be nade for the 16 Q And the panel was therefore
17 humane di spatch and di sposal of 17 reconmendi ng supports to encourage
18 7,500 to 13,000 horses in early 18  euthani zing horses and a support
19 2013? 19  nechanismfor horse owners in
20 A Yeah, fromthe veterinarians. 20 emotional distress; correct?
21 [t was -- it was a neeting that nost 21 A Yes.
22 sears ny nmenory of doing this work 22 Q And the reason you were naking
23 for the -- and | would say for the 23 that recommendation is because the
24 three of us. \é were -- we vere 24 panel was concerned that sone horse
25 actuall'y worried about the horses 25 owners woul d be so traumatized by
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1 and assured (ph) that we actually 1 the prospect of having to kill their
2 had to worry about the veterinarians 2 horses that they wouldn't -- that
3 who woul d be asked to do that and 3 they woul dn't be able to care for
4 that ultinately they woul d not 4 themproperly. You woul d have a
5 because of experience that had 5 mass of horses in distress from
6 happened. V¢ had to make sure that 6 i nadequat e care and feedi ng.
7 we were not -- that they woul d not 7 A That or released into the wld,
8 because of experience that had 8 | remenber that also, where they
9 happened in Ireland when a 9 woul d be subject to predation by
10 sinilar -- when the zoonotic 10 wol ves and things. Yeah, it was
11 outbreak had forced the putting down 11 terrible. Terrible."
12 of -- veterinarians having to put 12 MR RATQLIFFE M. Lisus, you' ve got
13 down horses, and those veterinarians 13 those questions and answers fromM. WIKkinson.
14  had comitted suicide, so it was 14 Hwis this relevant in terns of asking M. Qsini
15 very, very disturhing. 15 about it?
16 Q Andnot only didit result in 16 MR LISUS Véll, | have a
17 suicide for veterinarians, it 17 decision-naker in front of me, M. Ratcliffe. 1'm
18 results in suicides and 18 trying to understand whether M. Qsini was aware
19 life-threatening events for owners; 19 of the sequence of the decisions that was nade.
20 right? 20 THE WTNESS.  So Cabinet is the
21 A Al | renmenber is what the 21 decision-naker. ¢ did talk to the panel. They
22 veterinarians told us. They were 22 did share sone of their concerns about the
23 speaking on behal f of veterinarians. 23 euthanization of horses. It was referenced in
24 Q WII, the reason | asked the 24 their report. And they had raised that with us
25 question, sir, is because the 25 when we net with the panel.
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1 BY MR LISUS 1 recommended go to zero on one year's notice with no
2 1678 Q And are you telling me, sir, that 2 transition support. No one. The ALGdidn't. Your
3 none of this information was available to the 3 staff didn't. The CRCdidn't. Nb one recommended
4 mnistry when it put this material together for 4 that; right?
5 Cabi net ? 5 M ROSENBERG To be fair to the
6 A | think the panel was appointed to | 6 witness, Counsel, MKinsey certainly did.
7 delve into much greater detail than we had at the 7 M LISUS No, they didn't.
8 tine. 8 THE WTNESS. | can't comment on
9 1679 Q Vell, that's what | don't 9 MK nsey.
10 understand, sir, because as we discussed a ninute 10 BY MR LISUS
11 ago, in February you had M. Snobelen warning you |11 1687 Q You veren't aware of that; right?
12 publicly inthe nedia, and it was ignored; right? |12 A | wasn't aware of MK nsey.
13 A | think the viewof concerns from |13 MR LISUS There you go.
14 the sector fromall the budget decisions that were |14 BY MR LISUS
15 made from you know, ending the ONTC the 15 1688 Q No one recomnmended it, sir, to
16 Northl ander, to privatizing Service Qntario. Al 16 Cabinet. It was Mnister Duncan and Mnister
17 these decisions -- 17 MQinty in a neeting.
18 1680 Q Didyou appoint a special panel to |18 A Cabinet has to make a decision of
19 l'ook into the Northlander? 19 howto find funds to pay for health care and
20 A It was under -- 20 educat i on.
21 1681 Q Did you appoint a special panel 21 1689 Q V¢ can agree that MK nsey,
22 to -- 22 whatever it said, isn't anywhere in the Cabinet
23 MR RATCLIFFE  Just let himfinish 23 material; right?
24 hi s answer. 24 A I'mnot aware of the work of
25 THE WTNESS: It wasn't a panel. It 25 MK nsey.
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1 was a group -- it was an advisory committee. 1 1690 Q And you signed off on the contents
2 BY MR LISUS 2 of the Cabinet material; correct?
3 1682 Q (kay. 3 A | did sign off on the Cabinet
4 A And the governnent did make 4 subm ssi on.
5 changes to that decision as well. 5 1691 Q And you're aware that MKinsey
6 1683 Q Ckay. But ny point, sir, is that 6 spoke with the panel; right?
7 you were warned before the decision was 7 A | wouldn't be surprised, but |
8 inplenented. That's ny point, sir. M. Snobelen 8 don't recall.
9 warned you publically. M. Seiling warned you; 9 1692 Q Aevyou aware that M. WIkinson
10 right? 10 sent an email to M. Gene on August 3rd, two weeks
11 A Al that information is takenin 11 before the rel ease of the interimpanel report?
12 at the tine. The government was faced with very 12 A Not aware of that.
13 difficult circunstances, arising deficit, further |13 1693 Q  Ckay.
14 downgr ades. 14 M RATQLIFFE It's 3:20 there now
15 1684 Q The deficit was 13 hillion? 15 ["mwondering if nowis a good tine to take a
16 A A thetine, it was tracking to 16 ten-mnute break.
17 15 billion from14 billion. 17 MR LISUS Sure.
18 1685 Q Deficit was 15 hillion. The 18 -- Recess at 3:19 p.m --
19 mnistry had reconmended two phased approaches; 19 -- Uoon resuning at 3:31 p.m --
20 right? 20 BY MR LISUS
21 A They had devel oped different 21 1694 Q | want to show you Exhibit 16 on
22 options, including different phasing |engths of 22 the exanmination of M. Shortill. Vé're nowin the
23 tine. 23 sumer nonths of 2012. And vere you fol | owing the
24 1686 Q  No one who knew anything or had 24 progress of the industry panel ?
25 spent any amount of time studying this question 25 A | attended the first few meetings
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1 to ensure that the Finance had full support, the 1 horse sal es occur in early
2 panel. | can't claiml went to all the meetings, 2 Septenber. Wth the uncertainty
3 t hough. 3 that currently exists in the
4 1695 Q Ckay. But you weren't speaking 4 industry, buyers will not have
5 with any of the panel nenbers about their thinking | 5 confidence which will negatively
6 as it evol ved? 6 inpact the prices paid for
7 A | was speaking -- probably if any 7 yearlings crystalizing industry
8 panel nenber | spoke to is John WIkinson. 8 financial |osses."
9 1696 Q | wanted to show you 16 on 9 Do you see that?
10 M. Shortill's examination. This is a horse racing |10 A | see that reference.
11 industry transition panel update, which was a 11 1703 Q DOidyou becone awere that yearling
12 presentation nade to F nance. 12 prices were down approximately 40 to 50 percent in
13 A Sothis was transnitted from 13 the Septenber yearling auctions?
14 OVAFRA to Finance. |'mjust flipping through it 14 A Isit 50 percent to the nunber --
15 now. 15 it's not clear here. It says prices. | presune
16 1697 Q | takeit, M. Qsini, that once 16 that's what they refer.
17 the transition panel was appoi nted and was going to |17 1704 Q There's sone evidence on
18 do its work and nake its recommendation, there 18 M. Snobel en's examnation, and there's a docunent
19 wasn't any role for you, wes there? 19 that val ues were down 50 percent on yearlings.
20 A | think we were providing -- the 20 Vére you avare of that kind of drop?
21 governnent establishing a panel to give advice to 21 A | wasn't aware of that.
22 the governnent through the Mnister of Agriculture, |22 1705 Q Wre you aware that the Auditor
23 Food and Rural Affairs. So our role would be 23 General''s report says the val ues dropped 60
24 providing facts to here's our understanding to the |24 per cent ?
25 panel as well as CLG and the CRC 25 A | don't recall that specific
Page 471 Page 473
1 1698 Q You and your staff weren't going 1 nunber .
2 to make recomendati ons? 2 1706 Q The Auditor General, to be clear,
3 A No. They were collecting 3 says:
4 information, and they were the ones that were 4 "Breeders' activities have
5 maki ng recomendat i ons. 5 dropped by about 60 percent in
6 1699 Q  So the recommendation was going to | 6 2013-14."
7 be nade by the panel to the political staff and -- 7 D d you know that ?
8 A But tothe Mnister of 8 A Not knowing what "activities"
9 Agriculture, Food and Rural Affairs. 9 mean, | wasn't aware of the anount.
10 1700 Q  But whether or not the panel's 10 1707 Q Wat | wanted to ask you about,
11 reconmendat i on were accepted was going to be a 11 though, sir, with respect to this deck was that the
12 deci si on nmade by who? The Premer's office? 12 panel was saying to government that timngis
13 Mnister of F nance? 13 urgent. The industry needs a clear signal from
14 A It would be another Cabinet 14 government about what the future of the industry
15 deci si on. 15 will look like prior to Septenber 1, 2012; right?
16 1701 Q  Another Cabinet decision. Al 16 A That's what it says.
17 right. And if we look at Exhibit 16, the panel is |17 1708 Q Wre you aware of that at the
18 reporting -- if you goto Side 15, it says: 18 time?
19 "Timng is urgent." 19 A | think the understanding of
20 Are you with ne there? 20 sonething in early fall was a timng consideration.
21 A | seethat. 21 | do recall something to that effect.
22 1702 Q "Horse racing industry has been 22 1709 Q (kay.
23 severely inpacted by the 23 A That the Cabinet woul d need to
24 announcenent of the cancel lation of |24 make a deci sion by then.
25 SARP, 50 percent drop. Yearling 25 1710 Q Wére you aware that the panel said
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1 that 300 million over 300 years was its reconmended | 1 i npr ovenents.
2 option? 2 1720 Q You don't know about conpensation
3 A The 300 -- 3 being paid to the racetracks?
4 1711 Q Excuse ne, 300 nillion over three 4 A For what?
5 years. 5 1721 Q  For conpensation for the
6 A Ws a recommended option? 6 cancel | ation of the revenue-sharing arrangenent.
7 1712 Q  VYes. 7 You weren't involved in any of that?
8 A | dorecall they had a higger 8 A | don't recall that. | don't
9 transition fund than originally announced by 9 recal| either way.
10 governnent or subsequent!y announced by the 10 1722 Q | want to ask you about an email
11 gover nnent . 1 that M. WIkinson sent to M. Gene on August the
12 1713 Q | take it fromyour prior answers, |12 3rd.
13 you didn't have a viewon that one way or the 13 A Gkay. Thisis--it'sgoingto
14 ot her? 14 take me a hit of -- can you put it on the screen,
15 A The governnment was relying on 15 please. Is there a second page to this?
16 advice by the panel as to their next course of 16 1723 Q  The back.
17 action. 17 A If you could go to the next page,
18 1714 Q (kay. Are you aware, M. Qsini, |18 pl ease. Ckay.
19 that the government undertook negotiations with the |19 1724 Q Now the genesis of this email
20 breedi ng sector for support in 2013 and 2014? 20 exchange was a radio interviewthat M. Sorbara
21 A I'mnot sure the question and who |21 gave on August 2nd.
22 you're referring to. Government? V@s it the 22 A O 2012
23 mnistry? 23 1725 Q CGorrect. Inwhich M. Sorbara
24 1715 Q It's not clear who. | haven't 24 says to the radio host that he's just spoken with
25 been able to find out. | think that it was -- that |25 M. WIkinson and the government is going to take
Page 475 Page 477
1 M. Snobel en was invol ved in those negotiations. 1 another ook or a second | ook at its decision to
2 b d you know that ? 2 cancel the revenue share. Ckay? |'mjust giving
3 A H would be a natural choice if 3 you that by way of background. That's the
4 there was negotiations. | don't know who 4 evidence. Al right?
5 comm ssioned it. 5 A | hear you.
6 1716 Q Are you aware that the governnent 6 1726 Q So M. Wlikinson -- and M. Gene
7 concl uded agreements with the thoroughbred and 7 is very upset that M. Sorbara has spoken on the
8 quarter horse breeding sector for support in terns 8 radi o about speaking to M. WIlkinson. Ckay? Ae
9 of breeders rewards? Are you aware of that? 9 you with me?
10 A I'mnot famliar wth that. 10 A I'mfollow ng you.
11 1717 Q Aeyou aware, sir, that 11 1727 Q Al right. So M. WIkinson
12 M. Snobel en was directed to wthhol d breeders 12 conposes this enail on Friday, August the 3rd, the
13 rewards fromthe standardbred sector because the 13 day after, to brief M. Gene and M. Shortill on
14 standar dbreds had communi cated their intention to 14 where the panel is at and what it's going to
15 go to court over the cancellation of revenue share? |15 recommend. Ckay?
16 A That I"mnot aware of. 16 A I'mfollow ng you.
17 1718 Q Wre you, sir, involved in the 17 1728 Q Al right. And M. WIKkinson
18 deci sion to conpensate racetracks, to pay sone 18 expl ai ned that one of the things that he was
19 80 odd million dollars to racetracks? 19 managing at this tinme was that the Premer's office
20 A | don't know about the 20 and Mnistry of Finance's office didn't necessarily
21 conpensation. | know CLG engaged themin the 21 see the work of the panel the sane way and that
22 licensing for the square footage for the rental 22 Finance's -- the Mnistry of Finance, the political
23 space for the slots. 23 office, didn't see things the sane way as QVAFRA
24 1719 Q You don't know -- 24 and M. Wlkinson felt he had to get the Prener's
25 A And then sone capital 25 office to weigh in and support the direction the
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1 panel was taking. Ckay? So he conposed this email | 1 1735 Q | presume it's Mchael Keegan.
2 to M. Gene. Al right? 2 A Ckay. It doesn't say.
3 A | seethat. 3 1736 Q Rght. You ve seen that
4 1729 Q kay. And | takeit, sir, you 4 M. Keegan is OCd on the enail?
5 weren't involved -- 5 A Rght.
6 A N 6 1737 Q He goes on to say:
7 1730 Q -- or aware or this? 7 “I will lay out the plan B and
8 A No. | don't have any recollection | 8 tine lines we need to avoid the
9 of this. 9 consequences of plan A fiscal,
10 1731 Q M. Rosenberg, a fewnnutes ago, |10 legal, and political, and give us an
11 referred to the MKinsey report, and MK nsey had 11 advantage in the by-el ections by
12 produced a report on August 1, a draft on August 1, |12 wedgi ng both Timand Andrea. "
13 which is the day before August 2 on ny 13 Do you understand what that neans?
14 cal cul ati ons. 14 A Don't understand, but it appears
15 A | would concur with your 15 political to ne.
16 cal cul ati ons. 16 1738 Q ay. And he says:
17 1732 Q ¢ agree on sonet hi ng. 17 “I'n a nutshel |, the governnent
18 And so on Friday, August the 3rd, 18 wll announce 150 mllion a year of
19 M. WIkinson conposes this email to M. Gene and 19 stabl e governnent investments in the
20 M. Keegan, and he says: 20 horse racing industry. It wll cost
21 "Dave, we met with MK nsey 21 300 mllion over three years to be
22 hired by Finance." 22 repl aced by increased Pari - Mit uel
23 Wre you aware that Finance had hired MK nsey? 23 handl e and the introduction of
24 A | know(LGdid, and | don't know |24 sports betting run exclusively by
25 whet her Finance adopted -- hired themat the sane |25 the horse racing industry using
Page 479 Page 481
1 tine. 1 their existing infrastructure."
2 1733 Q Do you believe that MK nsey was 2 And he goes on to talk about:
3 hired in the summer of 2012? 3 "Politically our report wll
4 A | dorecall MKinsey being hired. 4 say the governnent was right to
5 | can't recall what contract and when. 5 cancel the status quo."
6 1734 Q  And he says: 6 Do you see that?
7 "Dave, we met with MK nsey 7 A | see that reference.
8 hired by Finance. He confirmed 8 1739 Q And he says:
9 under their wldly optinistic best 9 " SARP had becone over tine bad
10 case scenario, i.e., no collapse of 10 public policy."
11 the industry, we are |ooking at 11 Do you see that?
12 13,000 job |osses and 16,000 12 A | see that reference.
13 eut hani zed horses bet ween 13 1740 Q And you and | discussed yest erday
14 Sept enber 4 and Decenber 31. 14 that certainly in 2010 and 2011, the position of
15 Qol I apse which we think is what wll 15 the governnent certainly to the estinates comittee
16 actual Iy happen is 23,000 job | osses 16 for the purposes of budgets was that SARP was good
17 and 27,000 dead horses. The 17 public policy; right?
18 [awsui ts comng our way wll add up 18 A | don't recall the word "good
19 to 500 mllion, and you will be 19 public policy," but it talked about the benefits of
20 lucky to settle for 250 mllion." 20 the sector.
21 He goes on to say: 21 1741 Q Adit didn't talk about any
22 "Mchael has asked me to join 22 detrinents either; right?
23 himon Wdnesday norning. | wll 23 A It talked about the benefits to
24 lay out the plan B' -- 24 the sector, as | recall.
25 A And that's Mchael ? 25 1742 Q Vére you of the opinion, sir, in
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1 2012 that SARP had becone bad public policy? 1 foregone of having a benefit to taxpayer-supported
2 A | think at the tine there's a 2 prograns and servi ces.
3 general viewthat there could be mich better value | 3 1750 Q You're referring to noney foregone
4 to taxpayers. 4 inthe sense that the noney fromthe wagering
5 1743 Q kay. Sogiventhat it was 5 public that is shared with racetracks and the horse
6 identified positively in 2011, when between 2011 6 racing sector isn't noney that is given to the
7 and August 2012 di d SARP becone bad public policy? | 7 governnent by way of a dividend fromQ.G right?
8 A | think there was a general sense, | 8 A Rght. Sothe betting that is
9 and it's alsoinhis email that there was -- wasn't | 9 done in the slots, the net revenue is going to AG
10 sufficient accountability. It could be better 10 The whol e moder ni zati on how do we increase that to
11 val ue for the noney that was going to the sector to |11 go into the consolidated revenue fund to fund
12 becorne more independent in terns of driving demand | 12 t axpayer - suppor ted prograns and servi ces.
13 as related to wagering. 13 1751 Q And the decision was ve'll
14 1744 Q  So better accountability was 14 increase that by cancelling the share that goes to
15 needed as to -- 15 racetrack operators in the horse racing industry;
16 A | think there's a nunber of 16 right?
17 exanpl es cited. 17 A That was the ultinate decision
18 1745 Q kay. And | asked M. WIkinson 18 that was later reviewed by the panel.
19 and M. Snobel en about that, and they hoth 19 1752 Q Rght. And you and | can agree,
20 confirmed, as | think you did yesterday, that there |20 sir, that operating expenses in the nature of a
21 weren't any accountability concerns wth respect to |21 comm ssi on are not foregone revenue?
22 the breeding sector; right? 22 RF MR ROBENBERG (bj ection.
23 A | don't recall saying either way 23 M RATQLIFFE Howis this relevant to
24 in the breeding sector. 24 anyt hi ng?
25 1746 Q (kay. Isit fair tosay that -- 25 M LISUS | understand thisis
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1 and tell me if you have an understanding or not -- 1 sensitive to you, but M. Qsini is testifying
2 the accountability concerns was with respect to 2 about foregone revenue and characterizing funds
3 what racetrack operators were doing with their 3 generated --
4 share of the SARP revenue? 4 M RATCLIFFE In terns of whether the
5 A 1 didn't indicate either way. 5 money was raised through ganbling, howis that of
6 | think it was a general sense that we're getting 6 any bearing on the issues in this clain?
7 best val ue for taxpayers' noney. 7 MR LISUS h, I think it has a great
8 1747 Q  Wen you say "taxpayers' money," 8 deal of bearing on the issues raised.
9 sir, you'll recall our discussion yesterday that 9 THE WTNESS.  The whol e noder ni zati on
10 the SARP revenue share was not funds fromthe 10 was to increase revenues to the consolidated
11 consol i dated revenue fund; right? 11 revenue fund. | mean, the whole premse | and- based
12 A It was -- as the nodernization was |12 casi no, redesign --
13 | ooking to do was to increase the amount of noney 13 BY MR LISLS
14 going into the consolidated revenue fund, which 14 1753 Q  The noderni zation?
15 woul d then go toward taxpayer-supported services. 15 A The whol e moderni zation was to
16 1748 Q Fair enough. But the revenue that |16 i ncrease noney going to the consolidated revenue
17 was generated at racetracks fromslot nachines was |17 fund.
18 not taxpayer funds; right? 18 1754 Q Rght. Now M. Gne responds to
19 A It's noney going into the 19 this email saying:
20 consol i dated revenue fund whi ch supports tax 20 "\ need to slow them down."
21 t axpayer - based progr ans. 21 Do you see that?
22 1749 Q I'mtalking about the money that 22 A | see the reference to that.
23 was generated fromslot machines was generated from |23 1755 Q Thisiswhy | taked to you about
24 the wagering public; right? 24 that slide there which the industry panel presented
25 A And I'mreferring to money 25 which said "timng is urgent." Do you see that?
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1 Do you renenber that? 1 the panel has gone outside its scope or terns of
2 A Isit referring to -- 2 reference by recommendi ng $300 nillion of support;
3 1756 Q You renenber that panel | showed 3 right?
4 you -- 4 A I'mjust reviewingit now Sol
5 A | dorecall it talked about -- 5 said the report could create an ongoing fiscal
6 1757 Q Tinming being urgent. 6 pressure of up to $150 nillion a year. So Finance
7 A | dorecall that. 7 woul d identify anything coming forward that woul d
8 1758 Q Rght. And here we see 8 create a fiscal obligation as part of the
9 M. Wlkinson telling M. Gene that the situation 9 del i berations going into the decision-naking
10 isquite dire for the horse racing industry, and we |10 process of Cabinet.
11 know that M. WIkinson and his co-panelists 11 1763 Q That's fine. Thank you. | want
12 presented to the Mnistry of Finance saying timng |12 to have you | ook at the Mnistry of F nance
13 is urgent; right? 13 conment s, which are behind the enail and the very
14 A | dorecall that reference. 14 last page of the comrents at the bottom Do you
15 1759 Q Ad M. Gneistelling 15 see where it says page 25, subsidy or partnership?
16 M. Shortill we need to slow them down? 16 A (kay, so page 25. I'll findit.
17 A | can't comment on what he was 17 M RATQLIFFE It's right here.
18 intending by that statenent. 18 THE WTNESS  Yeah, page 25.
19 1760 Q \Vell, he thought the panel was 19 BY MR LISS
20 movi ng too quickly; right? 20 1764 Q Sothisis tw pages. CRE24180
21 MR ROSENBERG  (Counsel, how s he 21 are five pages of conmentary by Mnistry of F nance
22 supposed to answer that? 22 staff on the draft report of the panel. Ckay?
23 MR RATCLIFFE | think he just said he |23 A Rght.
24 can't speculate about what it was he was tryingto |24 1765 Q And comentary with respect to
25 say there. 25 page 25 concerns the question of subsidy or
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1 M LISUS Vell, when | see the words 1 partnership; right?
2 "we need to slowthemdown," that suggests to e 2 A | see that.
3 that the panel needs to be slowed down. Is that 3 1766 Q Andit appears that the F nance
4 what that suggests to you? 4 staff are making commentary on the panel's comments
5 RF M ROSENBERG That's fine evidence 5 about whether SARP was a subsidy or a partnership;
6 you' ve given, M. Lisus, but it is not relevant, 6 right? See that?
7 and | don't understand why we're wasting time on 7 A | see the reference to that.
8 this. 8 1767 Q kay. And can we agree that the
9 THE WTNESS:  You'd have to ask him | | 9 question of whether SARP was a subsidy or a
10 don't know what his intent was. 10 partnership was not part of the interimpanel's
11 BY MR LISUS 11 terns of reference?
12 1761 Q Well, I wll. I want to ask you a |12 A | don't recall what their specific
13 question about CRE24178. 13 terns of reference was.
14 MR MATTHEVS. 1'mgoing to give the 14 1768 Q Inany event, staff are comenting
15 witness that docunent plus its attachnent, 15 about the fact that the panel did include |anguage
16 CRE24180. 16 fromthe Letter of Intent that indicates:
17 MR RATQLIFFE  Can you pul | that up on |17 "Fundi ng was intended to
18 the screen, if you wouldn't mnd. 18 promote live racing in the province
19 BY MR LISUS 19 and subsequent |y benefit the
20 1762 Q Yes, there's an attachment toit. |20 agricultural sector in Ontario
21 Wiat appears to be going on here, sir, is that the |21 through support to horse racing
22 Mnistry of Finance has received a draft of a panel |22 whi ch supports the notion that it is
23 report and are comenting onit. 23 a subsi dy. "
24 (ne of the concerns that's being 24 R ght?
25 comuni cated by nministry staff is the concern that |25 A | see that.
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1 1769 Q Andit was inportant in 2012 to 1 that's correct, then | woul d acknow edge that.

2 the Mnistry of Finance to support the notion that 2 1775 Q  Thank you.

3 SARP was sone kind of subsidy; right? 3 M LISUS Ve re going to mark that as

4 A | think | always |ooked at it was 4 the next exhibit.

5 a val ue-for-noney proposition; are we getting the 5 M MATTHEWE Exhibit 34, whichis

6 best val ue fromthat arrangement. 6 CRE406984.

7 1770 Q Gkay. And you were satisfied that | 7 BEHBT NO 34 CRE0406984.

8 as SARP had evol ved in 2012 whereas governnent was 8 BY MR LISUS

9 at one tine getting good val ue fromthe 9 1776 Q And so your comments on the

10 arrangement, by 2012, it was no |onger getting good |10 report, the draft interimpanel report, and

11 val ue fromthe arrangement; is that fair? 1 mnistry staff's comments on it is that the

12 A That was the review process. It 12 reconmendation in the report could create an

13 started off as how could we get the best value from | 13 ongoi ng fiscal pressure of up to 150 mllion a

14 this arrangement, and then ultinately the 14 year; right?

15 governnent' s deci sion was to proceed with the 15 A That's correct.

16 Pari-Mituel tax relief and to give one year's 16 1777 Q  Ckay.

17 notice withit. 17 MR LISUS Andthat's the next

18 1771 Q Soyoudidn't look at it as 18 exhibit, please.

19 whether or not these funds were a subsidy or an 19 MR MAITHEWE:  Exhibit 35 CRE24178 and

20 operating expense. It was just whether the 20 its attachment.

21 conmercial arrangenent in place delivered the best |21 EHB TN 35 (CRE0024178 and

22 val ue for the Qntario government? 22 CREN024180.

23 A That's how! -- how ! |ooked at 23 BY MR LISUS

24 it. 24 1778 Q Now | want to ask you about

25 1772 Q  Thank you. Now | wanted to 25 Exhibit 21 on M. Bardeesy's examnation, whichis
Page 491 Page 493

1 followup with Project 76 because | don't want to 1 an emai | sequence in the Prenmier's office about the

2 forget it. M. Ratcliffe has provided me with an 2 report. It's dated August 21. The enail statement

3 excerpt or extract fromwhat | understand is a 3 is actually about Mnister MMekin's statement on

4 400- page draft final report. 4 the interimreport. And do you know these fol ks,

5 [f we could just look at it together, 5 Véndy MCann?

6 sir, | understand that this draft final report isa | 6 A Prenier's office communications.

7 conpilation of all of the business support prograns | 7 ["mnot a hundred percent sure.

8 that were in existence as of 2011; is that fair? 8 1779 Q Tyler Charlebois?

9 A You'resayingal? | can't attest | 9 A | don't know

10 to themsaying it covered every single program 10 1780 Q Laura Mller?

11 1773 Q Ckay. 11 A | think she worked in the

12 MR RATQLIFFE  You nmay want to take a |12 Premer's office in-- deputy principal secretary.

13 mnute to flip through because there's charts and 13 ["mnot sure.

14 graphs -- charts, certainly, in terns of what was 14 1781 Q  KarimBardeesy we know

15 included and what was excluded, and there's also a |15 Brian Teefy we know right?

16 list of things that were excluded. And in the 16 Now, Véndy MCann says that:

17 second last page, inthe list of ones that -- 17 "Mnister MMeekin's statenent

18 THE WTNESS. | can't attest toit 18 wll be reported as an aboutface or

19 capturing every single -- 19 capitul ation especially after all

20 BY MR LISUS 20 our messagi ng about choosi ng

21 1774 Q (e thing we can agree is that, as |21 children over horses."

22 the cover email says, Sots at Racetrack Programis |22 Do you see that?

23 not nentioned at all inthe Project 76 review 23 A | just need to find nyself.

24 correct? 24 1782 Q Bottomof the page.

25 A Haven't gone through it, but if 25 A (h, yeah, | see that.
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1 1783 Q  Wére you avare that the Premer's 1 interpretations.
2 comuni cation staff were not happy with the 2 1791 Q Does she say that the deficit is
3 statement Mnister MMeekin wanted to make about 3 about 4 billion?
4 the interi mpanel ? 4 A She does add another amount. 1'm
5 A | don't recall seeing this enmail. 5 not sure --
6 1784 Q And you don't recall hearing 6 1792 Q Does 4 billion sound about right?
7 sentinents |ike this? 7 A The financial accountability
8 A | think we heard it fromthe 8 officer has a different amount. | can't renenber
9 fiscal pressure side. 9 the exact amount.
10 1785 Q kay. And KarimBardeesy says: 10 1793 Q Wuld you have a look at what the
11 "\ have conmitted, but there's 11 financial accountability officer says the budget
12 consi derabl e pressure to reconsi der 12 deficit is and tell M. Ratcliffe so he can tell
13 a second tine. | don't think 13 ne?
14 there's much appetite to provide 14 A1 wll send the relevant docunents
15 ongoi ng transitional assistance 15 to --
16 beyond the 50 nillion or sustained 16 M RATQLIFFE Howis that relevant?
17 assi stance beyond the transitional 17 THE WTNESS.  -- to M. Ratcliffe.
18 period, which is what the statement 18 UA M RATCLIFFE W'Il take that request
19 opened the door to." 19 under advi senent.
20 Do you renenber there being resistance amongst the |20 M LISUS That's the next exhibit,
21 Premer's staff to any transition support as 21 please. It's already an exhibit.
22 recomended by the panel beyond the $50 nillion 22 MR MATTHEAE: So we won't mark this.
23 over three years bargained with the NDP as a result |23 BY MR LISUS
24 of the budget deal ? 24 1794 Q | want to ask you about
25 A | don't recall specifically. This |25 CRED031439.  You told ne earlier, sir, about sone
Page 495 Page 497
1 was at a time when the rating agencies were looking | 1 differences that you understood to exist between
2 at our finances, and there was hei ght ened 2 the Quebec horse racing industry and the Ontario
3 sensitivity to anything that woul d increase our 3 horse racing industry.
4 expendi tures or reduce our revenues. 4 A That's ny understandi ng.
5 1786 Q You've mentioned the rating agency | 5 1795 Q CRE31439. And you becare aware of
6 and the deficit, et cetera -- 6 these differences as a result of research that you
7 A It was a very tense noment in 7 directed be undertaken in Septenber 2012; correct?
8 tine. 8 A I'mjust reviewng it now
9 1787 Q Rght. Youtold ne the deficit 9 1796 Q | presune, sir, thisis the
10 wes $15 hillion? 10 information that you were thinking of when you told
11 A Theinterim soit was '14 and -- |11 ne about the differences between the Quebec
12 "10, "11-- "11, "12 is tracking it over 12 industry and the Qntario horse racing industry?
13 15 hillion. 13 A | remenber staff saying there were
14 1788 Q Wat is the deficit -- 14 significant differences between both industries.
15 A The governnent, in the |ast 15 1797 Q Thisis the first I can find of
16 financial update, is forecasting a zero deficit for |16 those differences being identified and reported to
17 the "17, ' 18. 17 you and others. Does this refresh your
18 1789 Q Does the Auditor General agree 18 recol | ection as to when you becane aware of those
19 wth that forecast? 19 differences?
20 A The Auditor General does not agree |20 A | can'trecall. Ifit'sinthe
21 with that forecast. 21 slide decks earlier, | suspect it would have cone
22 1790 Q  What does the Auditor General say |22 up in the conversation.
23 the deficit is today? 23 1798 Q You believe this information was
24 A | don't know her nunbers offhand, |24 inthe slide decks earlier?
25 but she di sagrees with sone accounting 25 A No, | think the reference to
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1 Quebec was in an earlier slide deck, and it would 1 recal | seeing.
2 have conjured up sonme type of conversation. This 2 1804 Q Al right. Thank you. And | want
3 cane afterwards, as you pointed out. 3 to show you Exhibit 25 on M. Bardeesy's
4 1799 Q Correct. 4 examnation, which is a presentation for a four
5 M LISUS That's the next exhibit. 5 corners neeting, which you appear to have been
6 MR MATTHEVE  Exhibit 36. 6 invited to. And | just want you to go to page 4 of
7 BEHBIT NO 36: CRE0031439. 7 the deck, the third bullet, where it says:
8 BY MR LIS 8 "The governnent's response
9 1800 Q | want to show you Exhibit 26 on 9 needs to cone very quickly as there
10 the examnation of M. Bardeesy. Thisis 10 are many decisions on the part of
11 M. Bardeesy reporting on a discussion he's just 1 tracks and horse peopl e before a
12 had with M. WIkinson, which is Qctober 1, 2012. 12 raci ng schedul e can be established
13 And | see that you're not included on this enail. 13 for next year."
14 I's that because you weren't a decisionmaker at this |14 And it goes on to say:
15 point in tine? 15 "The racing schedul e needs to
16 A It looks like it was an email to 16 be approved by the end of Decenber.
17 political staff. 17 The horse race breeding industry is
18 1801 Q And he's reporting that the 18 extremely vul nerable without clarity
19 standar dbred auction was cancel | ed because there 19 on governnent direction.”
20 are no buyers. Another market indicator that there |20 \ére you avare, sir, that the industry was at an
21 won't be a soft landing. Do you see that? 21 extremel y vul nerabl e point and needed gover nment
22 A | see that reference. 22 direction?
23 1802 Q  And apparent|y MKinsey's new 23 A | understand starting in the fall
24 report has sane hasic flawas the first report, 24 leading into the race dates, they were trying to
25 doesn't understand what drives economc behaviour. |25 get as much clarification fromgovernnent as

Page 499 Page 501
1 ["ve only seen an August 1, 2012, report. 1 possi bl e.
2 And then we see the reference: 2 1805 Q kay. Andif you go to page 3,
3 "Deal with job | osses and dead 3 Side Nunber 3, do you see --
4 horses. MKinsey set aside 4 A Isthisaaquote? DOd you say
5 28 mllion to deal wth the horses." 5 Side Nunber 3?
6 Are you avare of $28 nillion being set aside to 6 1806 Q Side 3, yes, current status.
7 deal with horses? 7 A (kay. That's --
8 A | don't recall specifically to 8 1807 Q You have it there. It's just the
9 that anount. 9 deck I've given you is a bit out of sequence.
10 1803 Q  And he says: 10 A There's another slide there.
11 "' ve cone back with an upper 11 1808 Q Look at page 752 in the corner.
12 cost of 300 mllion, but we're also 12 A | have it here. There's two decks
13 quite confident that you can 13 here.
14 negotiate a lower price. There's no 14 1809 Q Rght. It says:
15 horse racing i ndustry anywhere 15 "The panel's interimreport was
16 that's viabl e wthout governnent 16 tine to provide a signal to the
17 noney. " 17 industry prior to the fall yearling
18 So were you avare of the panel telling the 18 sal es which are a ngjor source of
19 Premer's office that there's a need for 19 revenue for horse breeders. The
20 300 nmllion, but they believe that because of the |20 governnent' s announcenent appears to
21 circunstances of the industry, a lower price could |21 have partially mtigated a col | apse
22 be negoti at ed? 22 of horse breeding returns.
23 A | don't recall this amount, but 23 Thor oughbred average prices were
24 that's where the 150 nillion a year, the fiscal 24 down 22 percent to 50 percent, and
25 pressure we noted earlier. This nunber | don't 25 standardored prices were down
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1 40 percent." 1 1818 Q Veére you aware that no busi ness
2 A | see the reference. 2 case had been devel oped by the LG for a casino in
3 1810 Q  Vére you avare of the inpact on 3 the GTA?
4 the -- 4 A They came in with a proposal for
5 A | vas aware of the need for -- the | 5 different types of casino operations in the GTA
6 industry was looking for direction, and thisis 6 1819 Q M. Phillips confirmed in his
7 fromthe Mnistry of Agriculture, Food and Rural 7 testimony that a business case was required for a
8 Afairs. 8 GIA casino, and one had not been devel oped as of
9 1811 Q kay. 9 the date of the Cabinet decision. Are you aware of
10 M MITTHEVE That will be Exhibit 37, |10 that?
11 whi ch was M. Bardeesy's Exhibit 25. 11 A Intheir nodernization plan, they
12 BEHBIT NO 37: (CRE0359818, 12 had a proposal to bring, | think, three separate
13 CRED359819, and CRE0359820. 13 sites, which one of the directions comng fromthe
14 BY MR LISUS 14 meeting -- they had a proposal. Wat |evel of
15 1812 Q Now sir, were you aware in 2013 15 busi ness case devel opnent they had to support that,
16 that a legislative comttee directed the Auditor 16 [ can't -- | can't conment on. | wouldn't know
17 General to investigate the LG s nodernization plan |17 1820 Q Thisis what M. Phillips
18 and the manner in which the decision to cancel SARP |18 testified:
19 was rmade? 19 Q "Soas of this date, no
20 A The Auditor General has a lot of 20 busi ness case had been prepared for
21 legislative tools. Could decide to do areviewon |21 acasinoin Toronto or Ctawe
22 the office's own accord or get direction fromthe 22 right?
23 legislature or |egislative comittee. 23 A No business case had been
24 1813 Q Ckay. Wre you aware that inthis |24 devel oped for each of the
25 case -- 25 opportunities. There were -- there
Page 503 Page 505
1 A | can't recall exactly the origins | 1 was a lot of variables in those.
2 of it, but it wouldn't surprise ne if the 2 Specifically what wes referred to
3 | egislative comttee did ask for that. 3 herewas if we vanted to generate
4 1814 Q And the Auditor General released 4 revenue quickly, then one option --
5 its report in 2018. Didyouread it when it cane 5 and presuning the nunicipality
6 out ? 6 wanted it to be generated quickly --
7 A lcant say | did | don't 7 would be to set up a tenporary
8 recall. | mght have gotten a précis of it. 8 facility. That's what they didin
9 1815 Q Wre you avare that the Auditor 9 Wndsor with the original casino.
10 General found that the modernization plan had an 10 Q But what study had been
11 overly anbitious time line? |'mon page 15 of the |11 undertaken as to whether or not, for
12 report. 12 instance, neighbouring businesses or
13 A Page 15. Ckay. Sothat's the 13 |andowners woul d agree to a casino
14 first highlighted sentence in the paragraph. 14 comng in?
15 1816 Q Rght. Andthe extent of 15 A Certainly that was work that
16 Cabinet's consideration of the nodernization plan 16 had to be done, so | guess the
17 is what we sawin the material in the Cabinet 17 spreadsheet business case coul d be
18 subm ssion of February 8, 2012; right? 18 done, the actual business case, what
19 A The 7th and 8th, yes. 19 site, what |ocation.
20 1817 Q Rght. Andthe Auditor General 20 Q Wat opposition?
21 found that the modernization plan depended on and 21 A Wat opposition, what funding
22 assuned nuni ci pal stakehol der agreenent especially |22 arrangenent coul d you negotiate with
23 inthe case of having a casino inthe GTA Do you |23 a private sector operator, would a
24 see that? 24 mnicipality want to beina
25 A Yes. 25 particular location, those kinds of
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1 thi ngs. 1 A Not at thistine. There's
2 Q \Very inportant issues? 2 discussions, | think, at Wodbi ne.
3 A Very significant issues, yes. 3 1829 Q And the Auditor General found that
4 Q And issues that if they weren't 4 the cancel lation of the Sots at Racetrack Program
5 resol ved, there wasn't going to be a 5 can hardly be considered to have been open and
6 casino certainly in Toronto; right? 6 transparent; right? Do you know that, the Auditor
7 A Inany comunity." 7 General found that?
8 So M. Phillips testified there wasn't any business | 8 M RATQLIFFE \éll, Counsel, the
9 case or nunicipal approval or studies done for 9 Auditor General's report says that. |'mnot
10 |ocating casinos in Toronto or other cities; right? |10 sure -- | mean, it's approaching 4:30. You thought
11 A You're talking about the level of |11 you night be done by 4:30. |'mnot sure how asking
12 busi ness case analysis. They did come out witha |12 M. Qsini really assists your case.
13 proposal to recite their |and-based casinos. 13 M LISUS | just want to make sure
14 1821 Q kay. \ére you aware that the 14 M. Qsini understands what the Auditor General
15 moder ni zation plan's financial projections vere 15 found. That's all.
16 overly optimstic as found by the Auditor General? |16 MR RATQLIFFE  You brought it to his
17 A | think at the tine they were 17 attention.
18 comng in, but the proposal s that CLG was 18 BY MR LISUS:
19 subnitting as -- they could deliver themwith -- 19 1830 Q | want to ask you to | ook at page
20 there's always risk that -- there's a risk that 20 45 of the Auditor General's report, the little
21 these things don't come to fruition as fast as you |21 bl ack tab on the upper right-hand corner.
22 want especially if you require nunicipal agreement. |22 A kay. So page 45.
23 1822 Q Rght. Andthey didrequire 23 1831 Q Yeah. Sorry, page 46.
24 nuni ci pal agreenent; correct? 24 "Did the province or .G
25 A Rght. 25 properly consult or consult various
Page 507 Page 509
1 1823 Q And the process for getting 1 industries, businesses, and
2 muni cipal agreenent hadn't even been started; 2 muni cipal i ties inpacted by the
3 right? 3 cancel lation of the Sots at
4 A Sone of the nunicipalities had 4 Racetrack Progran? No."
5 started the process of engaging staff-!evel 5 Do you see that?
6 reports. 6 A | see that reference.
7 1824 Q  They were talking about it? 7 1832 Q If you look at page 47:
8 A That's right. They started the 8 "Have certain comunities been
9 process of looking at cited casinos in sone of the | 9 i npacted di sproportionately as
10 muni cipal i ties, especially the bigger ones. 10 conpared to other comunities?'
11 1825 Q Hwlong was the process that had |11 The Auditor General found:
12 been started at the staff level? Howlong was it 12 "Yes. This is especially true
13 going to take? 13 of communities where horse peopl e
14 A That | don't recall offhand. 14 invol ved in standardbred and quarter
15 1826 Q And there wasn't -- 15 horse racing live and work."
16 A Certainly there was a lot of 16 Do you see that?
17 conplexity and details that had to be worked 17 A | seethat.
18 t hrough. 18 1833 Q  And she says:
19 1827 Q Sure. Until those conplexity and |19 "Breeders' activities had
20 details had to be worked through, this revenue 20 dropped by about 60 percent."
21 streamfromlocating slot machines in cities wasn't |21 And it says:
22 going to happen; right? 22 "The Mnistry of Finance and
23 A There was a multiyear forecast. 23 the Mnistry of Agriculture and Food
24 1828 Q Vés there ever a casino in Toronto |24 have not prepared an anal ysis on the
25 or Qtawa? 25 actual job losses in the industry
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1 since the cancellation of the Sots 1 reconmendations, and the Auditor General comes back
2 at Racetrack Program"” 2 later on two years to find out how ministries have
3 Do you see that? 3 responded.
4 A So you showed ne a nunber of 4 BY MR LISUS
5 docunents that provided some estinates. 5 1839 Q And the nministry did go through a
6 1834 Q  And the docunents | showed you 6 thorough anal ysis. Before | take you to the
7 that provided estimates were of estimates -- direct | 7 mnistry's analysis and response, | want to have
8 enpl oynent | osses at racetracks in the 5,000 odd 8 you | ook at one nore thing on page 57, second
9 nunbers potentially; correct? 9 last -- well, the bottom paragraph on the |eft-hand
10 A It gave the -- | thought it gave 10 side, "racetrack owners." Do you see that?
11 the net inpact overall. 11 A Yes.
12 1835 Q kay. Do you see the Auditor 12 1840 Q  "Racetrack owners, except for the
13 General saying that the Mnistry of Finance and the |13 three that lost their slots at
14 Mnistry of Agriculture and Food have not prepared |14 racetracks, have been |ess affected
15 an anal ysis on the actual job losses in the 15 by the ending of the Sots at
16 industry since the cancellation of the Sots at 16 Racetracks Program They have
17 Racet rack Progran? 17 recouped 65 percent of their former
18 A Aethey referring to the 18 revenues from QLG through the newy
19 announcenent? So |'mnot exactly -- know what 19 negotiated rent for the space
20 she's referring to. Wiat anal ysis? 20 occupi ed by the Sots at
21 1836 Q  You see where she says: 21 Racetracks. QLG has al so reached
22 "In the year ending March 31, 22 settlenents with four racetracks in
23 2014, follow ng the cancellation of 23 March 2013 totalling 80.6 mllion."
24 the prograns, horse people's overall 24 Do you see that?
25 key revenues decreased by 53 25 A | see that.

Page 511 Page 513
1 percent." 1 1841 Q "These settlenments arose fromthe
2 Do you see that? 2 capital investnents the four
3 A Were's that? |s that on top of 3 racetracks undertook under QLG
4 48? 4 direction and their sitehol der
5 1837 Q Mo, 47. 5 agreenents to expand their Sots at
6 MR RATQLIFFE  \ell, again, M. Lisus, | 6 Racet racks. "
7 it says thisin the report. You've got the report. | 7 Rght?
8 BY MR LISUS 8 A | do recall some capital
9 1838 Q Wre you avare of this in 2014? 9 i nprovenents being covered.
10 MR ROSENBERG What's the relevance of |10 1842 Q  You understand as well that
11 his awareness of this? 11 breeders al so made i nvestnents and capital
12 M LISUS Good faith, failure to 12 inprovenents in their farns and breeding
13 conpensate, decision to conpensate racetrack owners |13 operations; right?
14 who still maintained the slot nachines while 14 A The agreenent was with the
15 standardbred breeders who experienced | osses of 15 racetracks on the sitehol der agreement.
16 53 percent and 60 percent got no conpensation and 16 1843 Q Wichentitled -- we've heard from
17 are forced to go through litigation. That's the 17 the LG and the mnistry -- entitled the mnistry
18 rel evance. 18 and the government to ternminate it, yet they still
19 THE WTNESS: | f you're -- the mnistry |19 paid $80.6 mllion in conpensation?
20 woul d have reviewed this -- 20 M ROSENBERG To be fair, Counsel,
21 M LISUS Punitive danages. 21 you' ve reviewed the terns of the agreenent that
22 MR ROBENBERG | don't accept that 22 requi red the payment of those amounts with various
23 either, M. Lisus. 23 Wi t nesses.
24 THE WTNESS:  The ministry would have |24 M LISUS WIl, we'll get into the
25 gone through a thorough anal ysis of the 25 terns of the payments with LG s witness. M
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1 understanding, M. Rosenberg, is the 80.6 nmillion 1 "Horse racing Gabinet, tomorrow
2 was on top of the ternination payments paid under 2 we will be goingtoT™B-- "
3 the contracts. 3 That's Treasury Board; right?
4 I's your understanding that the 4 A | presune that's Treasury Board.
5 80.6 millionis the contractual payments pursuant 5 1853 Q " -- to seek supplenental funding
6 to the termnation provision? 6 for the horse racing PFP."
7 M ROSENBERG M. Lisus, sadly I'm 7 Do you know what that is?
8 not here to give evidence today. You can ask that 8 A I'mnot sure what the acronymis.
9 of wtnesses -- 9 1854 Q Proposed funding plan, |
10 MR LISUS Then | suggest you be quiet |10 under st and.
11 while | ask the witness questions if you don't want |11 “-- and additional 20 nillion
12 to give evidence. 12 over five years to support
13 MR ROBENBERG \élI, | suggest that 13 continuation of horse racing in
14 you be fair to the witness. 14 Fort Erie, Aax, and R deau
15 BY MR LISLS. 15 Carleton, a provincial thoroughbred,
16 1844 Q Now you said the Auditor 16 quarter horse and standardored
17 General''s report woul d have been revi eved 17 breeding program The matter is
18 extensively by the mnistry; right? 18 expected to be deferred for decision
19 A Yes, as all her reports are. 19 at Cabinet on Védnesday."
20 1845 Q  And her staff woul d have prepared |20 Do you see that?
21 for her key messaging around the Auditor General's |21 A | see that.
22 report? 22 1855 Q And then the author refers to:
23 A | don't know how she conducts her |23 "The Auditor General has
24 internal work. 24 circulated drafts of her report
25 1846 Q Let me showyou this Exhibit 35 on |25 whi ch suggests that the report coul d
Page 515 Page 517
1 the exam nati on. 1 be rel eased shortly later this week
2 A Do you want her report back? 2 or next."
3 1847 Q Sure. Uhless you want to keepit. | 3 And he provides suggested nmessaging; right? And
4 A No. I'msure | knowhowto get a | 4 the suggested messaging for the Premier and the
5 copy. 5 mnister, first point is:
6 1848 Q I'I'l put on the screen for you 6 "I've always argued the
7 Exhibit 35to M. Bardeesy. Thisis tothe Premer | 7 decision to cancel the Sots at
8 and the Mnister of Agriculture, who in March 2014 | 8 Racetrack Programwas not done
9 i s the same person, Kathleen Wnne; right? 9 properly, which the Auditor General
10 A She's the Mnister of Agriculture |10 confirns.”
11 and Food. 11 Do you see that?
12 1849 Q And the Premer? 12 A | see that reference.
13 A And the Premier. Thisis 13 1856 Q And so were you aware in March
14 addressed to her, | presune, as a Mnister of 14 2014 that the Premer and Mnister of Agriculture's
15 Agriculture. 15 viewwas that the cancellation of the Sots at
16 1850 Q It actually says to 16 Racetrack Programwas not done properly?
17 Premer/Mnister. 17 A | don't know who prepared these
18 A You're showng ne -- yes, | see 18 not es.
19 that. 19 1857 Q \eére you aware, sir, in March 2014
20 1851 Q Rght. Soit's addressed to her 20 that that was the Premer's view?
21 inboth capacities, to Premer/Mnister, CC 21 A | understood she had concerns
22 Prenmer's office. 22 about the process.
23 A | see that. 23 1858 Q kay. And she says that she's
24 1852 Q Al right. And with respect to 24 alvays had concerns about the process; right?
25 the horse racing issue, over the page it says: 25 "|"'ve always argued the
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1 decision to cancel the Sots at 1 pl ease, an email fromBarry Goodwin, whichis a
2 Racetrack Programwas not done 2 final draft mnister's briefing deck. And you are
3 properly, which the Auditor General 3 copied on this email, April 24, 2014.
4 confirns." 4 This came to your attention on
5 Do you see that? 5 April 24, 2014, this deck; right?
6 A | do see that reference. 6 A It would be a sunmary of the
7 1859 Q Sony question to you, sir, is 7 Auditor General's report.
8 given that M. \Wnne was a senior Cabinet minister 8 1869 Q Rght. Ad--
9 in 2012, then the Premer in'13 and '14, and she 9 A just one aspect, | guess.
10 appoi nted you to be the secretary of the Cabinet; 10 1870 Q VeI, here for your --
11 correct? 11 M RATQLIFFE Do you need a nonent to
12 A CQorrect. 12 look through it and see what it is?
13 1860 Q You and the Prenier know each 13 THE WTNESS. | don't recall. Wth the
14 ot her? 14 smal| font, it will take me a bit of time to go
15 A The Premer and -- 15 through it.
16 1861 Q  You know each ot her? 16 BY MR LISUS
17 A Yes. 17 1871 Q "Il read it out toyou. Cnthe
18 1862 Q So vere you aware in 2014 that -- |18 second slide of the deck, under the heading
19 A A this tine, | was Deputy 19 "Context," it talks about:
20 Mnister of F nance. 20 "The | egislature Sanding
21 1863 Q But you knew Ms. Wnne; right? 21 Cormittee on Public Accounts passing
22 A | got to know her after ny 22 a seven-part notion requesting the
23 appointment. | knew of her as a Deputy Mnister of |23 Audi tor General commence an
24 Finance. She woul d have seen ne present before 24 i medi ate review of the Ontario
25 Cabi net. 25 Lottery and Gaming Corporation
Page 519 Page 521
1 1864 Q Sony sinple question is whether 1 nmoder ni zation plan, including the
2 you were aware in -- let ne finish the question -- 2 governnment' s decision to end the
3 in 2012, '13, and '14 that M. Wnne had al ways 3 Sots at Racetrack Program”
4 argued that the decision to cancel the Sots at 4 Rght?
5 Racetrack Programwas not done properly. 5 A This is what you referenced
6 A As | said, | had the general 6 earlier.
7 i npressi on she was concerned about the process. 7 1872 Q  Yes.
8 1865 Q DOdyou have that inpressionin 8 A Yes.
9 2012, '13, and ' 14? 9 1873 Q And the Auditor General's four key
10 A | can't remenber when | got that 10 t ake- anays were:
11 i npressi on. 11 "1, Overly anbitious QLG
12 1866 Q Ckay. Thank you. | want to ask 12 noder ni zation plan, revenue
13 you, sir, if you were aware about an exchange 13 projections, and timelines.
14 between standardbred breeders and M. Snobelen and | 14 2. Governnment and agency nonitoring
15 ny office and the Attorney General in the spring of |15 of third party contracts. Third
16 2014 about the governnent's withhol ding from 16 parties respecting contract
17 standardbred breeders, breeders rewards because 17 conpl i ance requi renents.
18 they had comrmenced litigation. Are you aware -- 18 3. Inadequate consultation with
19 A | had no know edge of that. 19 nuni cipalities and horse racing
20 1867 Q  So you had no know edge that the |20 st akehol ders.
21 governnment withhel d breeders rewards from 21 4. Sability of QG particularly as
22 standardbred breeders because they went to court? |22 it relates to governance and
23 A | have no recol I ection and no 23 | eadership over the last five
24 know edge. 24 years."
25 1868 Q | want to ask you to look at, 25 Now, | went to just refer you to inadequate
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1 consultation with municipalities and horse racing 1 rel evant portions of the 2012 Ontario budget and
2 stakehol ders; right? 2 its addendum |'mproviding you a copy. 1'm
3 A | seethat. 3 providing a copy to counsel opposite.
4 1874 Q The provincial audit team-- 4 Sr, | think you told us that your
5 A Were are you now? 5 of fice was involved in the preparation of the 2012
6 1875 Q I"mstill on the context. 6 Ontario budget ?
7 A Ckay. 7 A That's correct.
8 1876 Q The provincial audit team 8 1881 Q Yourefamliar withthis
9 conducted its reviewfromlate April 2013 to 9 docunent ?
10 February 2014; right? 10 A Various portions of it, yes.
11 A | seethat. 11 1882 Q And what | have put before you is,
12 1877 Q And it concluded that there was 12 in fact, what |'ve described, an excerpt fromthe
13 i nadequat e consul tation wth nunicipalities and 13 2012 Otario budget and its addendun®
14 horse racing stakehol ders; right? 14 A Qorrect.
15 A | see that reference. 15 1883 Q Sr, if I could ask youto flipto
16 1878 Q Andif you go over to the fifth 16 the page marked 203, pl ease.
17 deck where it says -- 17 A Gt it
18 A Sideb. 18 1834 Q Andyou'll see at the top under
19 1879 Q "Didthe province or QLG properly |19 the heading "Support fromGning," there's nention
20 consult or consult various 20 that:
21 industries, businesses, and 21 "The Ontario Lottery and Gam ng
22 muni ci palities inpacted by the 22 Corporation Act, 1999 requires that
23 cancel lation of the Sots at 23 net provincial revenue generated
24 Racetrack Progran? The Auditor 24 fromlotteries, Ontario Lottery and
25 General concludes no. St akehol ders | 25 Gmng Corporation operated casi nos,
Page 523 Page 525
1 enphasi ze the inportance of SARP 1 slot facilities, and comercial
2 for the success of the industry. 2 casi nos support services such as the
3 Cancel ling this programwas never 3 operation of hospitals,
4 di scussed. " 4 muni cipal i ties, anmateur sports,
5 Rght? 5 tario First Nations, problem
6 A | see that reference. 6 ganbling and rel ated prograns, and
7 MR LISUS Those are ny questions for 7 funding for charitable and
8 now 8 not-for-profit organizations."
9 MR MATTHEWS. This is CRE93343 and its | 9 Do you see that?
10 attachnent. 10 A | do see that.
11 MR MLAT. Exhibit 38. 11 1885 Q That's what you were telling ny
12 BEHBIT NO 38 (CRE0093343 and 12 friend, M. Lisus, that the dividend fromthe
13 CRE0093344, 13 Ontario Lottery and Gamng Corporation is put to
14 -- Recess at 4:44 p.m -- 14 (ntario's prograns?
15 -- Upon resuming at 4:52 p.m -- 15 A That's correct.
16 CRCBS: EXAM NATI ON BY MR RCBENBERG 16 1886 Q | wanted to ask you a few
17 1880 Q Good afternoon, sir. M naneis 17 questions about that. It looks fromthis
18 M chael Rosenberg. |'mcounsel for the Ontario 18 docunent -- | see this at the bottomof the page --
19 Lottery and Gaming Corporation in this matter. | 19 about a billion and a half dollars in 2012 to '13
20 recogni ze that the hour is late, it being al nost 20 of ALGs revenues was used to support the operation
21 5 0'clock now on day two of your examnation, so 21 of hospital s?
22 "Il try to make ny conponent of this brief. 22 A Yes. Inthe 2012 budget, reported
23 And why don't we start, then, with a 23 that nunber.
24 di scussion of SARP funds. And to anchor this 24 1887 Q Soas ! understand it, the noney
25 di scussion, what |'ve done is |I've excerpted the 25 flows fromQLG after it pays its expenses to the
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1 consol i dat ed revenue fund? 1 assessnent .
2 A That's correct. 2 1897 Q Andincarrying out that policy,
3 1888 Q  And the governnent distributes 3 (LG does things that have an economic devel opment
4 money fromthe consolidated revenue fund to pay for | 4 conponent ?
5 its spendi ng? 5 A That's correct.
6 A Yes, that's correct. 6 1898 Q Qaire MacDougal | testified in
7 1889 Q Inthat sense, the dividend from 7 this matter. She was involved as an CLG enpl oyee
8 Q.G as you called it, is another formof 8 in ALGs nodernization initiative, and she gave the
9 governnent revenue? 9 exanpl e of QLG having two head offices, one in
10 A It's aninportant source of 10 Sault Ste. Marie and one in Toronto as an exanpl e
11 revenue. 11 of a policy-based decision as opposed to one that
12 1890 Q Infact, it's the largest formof |12 isstrictly driven by maximzing profit.
13 nontax revenue for the province of Ontario; right? |13 A That's right. It had a regional
14 A Yes. | think it exceeds the LCBQ |14 econoni ¢ devel opnent conponent .
15 whi ch woul d be anot her |arge one. 15 1899 Q M. Lisus took you to the mention
16 1891 Q And fromthe perspective of 16 in the Cabinet submssion that the Drumond report
17 consol i dated revenue fund, whether the noney is 17 recommended cutting that to one head office. Do
18 comng fromQLGs dividend or taxation or the LCBQ |18 you renmenber himtaking you to that?
19 it's all the sane thing; right? 19 A | remenber himreferencing the
20 A Those funds go to support 20 Drummond report in that regard.
21 t axpayer - supported prograns. health care, 21 1900 Q MNow ultimately you're aware as
22 education. Soit's viewed as part of the 22 wel | that A.Gdidn't cut one of its head offices?
23 consol i dat ed revenue fund. 23 A That's correct.
24 1892 Q It'sall revenue for the province |24 1901 Q It would have saved money if it
25 of Ontario? 25 had, but there's an underlying policy, as you said,
Page 527 Page 529
1 A It's all revenue for the province | 1 to regional economc devel opnent; right?
2 of Ontario. 2 A Yes.
3 1893 Q Andit all goesto pay for Ontario | 3 1902 Q And the cost of having two head
4 spendi ng? 4 offices i s recorded as an expense of Q.G right?
5 A Yes. 5 A That's correct.
6 1894 Q  Public spending? 6 1903 Q Andin asense, of course, it is,
7 A And key areas of health care, in 7 but it's also an expense that Q.G incurs to further
8 particul ar. 8 a policy goal; right?
9 189% Q Insofar as the noney is coning 9 A Correct.
10 fromganblers to .G this is the way that Ontario |10 MR LISUS How does he know that? How
11 has chosen to | everage its nonopoly on legitimate 11 can he comment on that?
12 ganbling in the province; right? 12 BY MR ROSENBERG
13 A It's one of many ways the province |13 1904 Q  You were at one point the -- |
14 raises funds to support public services. 14 heard you say associ ate deputy minister with
15 1896 Q MNow M. Lisustold youthat Q.G |15 responsi bility for ALG?
16 accounted for the sitehol der paynents, the 16 A The idea that having a separate
17 20 percent of net slots revenue that was paid to 17 head office in a regional community has al ways been
18 the racetracks under SARP to be split evenly with 18 an area of concern of government. V¢ have part of
19 the local horse people. He told you that QLG 19 Finance in Gshawa, natural resources in
20 accounted for these paynents as operating expenses. |20 Pet erborough, QVAFRA in Quelph. It's an inportant
21 | want to talk about that. You'll 21 public policy of government to have a regional
22 agree with ne, sir, that LG differs froma private |22 footprint.
23 corporation insofar as it is charged with carrying |23 1905 Q Solet's, then, talk about SARP.
24 out government policy on gamng? 24 If we look at Exhibit 8 -- why don't we mark the
25 A | would say that's a fair 25 budget excerpt as our next exhibit in sequence, but
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1 |"d ask you to hold on toit, because | will cone 1 sectors of Ontario.”
2 back toit. 2 Soit's asinmlar answer to the one we saw for
3 MR ROBENBERG So that will be 3 question 7.
4 Exhibit 39, | think. 4 A Yes, | see that.
5 EXHBIT NO 39: Docunent entitled 5 1913 Q The answer is not because
6 "Srong Action for Ontario.” 6 $350 mllionis the market rate to obtain space at
7 BY MR RCBENBERG 7 racetrack for our slots parlours; right?
8 1906 Q So M. Lisus gave you Exhibit 8 8 M LISUS Is that a question?
9 whi ch includes -- 9 M RCSENBERG Pardon ne?
10 A | don't knowif | have that 10 M LISUS Isthat a question?
1 exhibit. 1 M RCBENBERG  Yes.
12 1907 Q I'Il provide you with the actual 12 M LISUS That doesn't nake any
13 exhibit. M. Lisus directed youto -- 13 sense.
14 A | seeit on the screen now So 14 THE WTNESS.  Repeat that again.
15 what page woul d you like me to go to? 15 BY MR ROSENBERG
16 1908 Q | want togoto question7inthe |16 1914 Q The answer to this question how
17 questions that you have there. 17 can the governnent justify using $350 nmillionin
18 A kay. Soit's on page 277. 18 revenue fromSots at Racetrack Programto prop up
19 1909 Q  You see under the answer that's 19 the racing industry is not because that is the
20 been prepar ed: 20 market rate for us to obtain space for our slots
21 "The obj ective of the Sots at 21 machines at racetracks; right?
22 Racetrack Programis to pronote |ive 22 A Yeah, the actual amount to the
23 horse racing and breeding and to 23 statenent -- the statement woul d apply a different
24 provi de indirect support to the 24 anount.  So you -- if you had -- it's talking about
25 broader agricultural and rural 25 the purpose of the funds, not the amount of the
Page 531 Page 533
1 sectors of tario." 1 funds.
2 A | see that reference. 2 1915 Q Rght. Sothe amount can vary,
3 1910 Q | think M. Lisus asked you to 3 and you still give it to the horse racing industry?
4 confirmthat that was consistent wth the way that 4 A You still support the sector
5 the Mnistry of Finance sawthe Sots at Racetrack 5 and. ..
6 Programat the time? 6 1916 Q And that's because the amount of
7 A | think that's how the government 7 support going to the horse racing industry is
8 was comuni cating Sots at Racetrack Program 8 di sconnected fromthe market rate you' d have to pay
9 1911 Q And that's an economc devel opnent | 9 to obtain the benefit that CLGwas attaining,
10 conponent to the program right? 10 nanely, a space to put its slot machines; right?
11 A It references the broader 11 MR LISUS Wat does that nean,
12 agricultural and rural sectors, so one would 12 M. Rosenberg? The witness is frowiing. 1'm
13 attribute an econonc conponent to that. 13 frowning. No one understands your question.
14 1912 Q If you go to question 45 then, the |14 M ROBENBERG | don't think the
15 question here is: 15 witness is frowning.
16 "How can the governnent justify 16 THE WTNESS. I'mtrying to understand
17 using $350 million in revenue from 17 the reference is to the purpose of the funds, not
18 Sots at Racetrack Programto prop 18 necessarily the amount of the funds. The answer
19 up the racing industry?" 19 doesn't say why it's up to 350. It says the
20 And the answer is: 20 objective is to support the sector.
21 "The objective of the Sots at 21 BY MR RCBENBERG
22 Racetrack Programis to pronote |ive 22 1917 Q Adsoit doesn't really matter
23 horse racing and breedi ng and 23 what the narket val ue of what CLG receives in
24 provide indirect support to the 24 exchange for those funds mght be; right?
25 broader agricul tural and rural 25 A Yeah, | can't conment on that
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1 aspect as to howthis relates to the market price 1 asiteholder agreenent that doesn't
2 of the Sots at Racetrack Program 2 anticipate support of the industry.
3 1918 Q But certainly the answer that was 3  So after the cancellation of the
4 prepared here by the Mnistry of Finance was -- 4 dots at Racetracks Program the
5 A They didn't comment on it either 5 government negotiated rents with
6 way. 6 racetracks that | don't -- |'mnot
7 1919 Q Rght. Let ne take youto 7 privy to, but | assune were sone
8 M. Snobelen's evidence on that point because | 8 reduction to 20 percent of the net.
9 asked hi msone questions about this dynamc. And 9 Q Rght.
10 he said -- 10 A The difference between those
11 MR MATTHEVE.  Véul d you like ne to 11 two nunbers woul d be a payment that
12 pull it up on the screen, M. Rosenberg? 12 was going for the benefit, one woul d
13 MR ROBENBERG As you wish. It's page |13 assume, of an industry.
14 295, second vol une of his transcript. 14 Q Wuld be a subsidy?
15 M MITHE Page 295? 15 A Yes.
16 MR ROBENBERG  Yes. 16 Q | see. And to the extent that
17 BY MR RCBENBERG 17 those rents vere |ess than the
18 1920 Q He says: 18 10 percent that was to be paid to
19 "So | have no difficulty with 19 the siteholder, would it be fair to
20 the word ' subsidy.' 20 say that the 10 percent that was
21 Q | don't either, but | 21 going to the horse peopl e was
22 understand the political 22 entirely a subsidy?
23 connot at i ons. 23 A It was entirely designed to
24 A Yes. 24 enhance the -- | nean, there were
25 Q  Wat exactly do you understand 25 expectations, | think, in general
Page 535 Page 537
1 by 'subsidy'? 1 around that benefit, might be
2 A | think something that hel ps 2 received fromthat 10 percent, but
3 to-- I nean, inthis case, a 3 it clearly subsidized the operation
4 paynent that helps to sustain the 4 of horse racing.
5 industry organization. 5 Q Rght. Al right. Now in
6 Q Rgnt. 6 terns of --
7 A It subsidizes the operations. 7 A I'msorry. | didn't -- for the
8 Q Isit fairtosayit's nore 8 long pause. It was -- it was --
9 than a market rate for whatever 9 | think subsidy inthat -- inthis
10 you're getting? 10 context of this particular ad woul d
11 A That now in 2017, has been 11 be a sort of windfall, and | don't
12 well established. In terns of the 12 think there was an intention in that
13 depth of whatever that subsidy may 13 regard.
14 or may not have been, that would 14 Q You don't think there was an
15 have been -- we woul d have been 15 intention to give a windfall?
16  specul ative about that in 2012, hut 16 A Inthe sense of there was a
17 the intention was to support the 17 belief that at some level, this
18 industry. 18 woul d be -- that supporting the
19 Q Sol just want to make sure | 19 horse racing i ndustry was a good
20 understand that. Wen you say the 20 thing to do."
21  depth of the subsidy has been 21 So that was M. Snobelen's evidence. You'll see
22 established in 2017, what do you 22 that he was discussing the sane dynanic that CLG
23 mean by that? 23 was paying nore than a market rate for the benefits
24 A The difference between a 24 that it was getting from SARP.
25 comercial rate agreenent on a -- on 25 M LISUS Is there a question here,
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1 M. Rosenberg? You're reading |engthy transcript 1 M ROBENBERG It's 873, M. Matthews.
2 passages and naki ng speeches about the dynamc, et 2 Thank you.
3 cetera. The object here is to put questions tothe | 3 BY MR RCBENBERG
4 Wi tness. 4 1927 Q Sothisisanemil from
5 MR ROBENBERG | learn fromthe 5 Brad Partington at the Mnistry of Finance to
6 master, and | amjust taking a page fromyour book 6 Tanya Wtkins at the Mnistry of Finance. Did you
7 as you have read many pages to this wtness, and 7 know who Brad Partington was?
8 I"mhoping to correlate himto the evidence that 8 A Hs nane doesn't ring a bell.
9 has been gi ven. 9 1928 Q If you look at subheading 2,
10 M LISUS Ae we gettingtoa 10 M. Partington says:
11 Question at some point? 1 "The $350 nmillion for SART
12 M ROBENBERG | wes trying to until 12 represents about 25 percent of all
13 you interrupted me. Can | go ahead? 13 the direct business support."
14 M LISUS If you feel it necessary 14 He then says in brackets:
15 and hel pful . 15 "Covi ously sone of the
16 MR RBENBERG | do. | think it wll |16 $350 nillionis rent, but most of it
17 be to the trier of fact. 17 woul d be direct business support.”
18 BY MR RCBENBERG 18 Do you see that?
19 1921 Q So before | was interrupted, sir, |19 A | see that reference.
20 | was saying that M. Snobel en spoke to this 20 1929 Q And I'mtrying totie that back to
21 dynamc¢ that CLGwas paying more than a market rate |21 the dynamc we were just discussing. |If what QLG
22 for what it received fromSARP, right? 22 is doing is paying more than a market rate for what
23 M LISUS QGis not paying anything. |23 it's getting, the additional amount, at least in
24 MR RCBENBERG MNow, M. Lisus, | 24 M. Partington's view appears to be direct
25 understand that's your evidence. 25 busi ness support.
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1 BY MR RCBENBERG 1 MR LISUS Do you know what
2 1922 Q  But, sir, you understood that 2 M. Partington's viewwas? |s there any evidence
3 under the sitehol der agreenents, A.Gpaid a 3 of M. Partington's viewor that this wtness has
4 comm ssion to racetracks; right? 4 any know edge of M. Partington's view?
5 A | understand that part of the 5 M ROBENBERG |'mnot asking those
6 discussion | had with him 6 questions, M. Lisus. If you'd let me ask ny
7 1923 Q That is the agreenent -- the 7 questions -- you've had a chance to exanne this
8 sitehol der agreement was what entitled QLG to put 8 witness. |'musing your exhibit, and 1'd like to
9 its slot machines in racetracks; right? 9 understand the witness's evidence.
10 A That's ny understandi ng. 10 M LISUS WIl, you saidthat if what
11 1924 Q And what I'mgetting at here is 11 QGis doing is paying more than a market rate for
12 that insofar as CLGwas paying nore than a narket 12 what it's getting, the additional anount, at |east
13 rate under those sitehol der agreements for the 13 inM. Partington's view appears to be direct
14 benefit that it was receiving, that additional 14 busi ness support.
15 amount was for an econom ¢ devel opnent pur pose; 15 ["mtrying to understand the foundation
16 right? 16 for this witness answering questions about
17 A (ne coul d make that argument. 17 M. Partington's view on direct business support.
18 1925 Q And, infact, that's howthe 18 MR RCBENBERG Now, M. Lisus, if what
19 programwas described in the question and answer 19 really bothers you is any reference to
20 that we just saw? 20 M. Partington's view I'Il sinply ask the question
21 A FromM. Snobelen. 21 without it.
22 1926 Q If welook at Exhihit 17 that 22 BY MR ROSENBERG
23 M. Lisus put to you. 23 1930 Q This concept of direct business
24 MR MATTHEWS. | can put it on the 24 support, that refers to the difference between the
25 screen if you give ne the page. 25 narket rate for what CLG gets under its sitehol der
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1 agreenents and what it pays under its sitehol der 1 General's report?
2 agreenent s? 2 A | do remenber that.
3 MR LISUS Is there sone evidence what | 3 1934 Q And at page 57 of the Auditor
4 the market rate was, M. Rosenberg? 4 General's report, there's reference to the
5 MR RCBENBERG |'mcertainly comng to | 5 racetracks recouping sone but not all of their
6 that, M. Lisus. 6 losses fromthe cancellation of SARP through rental
7 MR LISUS Vell, | think you shoul d 7 agreenents wth QLG?
8 put that to the witness nowif you' re asking him 8 A | see areferencetoit.
9 questions about what the narket rate was and 9 1935 Q You'll agree with me, sir, that
10 suggesting that the commssion structure wasn't 10 the rental agreenents require CLGto pay |ess than
11 congruent with the narket rate. 1 it paid--
12 M ROSENBERG Vell, certainly. 12 M LISUS M. Rosenberg, 1'd like
13 BY MR RCBENBERG 13 production of those rental agreenents.
14 1931 Q You'll recall, sir, as part of its |14 M RCBENBERG M. Lisus, I'mnot here
15 moderni zation initiative, CLGafter the termnation |15 to gi ve undertaki ngs.
16 of SARP entered into rental agreements with a 16 BY MR ROSENBERG
17 nunber of racetracks -- 17 1936 Q Andyou'll agree with ne, sir,
18 A | dorecall that. 18 that --
19 1932 Q -- for its slot machines. 19 M LISUS Do you know what they
20 And M. Lisus likes to describe this as |20 require in terns of paynent, M. Qsini?
21 SARP concl uded, but the slot machines stayed in the |21 THE WTNESS. | have not seen those
22 racetrack; right? CLGcontinued to receive a space |22 agreenent s.
23 for its slot machines; right? 23 MR LISUS Do you have any
24 A And they entered into a |egal 24 information --
25 | ease agreenent for that space. 25 THE WTNESS: | understand that they
Page 543 Page 545
1 MR LISUS Have those been produced? 1 entered into agreements to pay for rental space.
2 MR RCBENBERG | don't know the answer | 2 MR LISUS Do you know what the terns
3 to that question. 3 are?
4 M LISUS VeI, ny understanding i s 4 THE WTNESS: | do not know what the
5 they haven't, and production has been refused. So | 5 terns are.
6 if you're going to question this wtness about 6 MR LISUS Do you know whet her they're
7 these agreenments and market rents, you're going to 7 above, below or at market rate?
8 be prepared to produce them M. Rosenberg. 8 THE WTNESS: | understood that they
9 MR RCBENBERG M. Lisus, | have your 9 were fair rates when they were negotiating them
10 position. |'mnot here to give undertakings or 10 MR LISUS Do you understand whet her
11 under advi sements. 11 they were at, below or above narket rate?
12 M LISUS [I'mnot doing that. [|'m 12 THE WTNESS. | have no sense of what
13 just cautioning you before you continue that if 13 the narket rate --
14 you're going to pursue this line of 14 MR LISUS Do you understand whet her
15 cross-examnation, you' re going to waive whatever 15 or not the market rate was -- excuse ne, the rental
16 privilege you' ve clainmed over those agreenents, and |16 rate was affected at all by the settlement
17 I"mgoing to be asking for production of them 17 payments?
18 particularly if you' re asserting that they reflect |18 THE WTNESS.  That | woul d not know.
19 a market rate that is material to your position on |19 MR LISUS Véll, I'd like production
20 these paynents. 20 of them M. Rosenberg.
21 MR RCBENBERG M. Lisus, | have your |21 MR RCBENBERG |'mnot here to give
22 posi tion. 22 undertakings, M. Lisus. There are nany things
23 BY MR RCBENBERG 23 that we'd all like, but that's not what we're here
24 1933 Q Sr, you'll recall that M. Lisus, |24 for.
25 just a noment ago, took you to the Auditor 25 MR LISUS Vell, if you're going to
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1 pursue this Iine of questioning about market rates 1 that was produced by the Qown. You don't --
2 and rent, then you're going to have to produce the | 2 A | don't recall.
3 agreenents, sir. 3 M LISUS Ae we avware of any
4 THE WTNESS: M understanding at the 4 Mnistry of Finance prograns that aren't identified
5 tinme was QLG thought they were fair rates. Hw 5 here?
6 that relates to market rates, | don't know 6 M ROSENBERG |'mnot sure what you
7 BY MR RCBENBERG 7 mean by that.
8 1937 Q You do understand that there were | 8 MR LISUS Véll, you asked were any
9 savings relative to what CLGwas paying -- 9 Mnistry of Finance prograns included in Project
10 A WII, the Auditor General points |10 76, and |' masking you do we know if there were any
11 that out intheir report. | don't have a basis -- |11 Mnistry of Finance business support progranms at
12 | don't have a basis to conment on the Auditor 12 al.
13 General's estimate. 13 THE WTNESS. W have a nunber of them
14 1938 Q If it were the case that (LG was 14 through the tax system so | don't knowif they
15 saving noney relative to SARP, that would hel p us 15 | ooked at the tax expenditures, for exanple.
16 to quantify the anount of the SARP paynents, those |16 BY MR ROSENBERG
17 sitehol der payments attributable to -- 17 1942 Q  Presumably there are ot her
18 M LISUS It's a hypothetical, 18 busi ness support prograns through the Mnistry of
19 specul ative question, M. Rosenberg. 19 Fi nance, though?
20 MR ROSENBERG \Veéll, M. Lisus, even 20 A V¢ have a variety of different
21 if you're going to object, you have to let nme 21 prograns, prinmarily through the tax system | would
22 finish the question. You have to let me put it on |22 say.
23 the record. | knowit's going to be hard to hol d 23 1943 Q | understand that taxation
24 yoursel f back. | knowit's late in the day. | 24 prograns were out of scope for Project 76, so that
25 know it runs contrary to your nature, but you've 25 may be part of --

Page 547 Page 549
1 got todoit. Canwetryjust this once? Al 1 A The Pari-Mituel tax, why it wasn't
2 right. 2 i ncl uded.
3 BY MR RCBENBERG 3 1944 Q Rght. But that would be anot her
4 1939 Q Sr, if, infact, the rental 4 exanpl e of a direct business support?
5 paynents that CLGis paying at market rate are 5 A That woul d be another exanple of
6 | ower than what it was payi ng under SARP, that 6 direct business support.
7 woul d hel p us to quantify the portion of SARP that 7 1945 Q Al right. Now interns of SARP,
8 was attributable to an economc devel opment purpose | 8 Q.G was directed to enter into sitehol der
9 as opposed to procuring goods and services? 9 agreenents to obtain space for its slot machines by
10 M LISUS Howcan he answer that? It |10 Cabinet; right?
11 doesn't make any sense. 11 A The -- you're referring to the
12 MR ROSENBERG \VeélI, he has counsel. 12 I'icence agreenent ?
13 It's not you. Hs counsel is not refusing the 13 1946 Q  Yes.
14 question. So perhaps we can |et the witness try. 14 A | can't recall exactly conming out
15 THE WTNESS: There's a general viewwe |15 of Treasury Board of Cabinet or Cabinet itself. It
16 can get better value for this arrangenent, and so 16 woul d have been a governnent deci sion.
17 that could be one way of estimating the value, but |17 1947 Q And part of that government
18 | can't comment on whether or not that's the only 18 decision was that QLG woul d pay 20 percent of the
19 vay. 19 net winfromits slot machines. That was the price
20 BY MR RCBENBERG 20 it was going to pay for --
21 1940 Q M. Lisus asked you some questions |21 A But you're referring to the
22 about Project 76. Do you knowif any Mnistry of 22 original.
23 Fi nance prograns were included in Project 76? 23 1948 Q VeI, not just the original.
24 A | don't necessarily know offhand. |24 Every sitehol der agreement, right, sir, was 20
25 1941 Q | didn't see any in the excerpt 25 percent of the net wn?
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1 A Correct. 1 page 98 of the budget excerpt that we've narked as
2 1949 Q That was just the price the 2 Exhibit 39.
3 government set for CLGs participationin this 3 A 98? (kay, | have page 98, the
4 program right? 4 2012 budget .
5 A It was afixed rate. 5 1956 Q If you look at the |ast paragraph
6 1950 Q Andit had nothing to dowiththe | 6 on page 98, you'll see:
7 market rate of the goods and services that ALGwas | 7 "As part of CLGs modernization
8 receiving, except that it was known that racetracks | 8 process, the governnment reviewed
9 woul d accept this anount of noney? 9 this support for the horse racing
10 MR LISUS Howdoes he know that? H |10 industry as outlined in the previous
11 had no invol vement in the program 11 government's 1998 Letter of Intent.
12 BY MR RCBENBERG 12 I'n doi ng so, the government
13 1951 Q You saidearlier, sir, infairness |13 determned that the industry needs
14 to you, when | was asking about question 45 in 14 to move towards greater
15 Exhibit 8, the anount of noney that went to fund 15 sel f-sufficiency wthout governnent
16 SARP was sinply the 20 percent net win fromthe 16 support. This will allowthe
17 slot machines; right? 17 industry to respond conpetitively to
18 A That was the rate that was set. 18 market demands for its racing
19 1952 Q And that anount of noney was not 19 product . "
20 determined by a market rate for rent for slot 20 Do you see that?
21 facilities at racetracks? 21 A | see that reference.
22 MR LISUS How does he know t hat, 22 1957 Q This reflected a policy decision
23 M. Rosenberg? He has no involvenent, and he told |23 of the government that the horse racing industry
24 us seven ways to Sunday he had no involvenent in 24 needed to move towards greater self-sufficiency
25 the sitehol der agreenents, didn't read them hadn't |25 Wi thout government support?

Page 551 Page 553
1 read themas of giving his evidence, wasn't 1 A That was the policy intent.
2 involved inthe initial creation of the program 2 1958 Q And, infact, it was canvassed in
3 There's zero foundation for himto answer that 3 a Cabinet submission. | think that you were shown
4 quest i on. 4 a package that was marked as Exhibit 11 to
5 THE WTNESS:  The base is tied to the 5 M. Shortill's exan nation.
6 anount of -- as we tal ked about -- the amount of 6 MR MATTHEWS. | can put it in front of
7 betting, so that was the base, 20 percent of the 7 him if you'd like, M. Rosenberg.
8 base. So that would be the formula that was used. 8 M ROSENBERG |'d be grateful,
9 Not tied to the square footage or the races. 9 M. Mitthews. Thank you.
10 BY MR ROBENBERG 10 THE WTNESS.  So where in the docunent?
11 1953 Q Rght. There's nothing that ties |11 BY MR ROSENBERG
12 the amount of noney that LG pays to siteholders to |12 1959 Q I'mlooking at page 17 of the
13 the square footage or the value of the facility or |13 Cabi net subni ssion deci sion docunent. Just for
14 the location or the anenities or any of the other 14 reference, this docunent was included in the
15 things that you mght reasonably expect to he 15 Cabi net subm ssion that you woul d have signed, sir?
16 useful in valuing space; right? 16 A Yes. This would have been the
17 A It was tied to the activity of 17 Cabi net submi ssion deci sion docunent that | woul d
18 betting. W had tal ked about that yesterday. 18 have si gned.
19 MR LISUS Veégering fromthe public. 19 1960 Q If we look under "Rationale," you
20 BY MR RCBENBERG 20 see the rationale for the decision to ternmnate
21 1954 Q Now the decisionto termnate 21 SARP is stated to be;
22 SARP reflected a policy decision to stop funding 22 "The termnation of the SARP
23 horse racing; right? 23 programis an integral step for QLG
24 A Repeat that again. 24 torelocate existing facilities to
25 1955 Q Wy don't I just showyou first 25 nore appropriate locations and to
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1 address disincentives in the 1 1963 Q And those policy considerations
2 nuni ci pal agreenents. See 1B bel ow 2 are specifically articulated in the Cabinet mnute
3 This proposal al so creates an 3 itself which directs ALGto termnate SARP
4 opportunity for Mnistry of Finance 4 effective March 2013; right?
5 to address distortions in this 5 A The Cabinet subm ssion includes
6 market and to increase 6 those policy objectives. | can't recall if the
7 accountability for the use of public 7 mnute includes themall, but certainly the Cabinet
8 funds in the horse racing industry. 8 submi ssi on di scusses the objectives based on the
9 See Section 2.0. 9 best information we have at the tine.
10 The termination of SARP must be 10 1964 Q Wy don't we take a look at the
11 initiated by using the termnation 1 Cabinet mnute to assist you.
12 provisions and sitehol der agreenents 12 A Ckay.
13 between the Ontario Lottery and 13 1965 Q It's point 4.
14 Gnng Corporation and the 14 A kay. So | have -- it says
15 i ndi vi dual racetracks." 15 "Proposed Cabinet Mnute" and referring to --
16 It continues: 16 1966 Q  Page 80 at the bottom
17 "As well, termnation of the 17 A Yeah, 80, point 4.
18 SARP programwi | | provide the 18 1967 Q "Mnistry of Finance to direct LG
19 industry with an opportunity to 19 to provide notice to termnate the
20 address long-termfactors that 20 18 current sitehol der agreenents
21 threaten the sustainability of the 21 wth racetrack operators,
22 industry such as continue to find a 22 sitehol ders, effectively ending the
23 cust oner base due to denographi ¢ 23 Sots at Racetrack Programhby
24 pressures and i nbal ances in purses. 24 March 31st, 2013."
25 Specifically this approach will 25 A | see that reference.
Page 555 Page 557
1 allowthe market to decide to a 1 1968 Q Andthat is what Cabinet directed
2 greater extent where and how much 2 a®
3 horse racing shoul d exist in 3 A That's what Cabinet approved.
4 Ontario. 4 1969 Q Now you told M. Lisus that
5 dven the level of funding to the 5 Ontario's 2012 budget didn't just cut SARP
6 industry will be elimnated, 6 spendi ng; right?
7 consol i dation of racetracks can be 7 A It isaquite sweeping array of
8 expected as right side of the 8 expendi ture managenent initiatives.
9 industry base. I.e., as expected, 9 1970 Q I think you said it inplenmented
10 only six to nine races tracks will 10 cuts right across the board?
11 renain in the industry.” 11 A Infact, it was unprecedented to
12 Do you see that? 12 have published a separate addendumof, | think, 50
13 A | do see that. 13 pages listing out all the different expenditure
14 1961 Q And that waes part of the docunent |14 constraint itens.
15 that was before Cabinet when it was considering 15 1971 Q Youtold M. Lisus this was
16 (LG s noderni zation initiative? 16 because Ontario was facing very tough fiscal tines?
17 A That's correct. 17 A Absolutely. Arising deficit,
18 1962 Q Soit wasn't just a case of 18 credit rating agencies that either put the province
19 Cabinet directing .Gto increase its dividend to 19 in anegative outlook which could nean further
20 the province no matter how was it? 20 downgrade or others have actual |y downgraded the
21 A It was a bal ance between how much |21 provi nce.
22 revenue the province could get fromQG 22 1972 Q Your office and the Mnistry of
23 noderni zation in light to other objectives of 23 Finance vere at the centre of the struggle to find
24 having the industry transformto better meet 24 budget savi ngs?
25 denand. 25 A There was a sweep across the
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1 systemlooking for savings. As well, the 1 $87 nillion.
2 Don Drummond report that also identified areas that | 2 1982 Q Thisis support --
3 the government woul d need to consi der. 3 A That was going to | owincone
4 1973 Q  There were some things that 4 famlies with kids.
5 tario mght have afforded in the past that it 5 1983 Q Roght. And Ontario wasn't going
6 could sinply no | onger afford? 6 to be able to spend as much noney as it hoped and
7 A There's a nunber of things that 7 pl anned on this program right?
8 governnent had announced that they were pulling 8 A That's correct.
9 back on, child support, electricity relief, a new 9 1984 Q Andthat was just the reality of
10 hospital wing that they pull ed back on because of 10 its fiscal situation?
11 the fiscal constraints. 11 A That was one of the many tools at
12 1974 Q That was just the reality of 12 the governnent's disposal to hit its fiscal
13 Oitario's current situation. These things became |13 targets.
14 must-do itens; right? 14 1985 Q  Page 38, Ontario had to cut
15 A It'sreally the aftermath of the 15 $210 mllion out of funding for long-termcare
16 2008-09 recession that had a significant inpact on |16 hones; right? Do you see that?
17 the fiscal position of the province. V¢ were one |17 A Yes.
18 of the more harder-hit jurisdictions in North 18 1986 Q This was noney for peopl e who are
19 Anerica, sizable and negative inpact on our 19 no longer able to live in their ow hones and
20 revenues, and the government had been trying to 20 require around-the-cl ock personal support and
21 respond and adj ust. 21 supervision; right?
22 1975 Q If you look at the excerpts from |22 A That is correct.
23 the addendumyou just nentioned in Exhibit 39, if 23 1987 Q Again, that was the reality of the
24 you | ook at page 27 of the addendum for exanple. 24 fiscal situation?
25 A Correct. 25 A As one of the many decisions that
Page 559 Page 561
1 1976 Q The Mnistry of Children and Youth | 1 had to be made.
2 Services had to cut child protection costs by 2 1988 Q @ back to page 15, (ntario cut
3 $48.4 mllion; right? 3 funding for bussing kids to school by
4 A Sorry, you're in 27? 4 $34.3 million.
5 1977 Q Yes. A thetop. 5 A Over athree-year target -- a
6 A 48.4, yeah, that's correct. 6 three-year fiscal period, | should say.
7 1978 Q That's noney for the Children's 7 1989 Q That's squeezing efficiencies out
8 Ad Society; right? 8 of getting kids to school; right?
9 A Yes. That's ny understanding, 9 A Yeah, not know ng the specifics of
10 child welfare. 10 the details, that was the amount of savings that
11 1979 Q Rght. The Children's Ad Society |11 the Mnistry of Education woul d have to come up
12 has been tol d to manage costs because that's what 12 wthin that spending envel ope.
13 Ontario's fiscal situation required; right? 13 1990 Q And those last two exanples | gave
14 A It's one of the many areas 14 you, you told M. Lisus the governnent's priorities
15 identified for savings. 15 were health and education. They were making cuts
16 1980 Q  And these were obviously hard 16 even in health and education; right?
17 choi ces? 17 A Inorder to afford the major
18 A There was a nunber of difficult 18 spending in those areas.
19 choi ces the government had to make in landing the 19 1991 Q & course, it would have heen
20 2012 budget . 20 understood at the time that these cuts woul d hurt
21 1981 Q Bottomof page 27, Ontario had to |21 peopl €?
22 cut $87.4 nillion out of the Ontario Child Benefit; |22 A | think there's a nunber of other
23 right? 23 ones where it -- they realized there woul d be tough
24 A They del ayed the inplenentation a |24 decisions, and the reaction fromthe various
25 year which reduced the amount of support by 25 st akehol ders woul d be difficult.
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1 1992 Q Now M. Lisus asked you a nunber 1 A There was tension in the sector.
2 of questions about the CRCs race dates initiative, | 2 2000 Q And the tension in the sector
3 the Ontario Racing Program Do you renenber that? | 3 resulted in noratoriumon race dates. |'mshow ng
4 A | dorecall. 4 you Policy Drective Nunber 6, 2009, fromthe
5 1993 Q  He asked you, in particular, where | 5 Ontario Racing Cormission. This is SB5277 dated
6 was the note of cautionin the CRCs public 6 Cctober 8, 2009.
7 pronouncenents. Do you remenber that? Were was 7 You renenber discussing a noratori umon
8 the warning to breeders? 8 race date reductions with M. Lisus?
9 A | dorecall that discussion. 9 A | do recall a general discussion
10 1994 Q MNow that wasn't really afair 10 on the noratorium
11 question because you weren't personal ly monitoring |11 2001 Q And you see in the preanble to
12 the CRC s comuni cations; right? 12 this policy that the industry had been faced with
13 A It certainly wouldn't be ne. 13 increasi ng applications for reductions of race
14 1995 Q If welook at Exhibit 6, thisws |14 dates over the last nunber of years resulting in
15 the briefing package that was apparent!y prepared 15 race date reduction since 2006. Do you see that?
16 for you. I'mlooking at the third page of the 16 A | see the reference.
17 slide deck, which is page 227, please. 17 2002 Q And that's consistent with your
18 MR MATTHEWS. Is this the slide, 18 recol l ection of one of the challenges facing the
19 M. Rosenberg? 19 i ndust ry?
20 MR ROSENBERG  Yes. 20 A That's consistent to the briefing
21 BY MR RCBENBERG 21 | got.
22 1996 Q S, it appears that you are heing |22 MR ROSENBERG Wiy don't we mark this
23 given an overview of the state of the horse racing |23 SB5277 which is Exhibit 41 to M. Seiling's
24 industry at the end of August 2010. And it says: 24 examnation. Let's nake that the next exhibit for
25 "Despite hest efforts of 25 identification to M. Qrsini's examnation, please.
Page 563 Page 565
1 government and the CRCto revitalize 1 M RATQLIFFE  For identification?
2 and stabilize Oitario's standardbred 2 Wiat nunber ?
3 horse racing, it continues to face 3 M MLAT. N
4 ongoi ng chal I enges that include 4 M RATCLIFFE Soit's Exhibit Nunber
5 declining wagering, lack of a 5 N?
6 conpetitive |ive standardbred horse 6 M MLAT: Yes.
7 racing product, failure to attract a 7 EHBT N2 Nfor Identification:
8 new consuner base, lack of defined 8 SB0005277.
9 industry | eadership." 9 BY MR RCBENBERG
10 Do you see that? 10 2003 Q MNow if youlook at Exhihit 1to
11 A | do see that on the slide. 11 your examnation --
12 1997 Q  You would have understood that at |12 A | don't recall that.
13 |east the Mnistry of Finance's viewat the tine 13 2004 Q W'II get that on the screen for
14 was that the standardbred horse racing industry 14 you. It's page 125. If we could just scroll down
15 faced consi derabl e chal | enges? 15 the page. You'll see that M. Seiling, chair of
16 A That woul d have been ny general 16 the CRC is giving notice to the industry of:
17 i npressi on. 17 "The deep concern | have as
18 1998 Q Youtold M. Lisus that you also 18 board chair is the industry up to
19 renenbered racetracks wanting fewer race dates and |19 the challenge? WII we see nore of
20 horse peopl e wanting nore race dates. Do you 20 the 'sane ol d, sane old' that has
21 renenber that? 21 produced the current inpasse and
22 A | dorecall that discussion. 22 created distrust within many parts
23 1999 Q It's not good for business when 23 of the industry? O wll we see a
24 the purveyor of your product wants to push less of |24 productive, rewarding partnership
25 it; right? 25 for all of the stakehol ders?"
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1 Do you see that? 1 M ROBENBERG | did on this point.
2 A | seethe reference. But what was | 2 M LISS kay. Sothat's ny point.
3 the date of that again? 3 M. Gsini is not a nenber of the CRC and nade it
4 2005 Q Thisis February 1st, 2010. 4 clear that he's not an expert in the industry. The
5 A kay. 5 CRC was the expert.
6 2006 Q Andyou'll seethat M. Seiling 6 M ROBENBERG | don't think that's
7 continues, and he's optimistic. He chooses to 7 hi s evidence, so | appreciate your evidence,
8 believe that the industry can cone together. Do 8 Qounsel .
9 you see that? 9 BY MR RCBENBERG
10 A | see that reference there. 10 2011 Q M. QOsini, you see that reference
11 2007 Q But certainly inviewof the 11 to the chall enges surrounding the buy-in of the
12 challenges that we've just reviewed, it's fair to |12 racetracks?
13 say that as much as M. Seiling was optinistic, 13 A | do see the chal | enges faced by
14 there was no surefire way to save this industry 14 the buy-in group.
15 even by tackling the problemof race dates; right? |15 2012 Q  The buy-in group you're referring
16 MR LISUS Do you know anything about |16 tois operators of racetracks; right? That's
17 what wes required to save the industry or change 17 what's referenced here, operators?
18 the industry, M. Qsini? 18 A Sorry, where?
19 THE WTNESS: | can't comment on that. |19 2013 Q "Certain operators essentially
20 There was a Sadinsky report that tal ked about the 20 refused to pursue new i deas
21 chal | enges. The CLG noderni zation was to | ook at 21 where it might cost nore noney
22 getting better value for the noney that was going 22 to operate.”
23 into the system 23 R ght?
24 BY MR RCBENBERG 24 A | see that sub-bullet point. Yes,
25 2008 Q Vell, if M. Lisus wants, | can 25 | do see that point there.

Page 567 Page 569
1 provi de you sone of the docurments that he showed 1 2014 Q And then further:
2 you on this point. Soif we look at -- 2 "Qperators are chal | enged by
3 MR LISUS The point is, 3 issue of 'do | spend operational
4 M. Rosenberg, M. Qrsini nade it quite clear that 4 noney to i nprove revenue streans to
5 he got involved in this portfolio in Decenber of 5 the purse account if that purse
6 2011, and he didn't know anythi ng about the horse 6 account will not be available to ny
7 racing industry. 7 track." Lack of buy-into the
8 THE WTNESS: | would say | had earlier | 8 provincial benefits."
9 exposure, but | would not claimto be an expert. 9 Do you see that?
10 BY MR RCBENBERG 10 A | do see that reference as well.
11 2009 Q WIl, why don't we take Exhibit F |11 2015 Q And the way that you described the
12 to M. Qsini's examnation, which is fromMrch 12 principles that M. Lisus reviewed with you -- and
13 2011. This was an CRC presentation that was 13 these are found in Exhibit 1. M. Lisus directed
14 apparent|y being given. V¢ can see the (QRCs 14 you to page 126 to principle 2, in particular:
15 interpretation of sonme continued chal l enges at page |15 "Provide a fair return on
16 10. 16 investment over the short termwhile
17 MR MATTHEWS. Wiat's the page nunber 17 protecting val ue for owers and
18 in the right-hand corner? 18 communi ties over the long term"
19 MR ROBENBERG 686, pl ease. 19 Do you see that?
20 BY MR RCBENBERG 20 A | do see that reference.
21 2010 Q It appears that the CRC was 21 2016 Q I think you said these were the
22 concerned about chal | enges surrounding the buy-in 22 principles that the GRC was bringing to the
23 of racetracks. 23 exercise of trying to solve the race date probl em
24 M LISUS M. Rosenberg, you had the |24 right?
25 CRC here, and you examned them ext ensi vel y. 25 A That's ny understandi ng.
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1 2017 Q But it was not your understanding 1 A The Mnistry of Finance have nany
2 CRC was promsing anybody a fair return on 2 responsi bilities, and that woul d be one of them
3 i nvest nent ? 3 2027 Q Andcertainly it had to answer to
4 A Because the investnent returns are | 4 a much broader set of stakehol ders than the
5 determned by so many factors external -- internal 5 Mnistry of Finance did?
6 to their operations, | would say that's a fair 6 A Yes.
7 assessnent . 7 2028 Q Andit had to bal ance many nore
8 2018 Q Just interns of the way that the | 8 conpeting demands for resources than did the CRC?
9 C(RCgot its money, aml right inthinking that the | 9 A |I'dsay that's a fair statenent.
10 (RC s funding was on year-by-year basis? 10 2029 Q  You spoke with M. Lisus about
11 A It was funded fromthe industry 11 budget secrecy. Wiy was budget secrecy inportant?
12 based on fees. 12 A It's a longstanding convention of
13 2019 Q | see. Sothe CRC gets noney from | 13 the governnent. Depending on the type of
14 the Pari-Mituel tax refund; is that right? 14 information that was disclosed, it had mnisters
15 A | can't recall exactly, but 15 under duress for information getting | eaked for the
16 | think there's sonme type of revenue structure, fee |16 budget process. | think alot of it is because of
17 structure that the CRC has with the various 17 the ahility to explain isolated or individual
18 conponent s of the sector. 18 neasures without the broader context.
19 2020 Q Andit got nmoney from SARP as 19 Qutting back funding in a world with
20 well; right? 20 surpluses is nuch different than cutting back
21 A That | don"t know of f hand. 21 funding froma world of big deficits. People will
22 2021 Q But you don't recall an itemof 22 understand that there's belt tightening right
23 funding comng fromthe consolidated revenue fund 23 across the system
24 to the CR? 24 Alot of the tinme you want to present
25 A | think it's one of those agencies |25 that information with that broader context so
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1 that's self-funded fromthe sector. | don't recall | 1 peopl € understand why the government is doi ng what
2 seeing a line itemto fund the CRC 2 it's doing. Sorry, to better understand why the
3 2022 Q Andsoit's dependent on certain 3 government is doing what it's doing. They may not
4 revenue sources to pay for its prograns? 4 still agree, but they have a better sense of the
5 A It's supported by the sector. 5 cont ext.
6 2023 Q Now interns of the (RCs 6 2030 Q  Vés the 2012 budget particularly
7 priorities, M. Lisus showed you Exhibit 12 which 7 sensitive because it was an austerity budget?
8 was a Menorandum of Under standi ng bet ween the CRC 8 A It was a very tough budget. If
9 and the Mnistry of Fi nance. 9 you | ook at past budgets, it was a very difficult
10 A Wat page is that again? 10 budget .
11 2024 Q I'msorry. It's Exhibit 12 to 11 2031 Q Ddthat make it particularly
12 M. Seiling's examnation, Exhibit 14 to your 12 sensitive?
13 examnation. |'mlooking at Article 3.4, page 269. |13 A It was -- because of a lot riding
14 And I'mlooking at Article 3.4 on the fourth page. |14 on hitting and betting the cost curve-down and
15 A Yes, | seeit. 15 turning the tide on deficits, it was a particularly
16 2025 Q M. Lisus directed you to the 16 difficult budget.
17 purpose of the CRC which was to support the sport 17 2032 Q  Vés there anything unusual about
18 of horse racing and the sustainability of the 18 the way that the decision to cancel SARP proceeded
19 industry inthe long term Do you see that? 19 to a Cabinet comittee?
20 A | seethat reference. 20 A The process in which the ministry
21 2026 Q That's adifferent objective or 21 is working up options, and there's direction comng
22 perhaps a narrower objective than what the Mnistry |22 fromthe minister or fromothers as to what those
23 of Finance was charged wth doing, which was 23 options shoul d ook like is consistent with the
24 delivering financial accountability in a nuch 24 preparation of Cabinet submssions. Each, though,
25 broader sense for the province of Ontario; correct? |25 is unique and different inits own way.
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1 2033 Q Vés there anything unusual about 1 mnister's reconmendati ons?
2 this particular decision noving quickly? 2 A It would have captured the
3 A | think there's a nunber of itens 3 direction fromthe government and the minister
4 through that whol e budget process that worked 4 representing -- the mnistry bringing the Cabinet
5 through very quickly. | would not say this was the | 5 submi ssi on forward.
6 only one. 6 2041 Q Interns of howthat decision --
7 2034 Q Dd you have the viewthat the 7 subm ssion to Cabinet for a decision went froma
8 decision to termnate SARP was not Cabinet-ready? 8 conmittee to Cabinet, was there anything unusual
9 A It was -- Cabinet nmade the 9 about that?
10 decision on the best information we had at the 10 A No. There's a Cabinet committee
11 tine. 11 close to a Cabinet date, and so it -- ny
12 2035 Q Adsoif | put toyouis this 12 recol | ection based on the material | saw it went
13 deci sion Cabinet-ready, what woul d you say? 13 to a Cabinet comittee on the 7th and then to full
14 A I'dsayit's the best information |14 Cabinet on the 8th.
15 we had at the tine. 15 2042 Q M. Lisus suggested to you that
16 2036 Q | think you gave that answer to 16 civil servants were for cancelling SARP but
17 M. Lisus a nunber of tines. | don't think either |17 recommended a three-year step-down, and then the
18 one of us is going to get a different answer from |18 Mnister of Finance or the Premer preferred a
19 you. 19 one-year phase-out. Do you renenber that?
20 A It's -- we had a nunber of 20 A | remenber that discussion.
21 measures comng forward. The ministry i s working 21 2043 Q Is there anything unusual about
22 onall fronts, and it was the information we had at |22 elected officials ultimately choosing to recomend
23 the tine to give Cabinet a docunent that presented |23 to Cabinet a different course than the one put
24 the information we had at the tine. 24 forward by the civil service?
25 2037 Q Now M. Lisus suggested that 25 A There's often when options are
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1 there were perhaps changes nade to the Cabi net 1 prepared, and the governnent nmay want -- nay change
2 subnission after you had signed the initial draft. 2 those options going into Cabinet.
3 Do you renenber that? 32044 Q And Cahinet itself may change
4 A Sonetines there was tweaks to the | 4 reconmendati on --
5 wording or to the type of infornmation that's 5 A And Cabinet may change it as well.
6 included, and so that mght occur after a signature | 6 2045 Q Cabinet may change it. Isit fair
7 as it's going into the system 7 to say that cancelling SARP was one decision that
8 2038 Q M. Lisus put to you that the 8 the governnent took, and determining the
9 period for transition funding for SARP appeared to | 9 appropriate level of funding for horse racing was
10 have changed after you had signed that initial 10 anot her deci si on?
11 draft. Do you remenber that? 11 A Sorepeat that again, please.
12 A | don't recall exactly the -- | 12 2046 Q Isit fair tosay that the
13 know there's references to sone changes, but | 13 decision to cancel SARP was one decision that the
14 can't recall actually what the changes were at the |14 government took, and then setting the appropriate
15 end. 15 I evel of horse racing funding was another decision
16 2039 Q  The evidence that you reviewed 16 that the governnent took?
17 today on that point, did that cause you any 17 A So there's a nunber of decisions
18 concern? 18 that government made. (ne is to naintain the tax
19 A Interns of the changes? It's the |19 reduction. So that was one. Two, to its decision
20 mnister's direction. So as a public service, wve |20 on when to end the Sots at Racetrack Program
21 are responding to direction and preparing a Cabinet |21 Three, in terns of negotiating rent space fromthe
22 subnission that the mnister would be taking in for |22 racet racks.
23 approval . 23 These are al | separate decisions of the
24 2040 Q  And you were satisfied that the 24 government related to -- the decision related to
25 Cabinet submssion ultimately reflected the 25 provi de transitional support, a decision of
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1 Cabi net. 1 | think you gave the exanple of northern
2 2047 Q They're separate decisions? 2 transportati on.
3 A They're separate decisions. 3 A So the ONTC was another big
4 Sonetines they' re grouped together, and sonetimes 4 deci sion the government made that they |ater,
5 they' re done in sequence. 5 informng an advi sory conmittee, nade changes to
6 2048 Q If you just cancel SARP wi thout 6 the exact inplenentation of that decision, and that
7 taking any other decisions, the effect is that when | 7 was nade part of the budget process.
8 SARP funding stops, there is no repl acenment 8 209 Q Wy did the governnent nake
9 funding; right? 9 changes to that decision?
10 A So besides a Pari-Mituel Tax 10 A Feedback fromthe sector, fromthe
11 Reduction, that that woul d have been the end of 11 region. | can't recall exactly, but it would be
12 that program depends what they did el sewhere in 12 sinmlar in nature to the horse racing.
13 terns of the rental space and so forth. 13 2056 Q Vés this kind of feedback a
14 2049 Q  Those woul d have to be separate 14 natural part of the budgeting process?
15 deci si ons taken? 15 A You'rerolling out a whol e bunch
16 A They would be part of the total 16 of different initiatives based on the best
17 package of decisions to be nade over a period of 17 information it had at the time. As nore
18 tine. 18 information comes forward, there's nore engagenent
19 2050 Q If you just cancelled SARP without |19 with the -- the governnent wll tine after time
20 those ot her decisions other than the Pari-Mit uel 20 make adj ustnents to those decisions.
21 tax refund, there's no further funding for horse 21 This -- other budgets have sinlar
22 racing? 22 feedback mechani sns. \# nade changes with the
23 A Unhder that scenario, yes. 23 Harnoni zed Sales Tax. The governnment nade an
24 2051 Q Wat do you say to the suggestion |24 announcenent in 2009. There was changes to the
25 that cancelling SARP and providing only a year of 25 programal | the way up to 2010 budget and 2011
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1 transition funding were decisions taken by civil 1 budget .
2 servants or political staffers? 2 2057 Q Andthat's just a normal part of
3 A | think at the end of the day in 3 respondi ng to feedback as changes are inpl ement ed?
4 deciding on the full budget -- so this decision 4 A And as more information comes
5 woul d have been made in context, | believe, of all 5 avail abl e.
6 the other decisions that we'd be making in | ead-up 6 2058 Q Do you have any evidence to
7 to the budget. 7 suggest that cancelling SARP was an irrational
8 2052 Q I'msorry. I'mnot sure | 8 decision when it was nmade?
9 under stood your answer there, sir. 9 A I'mnot going to conment on the
10 A Could you repeat it? 10 governnent direction. As a public service, we
11 2053 Q Wat do you say to the suggestion |11 prepare subm ssions based on the direction we've
12 that cancelling SARP and providing only a year of 12 recei ved.
13 transitional funding were actually decisions taken |13 2059 Q M questionisalittiebit
14 by civil servants or political staffers as opposed |14 different, though, sir. |'mnot asking whether it
15 to elected officials? 15 was a good decision or a bad decision. |'masking
16 A The public service brings 16 if you have evidence as to whether it was an
17 proposal s forward at different intervals, and the 17 irrational decision.
18 governnent reviews those proposals. In light of 18 A They made their decision based on
19 everything el se, we'll then ask the public service |19 the best information we had avail abl e which was
20 to go back and change those proposal s until it 20 contained in the Cabinet submission.
21 meets the objective, and then, therefore, it's a 21 2060 Q  Sanme answer for the decision to
22 governnent decision, not a public service decision. |22 discontinue funding to the horse racing industry in
23 2054 Q Youtold M. Lisus that the 23 March 2013?
24 government nade adj ustments to sone other decisions | 24 A That's following one year's
25 in the 2012 budget as they were rolled out. And 25 noti ce.
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1 2061 Q  Yes. 1 a mnute.
2 A Sothat was part of the February 2 -- COFF THE RECCRD DI SOUSSI N - -
3 Cabi net  deci si on. 3 CROBS- EXAM NATI ON BY MR RATCLI FFE
4 2062 Q Do you have any evidence that that | 4 2069 Q For the record, I'm
5 deci sion wes irrational ? 5 Robert Ratcliffe, here on behalf of the province of
6 A The governnment based its decision 6 Ontario, and | have a few questions for you.
7 on the best information they had at the tine. 7 Earlier in response to M. Lisus's
8 2063 Q Do you have any evidence to 8 questions and al so M. Rosenberg's questions, you
9 suggest that cancel ling SARP was a decision taken 9 made reference to the chal lenges Ontario faced at
10 in bad faith? 10 the tine that the budget was being drafted in 2012.
11 A The governnent -- based on our 11 A Can you repeat that?
12 Cabinet submi ssion, they nade the decision, as | 12 2070 Q There were chal l enges at the tine.
13 can tell, fromthe informati on we provided them 13 A Yeah, there was a nunber of --
14 2064 Q And you said that was the best 14 2071 Q  But you nade reference to a large
15 evi dence avai | abl €? 15 deficit. Vs that roughly 14 or 15 --
16 A Best information we had at the 16 A So the budget in the prior year
17 tine. 17 cane inat 14 billion. W were facing with a
18 2065 Q  Wat about the decision to 18 $15 hillion deficit. V¢ were faced also with
19 di scontinue funding to the horse racing industry in |19 rating agencies looking at --
20 March 2013, was that taken in bad faith? 20 M LISUS M. Ratcliffe, we've heard
21 A That was the sanme decision they 21 this about half a dozen tines.
22 made on February 7th and 8th based on a Cabi net 22 M RATQLIFFE | know And I'mgoing
23 subni ssion we provi ded them 23 onto talk about sonething a little hit different
24 2066 Q Part of that group of decisions | |24 than that. So, | mean, |'mestablishing a topic.
25 think you said. 25 Thank you.
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1 A It was part of the group of 1 BY MR RATCLI FFE
2 decisions they nade at that time based on the best 2 2072 Q And the inplications of credit
3 information that the Mnistry of Finance had at the | 3 ratings woul d be what in terns of the financial
4 tine. 4 aspects for the province?
5 2067 Q Do you have any evidence to 5 A Soat the tine, the governnent was
6 suggest that the decision to cancel SARP was taken 6 moni toring how credit rating agencies were going to
7 inamnner that was extrenmely carel ess? 7 view our debt, and further downgrades had the
8 A The Cabinet decision was based on | 8 potential of increasing our borrow ng costs which
9 a Mnistry of Finance subnission, detailed 9 would intend -- require other cuts in the systemto
10 subni ssion, based on the best infornmation we had at | 10 meet our deficit target. So that was al ways --
11 the tine. 11 always continued to be a factor.
12 2068 Q  Same answer for the decision to 12 2073 Q MNow you made reference or
13 di scontinue funding to the horse racing industry in |13 described it as what's known as the great
14 March 2013? You have no evidence to suggest that 14 recession. Had Ontario noved into a new position
15 that decision was extrenely carel ess? 15 vis-a-vis other provinces in the confederation? It
16 A The governnent -- the Cabinet -- 16 was now what's referred to as a "have-not
17 the material we provided Cabinet was the 17 provi nce"?
18 information we had at the time, and their decision |18 A Yes. The province had noved from
19 reflected the material that went into Cabinet. 19 a have to a have-not province.
20 MR RCBENBERG | want to go off the 20 2074 Q Wat does that mean?
21 record for a nonent. 21 A It neans that our economc growth
22 -- COFF THE REQCRD DI SOSSI N - - 22 was grow ng nore slowy than other provinces. Wé
23 M ROBENBERG  Thank you very much, 23 faced a more significant downturn. At the tinme not
24 sir. Those are ny questions. 24 knowi ng exactly -- | can't recall the specifics,
25 M RATCLIFFE  Just off the record for |25 but sore of the western provinces were gaining
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1 economc growth, and that resulted in the province | 1 A This occurred fromtine to tine.
2 meeting the federal equalization program which 2 2080 Q Soit wasn't just this case?
3 actual |y gave the province sone funds out of the 3 A Sothere's been other cases where
4 equal i zation funding program 4 a decision is going to Cabinet, they have -- we get
5 2075 Q Vs there pressure fromCanada as | 5 direction as to a different course of action.
6 wel | for Ontario to get its financia house in 6 2081 Q MNow I'dlike to take you to the
7 order? \is there pressure fromthat direction? 7 transition funding. The announcenent was nade in
8 A Sothe federal government was 8 March of 2012 in terns of going forward in the
9 critical of the province. The former mnister, 9 cancel | ation of SARP?
10 late mnister, JimH aherty, had raised concerns 10 A The announcenent was in, Yyes,
11 about our debt situation and our credit rating 1 March of 2012,
12 situation. 12 2082 Q And the panel was actually -- the
13 2076 Q MNow I'dlike tojust take you to, |13 announcenent for the panel that was going to | ook
14 you know, the practice around Cabinet secrecy. 14 into this was made in June of the sane year?
15 You' ve had questions fromM. Lisus and al so 15 A That's correct.
16 M. Rosenberg. 16 2083 Q Andin the intervening period,
17 Wiat is the problemif, you know close |17 there woul d have been steps taken in terns of
18 to the time those decisions are being made, there 18 di scussi ng what the governnent shoul d do when
19 was outreach to CMAFRA or there was outreach to the | 19 reaching out to the three panel menbers and maki ng
20 Ontario Racing Commi ssion when you' re | ooking at 20 all the arrangenents for that?
21 cross-government? Wy can't you share what you're |21 A Sol think early after the budget,
22 doing with individual players, | guess, in the 22 there is alot of discussionin terns of, you know,
23 systen? 23 we're getting a lot of feedback fromdifferent
24 A Soalot of conversations we'll 24 st akehol ders obviously that the horse racing
25 have with line mnistries and agencies and 25 industry was quite concerned, and the governnent
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1 stakehol ders. Gnce the government starts getting 1 wanted to get additional advice.
2 into making difficult situations, often we gointo | 2 And so they were then thinking of who
3 budget secrecy. 3 woul d be the people that would sit on the panel.
4 And closer to the budget, nore and nore | 4 The Mnister of Agriculture and Food and Rural
5 gets contai ned and becones linted to a smaller 5 Aifairs played a role in providing the advice of
6 group of people. And then that gets built intothe | 6 who shoul d be on the panel and was assigned the
7 budget and then part of our budget announcement. 7 responsibility to have the panel report to that
8 2077 Q  So when you talk about getting 8 mni ster.
9 closer to the budget, if you're within two or three | 9 2084 Q Isit fair tosay that this
10 weeks of the budget? 10 process noved forward very qui ckly?
11 A QO two and three nonths. 11 A I'dsay fairly quickly, vyes.
12 2078 Q O tw and three -- 12 2085 Q Their interimreport came out in
13 A If it's alate March, early April, |13 August of the same year?
14 you're into January, February, you start to becone |14 A If | recall correctly, yes.
15 nore concerned with confidentiality. As you can 15 2086 Q Now the starting point for this,
16 see, sone of the docurments were password protected. | 16 | guess, was $50 mllion in transition funding.
17 Additional security gets put in place. 17 That grew over time, didit not?
18 2079 Q Now M. Lisus raised the question |18 A | think as more information came
19 about how there could be this change in direction, |19 availabl e, the panel recomended additional
20 | guess, that took place on the 2nd or 3rd of 20 funding, and the government over tine began to
21 February and the Cabinet decisions bei ng made on 21 bring forward -- the ministry brought forward
22 the 8th. 22 proposal s to provide additional relief for the
23 Vés there anything unusual about 23 sector.
24 Cabi net deci si ons being nade at the last mnute? 24 2087 Q And at one point, it was
25 bid this occur in other cases? 25 $400 mllion over five years. Do you recall that?
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1 A | can't recall. 1 A Those two.
2 2088 Q You'renot famliar with that? 2 2097 Q Those two. (kay. Soif we |ook
3 A | renenber seeing an earlier one 3 at the characteristics of a government busi ness
4 where it was $150 nillion a year for three years. 4 enterprise, they are government organizations that,
5 2089 Q You noved into a different 5 one, are separate legal entities with the pover to
6 position at that point intime or around that tine? | 6 contract in their own nanme; correct?
7 A Sothere was different stages, and | 7 A | see that reference.
8 | can't recall exactly where | was, but | was 8 2098 Q Have the financial and operating
9 Deputy Mnister of Fnance when the governnent was 9 authority to carrying on a business; correct?
10 |'ooking at or considering additional relief for the |10 A | seethat as well.
11 sector. 11 2099 Q Aeprincipally focused on the
12 2090 Q Adsoif | wereto say that at 12 selling of goods and services to individual s and
13 the present noment in tine, it's $500 mllion over |13 nongover nnent or gani zati ons?
14 five years, you're not in a position to know 14 A | seethat.
15 whether or not that's true or not? 15 2100 Q Andare able to maintain their
16 A | don't want to coment on that, 16 operations and neet their obligations through
17 per se, because |'mnot fanmliar wth the details. |17 revenues generated outside the governnent entity;
18 MR RATCLIFFE Those are ny questions. |18 correct?
19 RECRCBS: EXAM NATI CN BY MR LI SUS: 19 A | seethat as well.
20 2091 Q M. Qsini, | have a fewquestions |20 2101 Q And O.G as a governnent busi ness
21 for you. You were asked sone questions by 21 enterprise, has all those characteristics; correct?
22 M. Rosenberg about QLG s business. Do you 22 A They look famliar to the
23 renenber that? 23 operations of the AG
24 A There was a nunber of questions. 24 2102 Q AdAGwthits Sots at
25 Can you be nore specific? 25 Racetrack Programwas carrying on a business at
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1 2092 Q QGis a governnent business 1 racetracks; right?
2 enterprise; correct? 2 A (ne coul d nake that point.
3 A That's correct. 3 2103 Q And AGwas selling services to
4 2093 Q  And governnent busi ness 4 individual s at those racetracks; right?
5 enterprises are government organizations that have 5 A Through their slots, nachines.
6 speci fic characteristics; correct? 6 2104 Q Rght. And through the sale of
7 A | think they have certain 7 the services through their slot machines, CLGwas
8 characteristics, yes. 8 generating revenue; correct?
9 2094 Q (ne, they are separate |egal 9 A Correct.
10 entities with the power to contract in their own 10 2105 Q Ad OGwas maintainingits
11 nane; right? 11 operations through the revenue it was generating
12 A That could be one of them 12 through its slot nmachines at the racetracks?
13 2095 Q Wll, I'll take you to 13 A Amng other lines of business.
14 M. Drummond' s report where he sunmarizes the 14 2106 Q Qorrect. And the comm ssions
15 characteristics of a government business 15 whi ch were paid as a revenue as part of the
16 enterprise. 16 revenue-sharing agreenent were, as we discussed, an
17 MR MATTHEWS.  So " mshowi ng the 17 operating expense of CLGin the carrying on of its
18 witness Exhibit 39 to M. Phillips' exanination 18 busi ness?
19 which is excerpts fromthe report. 19 M ROBENBERG M. Lisus, you woul d
20 BY MR LISUS 20 not let the wtness answer these questions, and you
21 2096 Q And you are avare of the 21 can't ask themto him now
22 characteristics of government business enterprises |22 MR LISUS (h, he answered themin
23 because part of your responsibility was government |23 spades, M. Rosenberg.
24 busi ness enterprises, (LG LOBQ and others; 24 M ROSENBERG You asked themto him
25 correct? 25 your first tine around. You're just asking the
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1 sane question. 1 BY MR LISUS
2 M LISUS ['mfollowng up on your 2 2112 Q Inany event, we can agree, Sir,
3 quest i ons. 3 that the comm ssion was generated by the playing of
4 BY MR LISUS 4 slot machines, not by the needs of the horse racing
5 2107 Q The commissions paid were 5 sector. ¢ can agree on that; right?
6 operating expenses incurred in the carrying on of 6 A | think the understanding was it
7 the business of operating slot machines and 7 wasn't tied to the races or the nunber of horses
8 providing a service to individual s and 8 and so forth.
9 nongover nnent organi zations; right? 9 2113 Q Rght.
10 A Repeat that. 10 A It was tied to the amount of
11 2108 Q  The commissions that were paid 11 betting.
12 under the Sots at Racetrack Programwere an 12 2114 Q Correct. Wen you say "it," we're
13 operating expense of the business that CLG was 13 tal king about the commissions that were then
14 carrying on at the racetracks; right? 14 shared; right?
15 MR RATCLIFFE  The objection | have, 15 A W're talking about the total
16 M. Lisus, is| don't see howthis is relevant to 16 anount of the proceeds conming fromthe slots |ess
17 the issues in play. Mybe you can explain howit's |17 the winnings, but the gross proceeds comng of f
18 even rel evant. 18 after the winnings was the basis, as | understand,
19 M LISUS | thinkit's highly 19 inanonlegalistic terns is ny understanding of
20 relevant to the question of whether these revenues |20 what was the amount of noney that was then divvied
21 were a subsidy or a business devel opnent support or |21 up.
22 sinply an operating expense of a business carried 22 2115 Q Rght. And that noney that was
23 on by a governnent business enterprise at 23 divvied up depended entirely on what kind of
24 racet racks. 24 activity there were at the slot nachines, not the
25 THE WTNESS:  The response | gave 25 needs of the horse racing sector; correct?
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1 earlier to M. Rosenberg, it was arate out of -- a | 1 M ROSENBERG He answered this
2 percentage rate out of the betting on slots. The 2 already. This is not proper reexamnation.
3 terminology you're using, |'mgiving it a more 3 THE WTNESS. It woul d be depending on
4 generi ¢ under standi ng. 4 nunber of slot machines, the nunber of people
5 BY MR LISUS 5 betting, the attractiveness to the people com ng.
6 2109 Q  The conmission was a set 6 BY MR LISLS
7 20 percent rate out of the betting on the slot 7 2116 Q Thank you. Now you tal ked about
8 machi nes; right? 8 budget secrecy. The budget was rel eased on
9 A It was arate -- afixed rate on 9 March 26, 2012; correct?
10 the amount betted on slot nachi nes. 10 A Yes, thereabouts.
11 2110 Q Rght. And the revenue or profit |11 2117 Q And you aren't suggesting, sir,
12 that was generated fromthose slot machi nes 12 that M. Seiling, the chair of the CRC couldn't be
13 depended on the profitability of the slot machines |13 trusted to be consulted in confidence about the
14 at that particular racetrack; correct? 14 consequences of the decision that was directed by
15 A Touse the term"profitability," 15 M. MQinty and M. Duncan and subsequent!|y
16 which tal ks about costs, not know ng the costs -- 16 approved by Cabinet, are you?
17 we tal ked about that earlier -- it was based on the |17 A No. W'renot inthe position of
18 gross proceeds. 18 deci ding who gets told when.
19 2111 Q No, I think the comm ssion was 19 2118 Q Infact, M. Seiling was, in fact,
20 based on the net win, sir. 20 tol d about the decision in advance of March 26 when
21 MR RCBENBERG Do you know? 21 the budget wes rel eased?
22 M LISUS It's in the sitehol der 22 A That would be a ninister's office
23 agreenent . 23 decision as to when external stakehol ders woul d be
24 THE WTNESS:  |'mtal king about the 24 i nf or med.
25 gross proceeds comng out of the slots. 25 2119 Q Rght. And he did naintain
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1 confidence; right? He didn't |eak what 1 (Ontario have a right to expect that the governnent
2 M. Sransky told hin? 2 will make decisions responsibly in tough tines and
3 MR RATQLIFFE  Wen was this? 3 in good economc tinmes; correct?
4 M ROSENBERG M. Lisus, be fair to 4 A That would be a fair assessnent.
5 the witness. You put to himthat he was told the 5 2127 Q Youaren't at all suggesting that
6 day before the announcenent was nade on March 12th. | 6 because there happens to be a tough econonic
7 BY MR LISUS 7 climte, that the government is permtted to behave
8 2120 Q That was the day before the 8 [ ess responsibly in the making and inpl ementing of
9 announcenent was nade about the nodernization plan 9 i nportant deci sions; correct?
10 whi ch was in advance of the budget release; right, |10 A The government al ways needs to
11 M. Qsini? 1 bal ance a nunber of objectives when they're naking
12 A And that's the governnent's 12 deci si ons.
13 prerogative of when they announce or release the 13 2128 Q But always, regardless of the
14 details. 14 econonic clinmate, the government has to make
15 2121 Q | understand. Al I'msuggesting |15 deci sions responsi bly based on the best information
16 to you, sir, is that the governnent clearly wasn't |16 available toit; correct?
17 concerned about budget secrecy with respect to 17 A That would be an operating
18 M. Seiling because they, in fact, told himabout 18 assunpt i on.
19 the decision prior to the release of the budget; 19 2129 Q Rght. And regardless of the
20 right? 20 econonmic clinate, the government has to i npl ement
21 MR ROBENBERG M. Lisus, that's 21 the decisions it nmakes responsibly?
22 absurd. The noderni zation report announced the 22 A The tougher the economc
23 termination of SARP on March 12th. You've 23 envi ronnent, the tougher the decision and the
24 established that already. It was public. 24 i npl enentation of those decisions.
25 BY MR LISUS 25 2130 Q But regardiess of the econonic
Page 599 Page 601
1 2122 Q Do you agree vith ne that 1 climte, you and | can agree, sir, that the
2 M. Seiling was told prior to the release of the 2 governnent has to inplenent its decisions in the --
3 budget ? 3 A Inthe most responsibl e way
4 A Soif the government is announcing | 4 possi bl e.
5 sonething, either itself or through an agency prior | 5 2131 Q And we can also agree, sir, that
6 to the budget, then that's all coordinated. Andif | 6 regardl ess of the econonic clinate, the governnent
7 it's all coordinated, they inturnwll let people 7 has to inplement its decisions in good faith;
8 know at the appropriate tine. 8 correct?
9 2123 Q But you aren't suggesting to ne, 9 A | would say the government, in
10 sir, that M. Seiling couldn't be trusted to be 10 making its decision, would want to weighin all the
11 consul ted about the consequences of the decision? 11 factors.
12 A I'mnot nmaking any comment on that |12 2132 Q Rght. And get the best
13 or... 13 information available; correct?
14 2124 Q Now you talked a ot about the 14 A That's correct.
15 econom ¢ climate in 2012 to M. Rosenberg and 15 2133 Q Al right. Youtold us about the
16 M. Ratcliffe. Do you remenber that? 16 difficult economc environnent. And what you were
17 A Yes. 17 describing was a difficult economc environnent for
18 2125 Q And I take it you'll agree with 18 the peopl e of Ontario; right?
19 nme, M. Qsini, that the governnent has to nake 19 A It was adifficult fiscal
20 deci sions responsibly regardl ess of the econonic 20 environnent for all parts of the econony, including
21 climate; right? 21 the peopl e of Ontario.
22 A The governnent nmakes decisions all |22 2134 Q And because it was a difficult
23 the time based on the information they have at the |23 fiscal climate for the people of Ontario, can we
24 tine. 24 agree that the government ought to have taken
25 2126 Q Correct. And the people of 25 particular care in making and inplementing
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1 deci sions that woul d have an inpact on people's 1 REPORTER S CERTI FI CATE
2 I'ivelihoods and invest nents? 2
3 A | think they would be naking a 3 |, CARISSA STABBLER Court
4 judgnent on all those plus people's health care, 4 Reporter, certify;
5 energency roomvisits, surgeries, all the elenents 5
6 of public services. 6 That the foregoi ng proceedi ngs were
7 2135 Q G course. Included in that 7 taken before ne at the tine and place therein set
8 deci si on- maki ng process woul d be the nanner in 8 forth, at which tine the wtness was put under oath
9 whi ch governnent communicated its decisions tothe | © by me
10 pe0p| e affected by them ri ght? 10 That the testinony of the witness
11 A | think the comunication process 11 and all objections made at the time of the
12 voul d ook at how best to communicate any change to |12 ~ examnation were recorded stenographically by me
13 the sector. 13 and were thereafter transcribed;
14 2136 Q Rght. Particularly if the change |14
15 that was being inpl emented was going to have a 15 That the foregoing is a true and
16 significant econom ¢ consequence on stakehol ders; 16  correct transcript of my shorthand notes so taken.
17 right? 17
18 A They woul d pay parti cul ar 18 Dated this 28th day of February 2018.
19 attention to those situations. 19
20 2137 Q Andthat is what responsible 20 éM
21 governnent deci sion inplenentation is about; right? |21 ﬁ ;
22 A Certainly the communi cations would |22
23 want to take into all aspects of the context of the |23 NEESON COURT REPORTI NG | NC.
24 deci sion and who was affected by the decision. 24 PER  CARISSA STABBLER RPR CSR
25 2138 Q And the consequences of the 25 COURT REPORTER
Page 603
1 decision as well?
2 A And the inpact, positive and
3 negative.
4 M LISUS Thank you, M. Qsini.
5 -- Wereupon the cross-exannation concl uded at
6 635pm --
7
8
9
10
1
12
13
14
15
16
17
18
19
20
21
22
23
24
25
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