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NOTICE

The parties will please take notice that the Defendants shall present the following motion
o0 be heard before the Fayette Circuit Court on Friday, July 22, 2011, at 8:30 a.m. or as soon

thereafter as counsel may be heard.

MOTION
Defendants Edward R. Bennett, Carl T. Fischer, Jr., Kris Knight, Tom Ferrebee, Simon
Fredericks, M.D. and Lynn W. Via, move this Court to enter an Order (1) compelling ASHA to
appear and show cause why it should not be held in contempt, (2) compelling ASHA to produce
for inspection within three days, in their ordinary course of business at its headquarters located in

the Kentucky Horse Park, all books and records requested by the Members and (3) sanctioning




ASHA and awarding costs to the Members. A memorandum in support of this motion is

attached.
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COMMONWEALTH OF KENTUCKY

FAYETTE CIRCUIT COURT
22"P JUDICIAL CIRCUIT
DIVISION 3
AMERICAN SADDLEBRED Case No. 09-CI1-05292
HORSE ASSOCIATION, INC.,
Plaintiff
V.
Memorandum In Support of Defendants’
EDWARD R. BENNETT, Motion For The Court to Order Plaintiff to
CARL T. FISCHER, JR., _ Appear and Show Cause Why It Should Not
KRIS KNIGHT, TOM FERREBEE, Be Held In Contempt of Court

SIMON FREDRICKS, M.D.,
and LYNN W. VIA,

Defendants

I Introduction

In two orders dated December 2, 2010 and January 6, 2011, this Court directed the
American Saddlebred Horse Association (“ASHA”™) to comply with KRS § 273.233 and held that
ASHA must produce “all books and records™ of the corporation for inspection by the Defendant
members of ASHA (“Members™). The December 2, 2010 Order is attached as Exhibit A. The
January 6, 2011 Order is attached as Exhibit B. However, despite repeated requests by the
Members, ASHA has failed to comply. Accordingly, the Members request that this Court enter
an order (1) compelling ASHA to appear and show cause why it should not be held in contempt,
(2) compelling ASHA to produce for inspection within three days, in their ordinary course of
business at its headquarters located in the Kentucky Horse Park, all books and records requested

by the Members and (3) sanctioning ASHA and awarding costs to the Members.



II. Procedural History

ASHA, a non-profit corporation, initiated the underlying litigation against the Members
almost two years ago. ASHA sought an order allowing it to prevent its members from inspecting
ASHA’s corporate records. The Members’ countered that KRS § 273.233 authorizes any
member of ASHA to inspect all of its corporate records. The parties briefed their respective
motions for summary judgment and presented oral arguments to the Court. On December 2,
2010, the Court issued its Opinion, Order and Judgment (“Ordet”) confirming that the Members
are entitled to inspect all books and records maintained by ASHA. As the Court explained,

the fact that the legislature . . . included the all-inclusive
description of “all books and records” is a clear indication to this
Court that it was the intent of the legislature to do exactly what the
language of the statute, in its plain and ordinary every day
meaning, expressly set forth, i.e. that “All books and records of a

corporation may be inspected by any member, or his agent, for any
propet purpose at any reasonable time.”

Id. at 5-6 (emphasis in original).

On February 3, 2011, ASHA filed its Notice of Appeal. On February 7, 2011, ASHA
moved this Court to stay enforcement of the Order pending appeal. The Court denied that
motion on February 28, 2011. The Court of Appeals denied a similar motion by ASHA on May
18, 2011. The deadline for ASHA to seck relief from the Kentucky Supreme Court has expired.
Accordingly, the Order requiring “all books and records” of ASHA be made available for
inspection by the Members is valid and enforceable. Unfértunately, ASHA continues to
withhold records from the Members in violation of the Order.

III.  ASHA'’S Failure To Comply With The Order

On June 2, 2011, Counsel for the Members wrote to counsel for ASHA to arrange a time
to inspect “all of the books and records of the ASHA necessary to perform a complete review

and audit of the ASHA’s finances, assets and management.” (June 2, 2011 Letter to Jefferson K.



Streepey, attached as Exhibit C.) ASHA responded by phone and indicated that it would not
produce all of the records sought for inspection by the Members. The Members objected to
ASHA’s improper response and asked ASHA to reconsider its position. These conversations
were memorialized in a letter dated June 3, 2011 from counsel for the Members to counsel for
ASHA, which is attached as Exhibit D.

On June 9, 2011, ASHA sent a letter to counsel for the Members, attached as Exhibit E,
stating that ASHA would make certain, but not all, books and records available for inspection
and copying on June 15, 2011. Specifically, ASHA stated that it would only produce for
inspection portions of records that it considered to be responsive to discovery requests served
during the underlying litigation. In that letter, ASHA also stated that “{w]e advise you that
documents produced for the inspection on June 15 will be redacted prior to your arrival. . . .”
Counsel for the Members sent a response letter, attached as Exhibit ¥, that same day restating
that the Members expected ASHA to comply with KRS § 273.233 and this Court’s Order and to
produce all books and records for inspection on June 15, 2011.

The Members’ inspection team, including counsel and accountants, traveled to ASHA’s
headquarters on June 15, 2011 to inspect “all books and records.” However, ASHA failed to
produce large categories of records for inspection by the Members. For example, ASHA failed
to produce records relating to its most recent three accounting years. ASHA also failed to
produce a copy of a settlement agreement between ASHA and its former Executive Secretary
who resigned during the underlying litigation. Furthermore, many of the documents that were
made available were redacted and produced in a disorganized manner, making review extremely
difficult and time-consuming. That same day, the Members explained to ASHA, in detail, the

deficiencies in ASHA’s production and requested that ASHA produce all of the records for



inspection. In response, a member of ASHA’s Board of Directors who was present for the
production indicated that ASHA had the capability to produce all of the requested documents,
including electronic documents in their native format, within 24 hours. The Members requested
that ASHA produce its records accordingly, and ASHA said it would respond to that request in
the next few days. Unfortunately, ASHA failed to do so.

The Members were forced to send a follow-up letter to ASHA on June 24, 2011 detailing
the numerous deficiencies in ASHA s production and requesting that it complete the production
of records for inspection. A copy of that letter is attached as Exhibit G. ASHA responded by
letters dated June 25 and July 1, 2011, and, once again, argued that the Order does not require
ASHA to produce large categories of records sought by the Members.! Despite the clear
language of KRS § 273.233 and this Court’s Order requiring ASHA to produce all books and
records for inspection by the Members, ASHA continues to withhold records. The June 25 and
July 1, 2011 letters from ASHA are attached, respectively, as Exhibits H and L.

ASHA’s conduct constitutes willful disobedience of the express language and the spirit of
this Court’s Order as well as KRS § 273.233. ASHA has wasted its resources, the resources of
the Members and this Court’s resources by refusing to comply with the statute and the Order.
The Members should not be forced to waste additional resources “negotiating” with ASHA
regarding the records that it is required to produce. The Members request that this Court order
ASHA 1o appear and show cause why it should not be held in contempt by this Court for its

willful disobedience of this Court’s orders.

! A video of a statement by ASHA’s counsel posted on ASHA’s website confirms that, from the beginning

of the dispute between the parties, the Members sought to enforce their rights to inspect “all documents in the
possession of the Association.” http://www.asha.net/stophervid. In response, ASHA filed this lawsuit and asked the
Court to limit the Members’ right to inspect ASHA’s records. However, this Court confirmed that the law requires
ASHA to produce all of its books and records for inspection by its membership, It is disingenuouns for ASHA to
argue now that this Court’s Order does not apply to all documents in the possession of ASHA.




IV. The Court Has The Authority To Hold ASHA In Contempt

“IClourts have inherent power to impose a sanction for a civil contempt to enforce
compliance with their lawful orders.” Crowder v. Rearden, 296 S.W.3d 445, 450 (Ky. App.
2009) (affirming the circuit court’s order of contempt) (citing Blakeman v. Schneider, 864
S.W.2d 903, 906 (Ky. 1993)). ASHA’s conduct is analogous to the conduct of the defendants in
Crook v. Schumann, 167 S.W.2d 836 (Ky. 1943). In Crook, the plaintiffs were stock holders in a
corporation that the defendants purported to control. The plaintiffs served the defendants with a
subpoena duces tecum to produce all stock and minute books of the corporation. The defendants
objected to producing the documents, but the court denied such objections and ordered the
defendants to produce the documents at their depositions. Despite repeated requests for the
documents by the plaintiffs, the defendants refused to produce all of the documents. In
reviewing the trial court’s order holding the defendants and their attorney in contempt of court,
Kentucky’s highest court commented, “We know of scarcely more flagrant contempts of court
than this record displays.” Id at 839. The same is truc here. KRS § 273.233 and this Court’s
Order are crystal clear. ASHA must produce for inspection by its members any and all of its
books and records. ASHA’s willful refusal to produce certain records, and its redaction of
others, are flagrant violations of this Court’s Order. ASHA’s conduct is a continued waste of its
own resources, the time and resources of the Members and the time and resources of this Court.

V. The Members Are Entitled to Damages Due to ASHA’s Violation Of The Order

Where a party refuses to comply with a court’s order, the court may award compensatory
damages or a fine, plus costs and attorney fees, to the injured party. Louisville Metro Dept. of
Corrections v. King, 258 S.W.3d 419, 422 (Ky. App. 2007) (awarding compensatory damages to
the defendant for the plaintiff’s failure to comply with the Court’s orders) (citing White v.

Sullivan, 667 S.W.2d 385, 387 (Ky. App. 1983)). Indeed, “Ta] trial court has inherent power to



punish individuals for contempt and nearly unfettered discretion in issuing contempt citations.”
Crowder, 296 S.W.3d at 450 (citation omitted).

Here, the Members have incurred substantial expenses as a result of ASHA’s unfounded
and deliberate refusal to abide by this Court’s Order requiring production of “any and all books
and records.” Recent Kentucky cases make clear that such costs are recoverable from an
opposing party under a contempt order. For example, in Kenfucky Retirement Systems v. Foster,
No. 2009-CA-001369-MR, 2010 WL 2867920 (Ky. App. July 23, 2010),° the Kentucky
Employees Retirement Systems (“KERS”) failed to comply with a court order requiring it to
permit Barbara Foster to “buy time” toward her retirement. The Court of Appeals affirmed the
circuit court’s order finding KERS in contempt of court. Moreover, the Court of Appeals
affirmed the circuit court’s award of attorneys’ fees incurred not only in bringing the contempt
motion, but also in obtaining the underlying order. The Court of Appeals held that “[i]n the
context of contempt proceedings the circuit court had both the discretion and the inherent legal
authority to impose attorney’s fees against KERS.” Id at *12. Such fees were designed “to
compel KERS to comply with [the court’s] September 19, 2006 order and to compensate Foster
for litigating this matter.” Id. at *10.

Here, the relief requested is well within the confines of this Court’s “nearly unfettered
discretion in issuing contempt citations,” Crowder, 296 S.W.3d at 450 (citation omitted).
ASHA has delayed complying with the law for over two years, and is now avoiding complying
with this Court’s Order. As a non-profit organization, ASHA should not be permitted to
continue to avoid oversight by its membership. This is especially true considering what has

transpired since the Members first requested to inspect ASHA’s financial and management

z The Kentucky Supreme Court denied discretionary review on June 8, 2011, and the case was made final

and slated for publication on June 15, 2011.



records. First, ASHA refused to produce its records for inspection, and it opted to initiate costly
litigation against its own members. Then, ASHA’s Executive Secretary resigned, moved to
California, failed to appear for his scheduled deposition and ultimately entered into a settlement
agreement with ASHA.®> The Members efforts to provide oversight may have led to important
revelations by ASHA, and hopefully improvements, and ASHA’s membership is entitled to
know what happened. ASHA’s conduct can be seen as nothing less than an effort to increase the
costs and burden on the Members in the hope that they will eventually forego their right to
provide oversight of this non-profit organization. The relief requested is squarely designed to
compel ASHA finally to comply with the law and this Court’s Order or face additional sanctions.
The Members request an opportunity to submit an affidavit regarding their expenses incurred in
enforcing KRS § 273.233 and this Court’s Order.

CONCLUSION

For the reasons set forth above, the Members respectfully request an order (1) compelling
ASHA to appear and show cause why it should not be held in contempt, (2) compelling ASHA to
produce for inspection within three days, in their ordinary course of business at its headquarters
located in the Kentucky Horse Park, all books and records requested by the Members and (3)

sanctioning ASHA and awarding costs to the Members.

3 The Members have asked for a copy of the settlement agreement, but ASHA has failed to produce it for

inspection.
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@LED AND ENTERED
FAYETTE CIRCUIT COURT EST, WilldA k. LYNCH, CLERK]
CIVIL BRANCH DEC -2 2010
THIRD DIVISION L
CIVIL ACTION NO. 09-C1-5292 FAYETTE CIRCUIT CLERK
o BY tMEels  BEptry
AMERICAN SADDLEBRED
HORSE ASSOCIATION, INC. PLAINTIFF
\% " OPINION, ORDER AND JUDGMENT
EDWARD R. BENNETT, ET AL DEFENDANTS

| This matter is before the Court on Joint Motions for Summary Judgiment by the Plaintiff,

American Saddlebred Horse Association, Inc, (hereinafter “ASHA™), and the Defendants,

Edward R. Bennet, Carl T. Fischer, Jr., Kyis Knight, Tom Ferrebee, Stnon Fredricks, MD and

Lym W, Via (hercinafter “Defendants” or the “Members”) on ASHA’s Complaint and the

Members® Counter-Claim. Both pasties are seeking Declaratory Relief by way of an adjudication

as to the interpretation of KRS 273.233. The Court has had the benefit of cxcclient Memoranda

of Law from both parties and has considered equally excelient Oral Argumeats on the pending

Motions. The Court has taken the matter under advisement and now renders its Opinion, Order

and Judgment,

TUAL BACKGR RONOLO EVENTS
The ASHA is a non-profit corporation established to promote the Amecrican Saddiebred

‘breed of horse and to promote the American Saddlebred industiy. The Defendants are Members

of the ASHA. By letter dated February 10, 2009, a CPA firm identificd “significant deficiencies™
- in the accounting policies of the ASHA. By letter dated Aprit 20, 2009, the Defendants-

Members requested books and records containing certain information indicating reasons for




concern and articulated reasons supporting their request for information, documents, books and
requests from the ASHA. Therc followed an exchange of correspondence between the partics
and Counsel relative to that request of the Members to ASHA. On June 15, 2009, the ASHA
allowed representatives of the Members to inspect portions of the books and records of the
corporation but refused to permit inspection of other books, records and documents. The ASHA
also refused to allow the representatives of the Members to copy any of the materials produced.
This was followed by another exchange of correspondence between the Members and the ASHA.

On or about July 7, 2009 the ASHA amended its bylaws to identify, with specificity, the
limited categories of documents that it deemed appropriate for inspection by its members. The
Amended Bylaw, effective July 7, 2009, provided in part as follows:

“..[A] member of the Association in good standing may

be pennitted to inspect the articles of incorporation, bylaws,
financial staterments, minutes, the record of executive
compensation, as disclosed on IRS Form 990, and list of the
names and addresses of members of the Association during
regular business hours, upon at least five (5) business days
prior writlen notice of his or her request stating the purpose
of the inspection.”

A limited production of documents transpired on July 29, 2000 which the Members felt
were 1ot responsive (o their request. Copying of the documents produced were limited by the
ASHA. Thereafter, there followed continued correspondence and communications between the
ASHA and the Members and their respective representatives and Counsel, Following any
agreement between the parties as {0 resolution of the dispuie, the ASHA filed this Declaratory

Tudgment which drew the Counter-Claim of the Members also secking Declaratory relief from

the Court,




OPINION AND ANALYSIS OF ISSUE PRESENTED
Both Motions for Summary Judgment and Declaratory Relief center around the statutory
nterpretation of KRS 273.233 which is found in the chapter applicable to *Nonstock, Nonprofit

Corporations and provides:

Each corporation shatl keep correct and complete books

and records of account and shall keep minutes of the
proceedings of its members, board of directors and commitices
having any of the authority of the board of directors: and

shall keep at its registered office or principle office in this
state a record of the names and addresses of its members
entitted {o vote. All books and records of a corporation may
be inspected by any member, or his agent of attorney, for any
proper purposc at any reasonable time.!

That amendment to KRS 273.233 was effective July 15, 2010.

The ASHA argues that the first and second sentences of the 2009 language of KRS
273.233 be read together. Reading them together, argues the ASHA, the reference to “books and
records” it the second sentence refers back to the classes of documents enurnerated in the {irst
sentence. Thus, argues the ASHA, “books and records” actually means “books and records of
account” (i.e., accounting and financial records, minutes, and the membership list) but does not
include every document or piece of paper in ASHA's possession.

On the other hand, the Members argue that the first sentence of the staute identifies

records that non-profit corporations are required to maintain whereas the second sentence of the

statute provides (o the members of a non-profit corporation a right to inspect “all books and

"This was the language of the statute in 2009 when this dispute arose. The statute has
been amended by the 2010 General Assembly to explicitly provide that the books and records
inspected by a member may be copied by said member, The amendment in 2010 also expressly
provided that the member’s right of inspection shall not be abolished or limited by the
corporation’s articles of incorporation or bylaws.

3-




iecords,” These are separate and distinet duties, responsibilitics and rigits mandated by the
legislature as to both the non-profit corporation and its Members say ﬁm Members.

1t is axiomatic and well-séttlcd law that in the interpretation of a statute, the Court must
give effect to its plain and ordinary meaning as derived from the language chosen by the General
Assembly. The ASHA argues that general terms in a statute associated with specific terms
should be construed as being liinited to the specific terms and meaning. Steinfeld v Jefferson
County Fiscal Coirt, 229 S.W.2d 319 (Ky. 1950). Also, argues the ASHA, a general rule of
statutory construction is that envmeration of particular items excludes other items which are not
specifically mentioned. Board af'Educarion af Rockcasile County v Kirby, 926 S.W.2d 455 (Ky.
1996). On the other hand, the Members argue that statutes granting the right of inspection nust
be construed liberally. 88 ALR 3,(1 663 § 2{a] and cases cited at footnote 28 of the Members’
Memorandum, Further, argues the Members, “books and records” should be given a broad
construction so as to extend to all records, contracts, paper and correspondence to which the
common law right of inspection of a stock holder might properly apply. 18 A. Am.Jur. 2d
Corporations § 330 and cases cited at footnotes 29 and 30 of the Members’ Memorandumn.

Taking all of these statutory construction principles to heart and looking at the “four
corners” of the statutory language applicable in 2009 as set out above, this Cont is of the
Opinion and Judgment that the General Assembly “said what it meant and meant what it said.”
Looking at the plain and ordinary everyday ianguage of the referenced statute, it appears o this
Court that there ave separate and distinet rights, responsibilities and duties of first, the non-profit
cotporation, and secondly, its members.

If, the General Assembly meant that only the “books and records™ set ont in the first

4.




sentence of the statute ;:ould be inspected by any member, the legislative branch could have
certainly worded the second sentence of the statute accordingly. It would not take a
Constitutional lawyer to draft language to that effect had the legislature intended to limit the
inspection rights of the members of a non-profit corporation to just the enumerated itemns found
in the first sentence of the statute. By way of example only and not meant as an intrusion into the
legislative purgative or discretion, if the legislature had intended for the members of a non-profit
corporation to only be able to inspect the enumerated items in the first sentence of the statute, it
could have spelled out in (he second sentence something like:

All such books and records of a corporation specifically set out

and enumerated in the first senfence of this statue may be

inspected by any member, or his agent or attorney, for any proper

purpose at any reasonable time,

This s but one example imagined by this Court that would have expressly limited the
right of inspection of a member of a non-profit corporation as is argued by the ASHA. Clearly,
the legislature did not include an}; such language or any other language to that affect in the statute
effective in 2009. Rather, and significantly to this Court, the tegislative language set out that:

All books and records of a corporation may be inspected by
any membet, or his agent or attorney, for any proper putpose
at any reasonable time. (emphasis added)

In the Court’s mind, had the legistature intended to limit the rights of inspection of a
member of a non-profit corporation to only the enumerated ilems set out in the first sentence of
the statute as argued by the ASHA, it could have certainly done so as suggested by the Court in

the language above or similar language. On the other hand, the fact that the legisiature did not

include that language and rather included the all-inclusive deseription of “all books and




records” is a clear indication to this Court that it was the intent of the legislaturc to do exactly
what the language of the statute, in its plain and ordinary every day meaning, expressly set forth,
Le., that “All books and records of a corporation may be inspected by any member, or his agent
or attorney, for any proper purpose at any reasonable time.” (emphasis added)

While there is no Kentucky case interpreting this statute, sister states support this Court’s
interpretation of a similar statute interpreting the scope of the inspection rights granted to
members of a non-profit corporation. South Dakota law is identical to the language of this
Kentucky statute. In 2004, the Supreme Coust of South Dakota held that “as a long as a member
has slated a proper purpose, which is presumed, the member may inspect all books and records
necessary to make an inteltigent and searching investigation” Lang v W.Providers Physician
Org., 688 N.W. 2d 403, 407 - 08 (S.D. 2004) (citing Patel v Hllinois State Medical Society, 698
N.E. 2d 588 (Ili. App. Ct. 1998),

The THinois statute on the right of inspection differs ony in that the right to inspection is
afforded to only those members entitled to vote. The Appellate Court of Iifinois held in Patel v
Iilinois State Medical Society, suj)ra as follows:

The right to examine records may even extend to records for
which a proper purpose has not been directly shown, so long

as one has been shown for some records: “the sharcholder is

not required to establish a proper purpose for each record he
requests. Once that purpose has been established, the
sharehiolder’s right to inspect extends to all books and records
necessary to make an intelligent and searching investigation and
from which he can derive any information that will enable him to
better protect his interest.”

Further, this Court does adopt the argument that inspection stahutes are to be construed

liberally, While this is not an “Open Records” case, the same general principle is applicable that

-6




the right of a member of the general public or, in the case at bar, the right of a member of & non-
profit corporation, should be inclusive as to the material sought and should be construed liberally
in favor of inspection. See also Bill Reno, Inc. v Rocky Mountain Ford Dealer’s Advertising
Association, 378 P2d 206 (Colo, 1963, Saio v McKesson HBOC, Inc., 806 A.2d 113 (Del.
2002). Simply put, members of either a for-profit corporation or a non-profit corporation are
entitled to information relative fo the business activities conducted by the corporation. This
Court feels that the requested items enumerated by the Members in the case at bar fit squarcly
within that principle allld parameters.

The 2010 Amendment to KRS 273.233 affects two issues in this case. There was sonic
dispute about whether or not the “right to inspect” inciuded oniy the opportunity to review
certain documents or whether the “right to inspect” also included the right to copy the
documents. The legislature has now set forth explicitly in the 2010 Amendment that not only
may alt books and records of a non—profit corporation be inspected by any member but that the
said documents may also be copied bj the member. Further, the July 2009 Amendment to the
Bylaws attempting to limit the right of inspection to only certain documents or items has been
negated by the last sentence of the 2010 Amendment to the statute. This Court holds and
determines that the Bylaw Amcn(‘lment of the ASHA is invalid and carries no force or affect as it
is in direct violation of the statute, as amended.

- ACCORDINGLY, it is the Opinion, Order and Judgment of this Court that the
Defendants’ Members set out above are entitled Lo inspect and copy any and alt books and
records of the ASHA and make copies thereof at a reasonable expense pursuant to their

enumerated written request previously submitted. This right of inspection and copying is not

.




limited to the enumerated items sét out in the first sentence of KRS 273.233 but shall include
each and every item, document or record of any description responsive to the written requests of
the Members. The purported 2009 Bylaw Amendment of the ASHA is ruled to be irvalid and
unenforceable in this regard.

IT IS THEREFORE ORDERED AND ADJ UDGED that the Plaintiff’s Motion for
Summary Judgment is.OVERRULED and the Defendants-Members® Motion for Summary
Judgment is GRANTED pursuant to this Opinion, Order and J udgment.

Dated lhi&Z@ day of November, 2010,

oy e

/HON. JAMES D, ISHMAEL, JR.
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June 2, 2011

BY ELECTRONIC MAIL
istrecpeyi@bise-laty.com

Jefferson K. Streepey

‘Boehl, Stopher & Graves LLP

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

American Saddlebred Horse Association, Ine.

Dear Jeff:

I am writing to. you on behalf of the following membiers of The American Saddlebred
Horse Association; Inc. ("ASHA™); BEdward R. Bennett, Simon Fredricks, MD, Lynn Via; Tom
Ferrebee; Kris Knight and Carl T, Fischer (“Members”), The Members are concemed about the
declining popularity of the Ametican Saddlebred horse in recent years, Since 2003, there has
beén 2 steady decrease in the total number of registered Saddlebreéd hoises, The eroson of
-popuiat ity of our breed i is further evidenced by ste:adﬂy declining attendance over the past decade
at the World’s Championship, ourindustry’s signature event.

As you know, one of the primary puiposes -of the ASHA is.{o stimulate and promote
interest in the industry with respect to the breeding and exhibiting of the American ‘Saddlebred.
The ASHA has an annual budget of approximately $2. million to further. its mission. However,
by letter dated February 10, 2009, an accouiifing fir identified “significant deficiencies™ in the
dccounting policies of the ASHA. The Membiers are congerried about the management of the
ASHA, including the oversight of its finances and oftier assets. To protect their inferests in the
ASHA, and the Saddlebred industry; the Members, pursuant fo KRS § 273233, request to
inspect all of the books and records of the ASHA. necessary {o perform a mmplete teview and
audit of the ASHA’s finances, assets and :management. As you are awate, the Fayette Circuit
Court issued an order stating that the Meimbers “ave entitled 1o inspect dnd ‘copy any and all
books-and records of the ASHA and make copies thereof'at 2 reasonable expense . . . .”

‘We propose to begin our lnspecilon and copying of ASHA’s records on Tuesday, June
14, 2011 beginning at 9:00 am, in ASHA’s offices located at 4093 Iron. Works Parkway,

LEXINGTON * Louisviiie 4 Frakgerort 4+ HENDERSON




Jefferson K. Streepey
June 2, 2011
Page 2

Lexington; KY 40511, If that date and {ime is not cohivenient for the ASHA, please provide an
alternate day and time that we may begin our inspection that same week. Please contaci me at
-your earliest convenience fo discuss the logistics of our mspectmn so that we may proeeed.in an
efficient and effective manner and minimize any incoivenience to the ASHA,

Stephen A. Houston

730985.1
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Tine 3,201 1

BY ELECTRONIC MAIL
. mia nsondibe p-law.com

Jetf'W. Adamsen; Esq.

Boehl, Stopher & Graves LLP
400 West Matket Stieet, Suite 2300
Loulsville, Kentucky 40202-3354

American Saddlebred Horse Association, fnc.

Dear feff:

By Orders dated December 2, 2010 and January 6,.2011, the Fayette Cirevit Court
ruled that, because ASHA is a.non-profit corporation, its. mem’bers are entitled to inspect
“any and all books and records of the ASHA ... .~ (hermnafter the “Jidgment”). ASHA
appealed the Judgment to the Court of Appeais A;f IA also maoved the Fayette Cirouit
Court to enter-a siay preventing the Menibers from inspecting srecords pending the
completion. of the appeal. The Couwst deried ASHA’s _;je;ques,. ASHA then moved, the
Court of Appeals to prevent the: Mesmbers from. inspecting -ASHA's records pending the:
completion of the #ppeal. On May 18, 2011, a panel of three appellate judges denied
ASHA’s request. The deadline for ASHA. to seek extraordisiary relief in the Kentucky
Supreme Court has now expired. Accordingly, the Members are entitled to inspect any
atid all of ASHA’s books and records including, without limitation, all finaneial records.

By letter dated June 2, 2011, the Members requested to: begin their inspection of
ASHA’g records 'on June 14, 2011 at ASHA s headquarters in Lexington. "That same day,:
yoii telephoned me about this jssue. You stated that ASHA’s board of directors (“Board”)
ingtrueted you to inform me that ASHA is.in the process: of copying a Iarge nambet 6f
boxes of r&:mrdq that it belxevea* thr»: Members have asked to 1n3pei:t You mformed me that

contmue tcs mthheid You stated that ASHA wnuid expect the Members to pay f0r all of
the. copies.. In response; I explained to you that the Members are entitled to inspect all of
ASHAs records and selest the records they wish to copy. Talsetold you that the proposal
you telayed to me does not. satisfy ASHA®s obligationy under the law and ‘the, Judgndenit.
At that time; you said that the Menibers would not be allowed fo inspect the records at the
headquarters of ASHA because it would be too burdensome and disruptive to ASHA™s

LEXINGTON 4 Louisviiie # FrankFopt 4 HENDERSON
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operation. You concluded by stating that you would confer with your client and call e
back later that same day.

on your end. You said that ycm had spoken W1th “Paula,” and that she had auth(mzed you
Lo make a. new offer to the Members. Specifically, you informed me that & portion of
ASHA’s records would be shiipped to Louisville for inspection by the:Members. You said
that the Members could inspect those records, ds compiled by ASHA, and identify which,

if any; the Members wished to copy. Further, you dictated fhat the Members would tot be
allowed to make-follow up requests for records that were 1ot produced for msl}ecttom by
ASHA. As 1 told you that day, neither the law nor the Judgment limits the. inspection
nghts ot the Members n thaj: fashlon At tha1 pmnt the dlscusmon ended becaus}e you had

2 30 to dmcuss ﬂllS dlspute

Upon further reflection, thers i no need for a mieting. A meeting will only waste
time: and money. As stated in my letter to Me. Streepey dated June 2, 2011, the Members
are prepared (o begin their inspection of ASHA®s records on June 14, 2011 at ASHA™
hiegdguarters in Lexington. Please eobfirm, in writing; that ASHA will comply with the
law and the Judgment and aliow the mspectlon to move forvward on that date and at

ASHA s headquarters. If the date we propose isnat cofivenient, please propose other dates
that same week:.

Sincerely;

7323961
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JEFFERSON K. STREEPEY
PARTNER

EXTENSION 234
JSTREEPEY@BSC-LAW.COM

June 9, 2011

M. Stephen A. Houston

STOLL KEENON OGDEN, PLLC
2000 PNC Plaza

500 West Jefferson Street
Louisville, KY 40202-2828

Re:  American Saddlebred Horse Association, Inc, v. Edward R. Bennett, et al.

Dear Stephen:

We are in receipt of your letters dated June 2, 2011 and June 3, 2011. Pursuant to the
Fayette Circuit Court Opinion, Order and Judgment of December 2, 2010, and the Final
Judgment entered on January 6, 2011, we invite your clients to inspect the books and records that
arc responsive to the enumerated written discovery requests you previously submitted in this
litigation and make copies thereof at the offices of the American Saddlebred Horse Association,
4083 Iron Works Parkway, Lexington, XY 40511, on June 15, 2011, commencing at 10:00 a.m.
If this date is not convenient, please advise as soon as possible. Also, please advise who will be
accompanying you to the document inspection no later than June 13, 2011, so that we may make
appropriate arrangements.

We advise you that documents produced for the inspection on June 15 will be redacted
prior to your arrival to prevent disclosure of attorney-client and work-product privileged
information, personal identifying information, and bank account information protected under the
rufes of civil procedure and other applicable law.

We further advise you that any copies made of ASHA’s documents and taken from
ASHA’s corporate offices on June 15 must be held with strict confidence and shall not be
disclosed to any person not a party to this litigation on the grounds that these documents remain
subject to an ongoing appeal. ASHA reserves its right to seek any and all relief available to the
association and its membership if ASHA is harmed by any unauthorized disclosures and the trial
court’s judgment is ultimately reversed on appeal.

TELEPHONE: 859-252-6721 ! TELEPHONE: 270-442-4369

FACSIMILL: 852-253-445 FACSTMILE: 270-442-4589

A44 WEST SECOND STREET 410 BROADWAY i 137 MAIN STREET, SUITE 200 % ELSBY EAST - SUITE 204, 400 PEARLSTREET
LEXINGTON, KENTUCKY 40507-1040 PADUCAH, KENTUCKY 42001 5 PIKEVILLE, KENTUCKY <4502 E NEW ALBANY, INDIANA 47150
g TELEPHONE: 606-432-9670 ; TELEPHONE: 812-948-5053
H i

FACSIMILE: 606-A32-9680 FACSIMILE: 82-048-5233
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Sincerely,

JKS:mfk
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June 9, 2011

BY ELECTRONIC MAIL.
istreepeyiibsp-lavw.com

Jefferson K. Streepey

Boehl, Stopher & Graves LLP

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

Amecrican Saddlebred Horse Agsociation, Ine, v. Edwaid R. Bennett, et al.

Dear Jeff:

_(_“ASHA_”) .books and _l_ﬁQOldﬁ_ on J_une 15 _2011_ _ Wc an.t,lczpqte that our ._mspectmn_ team _wil_{
tiichude five or fewer persons, and. we will provide.a more precise oumber on or befure the close
of business June 13,2011,

Your letter to me dated June 9, 2011 purports to place improper restiictions on our
inspection of ASHA’s books and records, The law and the Fayette Circuit Court’s judgment
make it clear that all members of ASHA tay inspeet and copy any aud all books and recoids of
the nm]~p10ﬁt corporation.  Accoidingly, our 1115pectmn will not be limited to the records
responsive to-our wri{ten requests submitted fo the \ nearly two years ago. For example, in
addition lo other records, we expect to be pemuftn to inspect and copy all financial records,
tepotts, contracts and other agreements created -since this dispute began, Further, the Fayette
Cireuit Court rejected ASHA’s argument that it shonld beallowed to withhold or redact records.

~ 'Wehope that ASHA will comply with the law and not attenipt to-impose restrictions that
violate the express language and the spirit of the judgment entered by the Fayette Citcuit Couitt.

Sincerely,

.‘phfn_ A. Houston

J39370.1 LEsenaTon # Lowisvine + FrankFoRT * Henperson




EXHIBIT G



STOLL-KEENON:-OGDEN

PLLC

2006 PNC PLAZA STEPHEN A, HOUSTON
N WERY IEFEERSDN STRERT Dieer Diac: (502) 368-5768
‘ Ky 402022428 BiggeT Fax: (30237333-6099.
Mane: (502) 333-6000 stephen hostongisko s, eim
FAN: {302)333:6099 T
wivivskotim.eoin

June 24,2011

BY ELECTRONIC MAITL
jadamsondtbsg-law com

Jeff W. Adamson, Bsq.

Boehl, Stapher & Graves LLP

400 West Market Stieet, Suite: 2300
Louisville, Kentucky 40202-3354

American Saddlebred Hoxse Association, Juc. v. Edward R. Bennett, et al,

Drear Jeff:

The Fayette Circuit Court issusd an order stating that American Saddlebred Horse
Assoctation, Inc. (“ASHA”) members “ate entitled to inspect-any and all books and records of
the ASHA and make copies thercof al a reasonable: expense. « . /" By letter dated June 2, 2011,
we wrote to you on behall of ASHA members Edward R. Benpett, Simon Fredricks, MD, Lynn
Via, Tom Ferrchee, Kris Knight and Carl T, Fischer (“Members™). "We requested ant opportiuity
to inspect all of the books and records of the ASHA necessiry to perfori a complete review and
audit of the. ASHA’s finances, assets and management. ASHA agreed to allow the Members’
ingpection of ASHA's records to begin on June 18, 2011.

We appeared al ASHA’s offices in Lexington, as agreed, on June 15,2011, for the
inspection of records, Youw advised us that ASHA had decided, wnilaterally, to withhold large
categories of records, and that ASHA would not beproducing records in thejrnative format. For
example, ASHA withheld all records relating to ABHA"s fwo most tecent accounting years. The
Fayette Circuit Court’s judgment does not authorize ASHA to withhold those records from
inspection by ‘its mentbers, ASHA also failed to produce all of the recoids relating to the
accounting years that ASIIA purported to produce: By way of exaniple only, below is-a list of
specific deficiencies in ASHA's production based upon the limited access io records that ASHA
provided to.us on June 15. '

1. Portions of the records were redacted to hide salary and ether payment
information.

2. The financial records failed to include all payroll reports.

LEXINGTON 4 LoUlsviete ¥ FRANKFORT # HERDERSON
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10,

L.

12,

13.

14,

15.

ASHA failed to produce tepotis or “packets” provided. to board members on a
routing basts.

The joumal entries were disorganized and failed fo jnclude supporting
documentation in inany instances: If there is no supporting docuinentation, please
et us kinow,

ASHA fuiled to produce all correspondence, reports, board comniunications and.
records teflecting agreements or payments telating to the tetmination of Alan
Baleh's employment with the ASHA. You stated that ASHA may fake the
position. that those records reflect a confidential agréement betwsen the ASHA.
and ‘Mr, Baleh, You also said ASHA may decide that it will niot produce those
tecords for inspection. That position would not be consistent with the fasv. Please
advise us immediately of ASIA’s position.

ASHA failed to produce.all.of its electranic mait sought for inspection.
ASHA failed to produce:attachments to electronie mail,

ASHA failed to produce the terms of Paula Johnson's employment and any
commugpications or other agreements relating to Ms. Jolinson’s hiving and
employment witli the ASHA.

ASHA failed to produce a copy of aity Teport or communication from any
consulting agency régarding potential candidates, including Paula JTolmsown, for
employment at ASHA as Execulive Director or Executive Secretary.

ASHA failed to produce reports and communications regarding potential
violations-of ASHA and USEF rules by ASHA board members and employees.

ASHA failed to produce records indicating any financial or business relationship
between ASHA employees and ASHA board members, executive: committee
members, officers or theie families.

ASHA failed to produce the suidit report for ASHA for ité 2010 accouniting year,

ASHA failed to produce the audit report for the American Saddlebred Registry for
its 2010 sccounting year.

ASHA failed to produce the gencral ledgers, journal entries and supparting
docuhientation for its two most recent accounting years.

ASHA fiiiled to produce communications of board members; officers and
emiployees during ASHA's two most recent accounting years.
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16.  ASHA failed to produce records iiidicating the amount spent by ASHA relating to
the litigation ASHA initiated in Fayette Clicuit Court styled American Saddlebred
Horse Agsociation, dnc. v. Edward R. Bennétt, et al., case number 09-C1-05292
‘and ASHA’s appeal of the decision rendered by the Fayette Circuit Cout.

When we:discussed with you ASHA’s failure to produce all of the records for inspection
on June 15, it becare apparent that ASHA, had the ability to produce a complete set of most of
the records in their native electronic format. Speeifically; ASHA has the ability to produce its
accountmg infosmation and electionic matl $u their Hative formats. Pwducmg thos¢ Fecords in
native format would result in Substantial savings of tie and money for ASHA and the Mémbers.
Mr, Carl Holden, the representative of ASHA’s board of directors who attended thie document
production on June 1§, confirmed that ASHA could pwduce those categories of records in their
native format on cothpact disks as seon as the next morning, However, you stated that you
would seed to obtain avthorization from others before ASHA would agree 6 produce its records
in native format. We have not beard. from you since that time, Please Tet s kiiow if ASHA will
produce those records i theis native format,

Mr; Haolden also confirmed with ASHA employees on June 15, 2011 that ASHA could
provide. all of the records sought by the Members in twentysfowr hours or less. 1t ASHA
produces all of the recovds deseribed above, and. in their native format as outlined by Mr.
Holden, the Members” may have few, if any, follow up requests of ASHA. Please tet us know
immiediately if ASHA will comply with the law, and the Fayetie Cirduit Court’s judgment, and
produce alt of the records sought for inspection by the Members,

Sincerely,

Stephen A. Houston
ee:  Jefferson K. Streepey; Esq.

737041
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JEFE W. ADAMSON
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June 25, 2011

VIA ELECTRONIC MAIL AND U.S, MAIL

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

500 West Jefferson Street
Louisville, KY 40202

Stephen.Houston@skofirm.com

Re:  American Saddlebred Horse Association, Inc. v. Edward R. Bennett, et al.

Dear Stephen:

We appreciate the opportunity to meet with you and party representative of the Appellee
Members, Edward R, Bennett, during the document inspection on June 15,2011, As a follow up
to our late affernoon meeting on June 15, you made several supplemental and additional
document requests for “financial records.” We mutually agreed that ASHA would outline these
requests as we understand them and to advise of ASHA’s position on responding to each and
every one in a subsequent letter. ASHA representatives and counsel have worked diligently over
the last weck to honor this agreement as is clearly evident from the enumerated response to each
of your requests below,

We further understood you and your representatives were not able to review all of the
ASHA documents provided for inspection and copied for your convenience on June 15. We
agreed to make the documents previously produced available for a continued inspection at
ASHA’s corporate offices npon a mutually agreeable date and time.

K3/ MADR STREET . SUITE 200
PIREVILLE KENTUCKY A1502

ELSBY LASY - Sii TF 20ch, 00 PEARL STREET
NEW ALBANY. INDIARA 750

31 WEST SECOND STREET ' 10 BROADWAY
LEXINGTON, KENTUCKY 4050 7-1040 PADUCAH. RENTUCKY 4200t

TELEPHONE; 859-25267H TELEPHONE: 270-442-4360 TELEFHONE: G0G-432:9670 i TELEPHONE: 812.948-5033
FACSEMILE: 858253 k45 H FACSINILE: 27¢0-112-463% FACSIMILE: 806--1129680 { FACSIMILE: 812-9:48-9233
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We are now in receipt of your correspondence received yesterday, June 24, 2011, which
frankly is unexpected and grossly misrepresents the discussion we had at the June 15 meeting,
This letter under your signature contains numerous misstatements and errors of fact and
purposely omits any reference to the mutual understanding we reached at the end of the day on
June 15. Your letter is written to inflame the matter rather than to further the Appellee
Members’ stated purpose for their inspection of ASHA’s books and records. ASHA will address
-and correct each of these errors and omissions directly in a subsequent letter to you early next
week.

With regard to the response below, we have categorized your requests made in the late
afternoon of the June 15 documeni inspection as either a “supplemental” or an “additional”
request. A “supplemental request” is otie which derives from the previously enumerated requests
served upon ASHA in the pending litigation and ordered produced under the Opinion, Order and
Judgment of the Fayette Circuit Court entered on December 2, 2010 or the Court’s Final
Judgment and Order of January 6, 2011 (*Fayette Circuit Court orders™. An *additional
requesi” is a request that was never made in the pending litigation and is therefore outside the
scope and relevant time period of the Fayette Circuit Court orders. ASHA will consider
additional requests for books and records only upon a written demand which states with
particularity the documents sought to be examined and a proper purpose for each request
pursuant to KRS §273.233,

1. A copy of the most current independent audit of ASHA.

ASHA has in the past made available to its members the most current audited financials
either by publication in its magazine or by placing the information on its website. Consistent
with its past practice, ASHA will again publish its financials audited by Dean, Doiton, Allen,
Ford, PLLC.

In response to the request herein, we are enclosing the Audit Report and related Financial
Statements of ASHA for the years ended Dec. 31, 2010 and 2009 as Exhibit (“Ex.”) A, bates-
labeled ASHA 024049-024065, to this correspondence. Please note with particular attention the
“Independent Auditors Report” as prepared by Dean, Dorton, Allen, Ford, PLLC. Dean, Dorton,
Allen, Ford, PLLC began auditing the financial resulis of ASHA in 2010. ASHA changed audit
firms last year in conformity with the generally accepted practice of rotating auditors on a
periodic basis. Dean, Dorton, Allen, Ford, PLLC is a significantly larger audit fitm than
previously used by ASHA, with offices in Lexington and Louisville, and has several horse-
related and nonprofit organizations as audit clients.

We also call your attention to the specific language in the “Independent Auditor’s
Report” section of the audit. The report states that “[oJur responsibility is to express an opinion
on these financial statements based on our audit.” The report further states:
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We conducted our audit in accordance with auditing standards
generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are
free of material misstatement.... We believe that our audit provides
a reasonable basis for our opinion. ‘

The report concludes with “[ijn our opinion, the financial statements referred to above
present fairly, in all material respects, the financial position of American Saddlebred Horse
Association, Inc. as of December 31, 2010 and the results of its operation and its cash flows for
the year then ended in conformity with accounting principles generally accepted in the United
States of America.”

We believe the Audit Report and related “unqualified opinion” by the independent
auditors helps confirm for the entire membership of ASHA that the association is managed
properly and addresses the “oversight questions” put forth by the Appellee Members as the stated
purpose for their document inspection.

2. A_copy of minutes from the ASHA Board of Directors meetings from
January 1, 2006 to the present.

Copies of minutes from the ASHA Board of Directors meetings are available to all
ASHA memberss in downloadable and printable format from ASHA’s website, www.asha.net,
and are equally available to the Appellee Members. ASHA stands ready to assist the Appellee
Members if they encounter any problems obtaining these records on their own,

3. E-mail correspondence between the former ASHA Executive Director,
Alan Balch, and members of the ASHA Executive Committee.

ASHA produced these records at the June 15 inspection. ASHA will conduct a second
search of Mr, Balch’s e-mails to the best of its ability in order to confirm all such documents
have been produced. If any additional e~mail correspondence is discovered, ASHA will make
copies available at the continued inspection,

4. Any employment contracts with the current ASHA employees and
staff.

ASHA will provide copies of such employment contracts, if any, for the relevant time
period at the agreed upon date and time for the continued inspection.
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5. Attachments to the e-mails reflecting, regarding and relating to

correspondence among members of the ASHA executive committee between

January 1, 2606 and today.

ASHA will conduct a search for the attachments to e-mails previously produced at the
June 15 document inspection and will make them available for the continued inspection at
ASHA'’s corporate offices upon a date and time mutually agreed upon by the parties.

6. An electronic download of the ASHA “financial records” from
January 1, 20{(6 io present.

Members of ASHA’s financial management and technology staff spent two full business
days atiempting to comply with this request. Upon review of the downloaded files, however,
ASHA must object to the production of all financial records in this “native” format for numerous
reasons. First, it is ultimately more costly and cumbersome to redact personal identifying data,
such as social security numbers, and bank account numbers during the process of generating the
data in this format than it is to print the documents from the system and perform the redactions
manually.

Second, the downloaded file or files will not contain many of the supporting
documentation, e.g., invoices, cancelled checks, and the like, that the Appellee Members have
been requesting. Thus, the statement in your June 24, 2011, letter that “[i}f ASHA produces all
of the records in their native format...the Members’ may have few, if any, follow up requests of
ASHA” cannot be relied upon. ASHA will ultimately be faced with yet more demands from vou
and your clients for additional records to support the data provided in the “native” format.

Third, ASHA is obligated to produce books and records that are true and accurate
copies of the original documents. ASHA cannot ensure the ongoing integrity of the data after it
is produced in this format. ASHA will produce financial records in hard copy format in
compliance with the Fayette Circuit Court orders and pursuant to a member’s written request
supported by a proper purpose, but ASHA simply cannot produce books and records in a format
that is not secure.

Lastly, with respect to producing downloaded financial data from January 1, 2008 to
present, this request constitutes an “additional request” not contemplated under the Fayette
Circuit Court orders. The Fayette Circuit Court order of December 2, 2010, provides that the
Appellee Members “are entitled to inspect and copy any and all books and records of the ASHA
and make copies thereof at a reasonable expense pursuant {o their enumerated written request
(sic) previously submitted.” See Opimion, Order and Judgment, entered December 2, 2010, at
page 7. Your clients’ request for financial data from January 1, 2008 to present in its native
format was not included in the “enumerated written request (sic) previously submitted.”
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ASHA personnel and members of the Board of Directors have spent countless hours
preparing to meet the requests of the Appellee Members at the document inspections held prior
to this litigation and on June 15, 2011. All financial records from years 2006 and 2007 were
reviewed, redacted and produced in hard copy at the June 15 inspection as requested by the
Appellee Members in the pending litigation and pursuant to the Fayette Circuit Court orders.
Please understand your request for the same data in yet another format, as well as your additional
request for years 2008 to present outlined above, requires ASHA 1o take more time away from
serving the entire ASHA membership and preparing for the most important showcase for the
Saddlebred breed, the 2011 World Championship Horse Show, August 21 through 27, 2011.

Accordingly, so as not to be taken further away from its charitable and educational
purpose, ASHA must now inquire on behalf of its entire membership whether the Appelice
Members have been provided enough financial data and other records to confirm the association
is being operated in a manner consistent with ifs educational and charitable purpose.
Specifically, ASHA requests that the Appellee Members set forth a proper puxpose for this
additional request for three more years worth of data for which the most current 2010 audited
financials have been provided and to explain why the two years of data, from 2006 to 2007,
already provided does not aliow the Appellee Members enough information to confirm that
ASHA is managed properly. KRS §273.233; See also, Nozik v. Mentor Lagoons Yacht Club,
678 NLE.2d 948 (Ohio Ct. App. 1996) (member of a non-profit corporation did not meet the
prerequisite requiring the non-profit corporation to turn over the book and records of the club);
Towle v. Robinson Springs Corporation, 719 A.2d 880 (Vi. 1998) (the Court held under a statute
containing a proper purpose provision that a purpose based upon claims of mismanagement must
be supported by evidence and cannot be used as a means of harassment).

7. “Payroll reports” from January 1, 2006 fo present,

ASHA attempted to comply with the Appellee Members® requests and the Fayette Circuit
Court orders by providing annual payroll records by individual for the years in question. The
Appellee Members now request bi-weekly payroll records, time cards and tracking of vacation
and other time of all ASHA employees. This is a supplemental request that will take ASHA staff
substantial time to assemble. Nevertheless, in an effort to comply with the Fayette Circuit Court
orders and to accommodate the Appellee Members’ request for “financial records,” ASHA will
provide such “payroll reports™ at an agreed upon date and time for the continued inspection,

With regard to “payroll reports” from January 1, 2008 to present, ASHA requests that the
Appellee Members set forth a proper purpose as mandated under KRS §273.233 to warrant
taking ASHA and its employees away from the association’s charitable and educational purpose
to comply with this additional request. '
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8. Emplovee atfendance and vacation records of the ASHA employees.

ASHA will produce copies of employee attendance and vacation records “pursuant to
[the] enumerated written request (sic) previously submitted.” ASHA objects to this request
generaily on the grounds that it is not limited in time or scope. Accordingly, to the extent the
Appellee Members® request for employee attendance and vacation records exceeds the scope and
relevant time period of the Fayette Circuit Court orders, ASHA requests that the Appelice
Members set forth a proper purpose, as mandated by KRS §273.233.

9, ASHA “fingncial records” from January 1, 2008 through January 1,
2011,

The Appellee Members’ request for “financial records” from January 1, 2008 through
January 1, 2011, are additional requests not contemplated under the Fayette Circuit Court orders
to produce ASHA books and records “pursuant to {the] enumerated written request[s previously
submitted.” Accordingly, ASHA requests that the Appellee Members set forth a proper
purpose for the additional request for all “financial records” from January 1, 2008 through
January 1, 2011, as required under KRS §273.233.

10. “Board packefs” provided to the Directors of ASHA prior to meetings of
the ASHA Board of Directors from January 1, 2006 to present.

ASHA will produce portions of the ASHA “Board packets” from January 1, 2006 to
January 1, 2008, which contain information not previously provided under the auspices of other
requests. ASHA considers this to be a supplemental request and it will be met at the agreed upon
dafe and time for the continued inspection,

With regard to “Board packets” distributed prior to meetings of the ASHA Board of
Directors from January 1, 2008 to present, this request constitutes an additional request not
contemplated under Fayette Circuit Court orders. Your clients’ request for “Board packets”
distributed prior to meetings of the ASHA Board of Directors from Januwary 1, 2008 to present
was not impliedly or expressly included in the “enumerated written request (sic) previously
submitted.”

Again, in order to allow ASHA, its Board of Directors and personnel to focus on its
charitable and educational purpose, ASHA must inquire on behalf of its entire membership
whether the Appellee Members have been provided enough financial data and other records,
including the most current independent audit, to determine if the association is being operated in
a manner consistent with its educational and charitable purpose. Please set forth a proper
purpose for the additional request for “Board packets” distributed prior to meetings of the Board
of Directors from January 1, 2008 to present as required under KRS §273.233.
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11.  All agreements between ASHA and its employees which permit the employee

to work cutside the Asseciation,

ASHA will provide the employment contracts, if any, at an agreed upon date and time for
the continued inspection. For your convenience, attached as Ex. B, bates-labeled ASHA024046-
024048, is a copy of the contract between ASHA and USA Equestrian Trust, Inc., (the “Trust™),
wherein the Trust agreed to reimburse ASHA for a shared staffperson and for use of shared
office space, equipment, supplies and materials.

12, A copy of the resignation of former Executive Director of ASHA, Alan

Balch, and any Seftlement Agreement reached with him after his resigpation.

These documents are outside the scope of the Fayette Circuit Court orders and are the
subject of an additional request for which the Appellee Members must state a proper purpose
ander KRS §273.233.

13. A copy of e-mail correspondence regarding the “Mother Mary”
fransfer and any e-mail correspondence confaining allegations of wrongdoing

by members of the ASHA Board of Directors, including potential violations
of ASHA and USEF rules by ASHA board ard membhers and employees.

ASHA produced e-mail communications exchanged between and among members of the
ASHA Board of Directors at the June 15 document inspection. To the extent this request is
seeking disclosure of the same documents again, ASHA objects on the grounds that any such
response would be duplicative, cumulative and unduly burdensome on ASHA and its
membership. With regard to any allegation of wrongdoing by members of the ASHA’s Board of
Directors, ASHA encourages the Appellee Members to review the sworn testlmony of Ms,
Jennifer Wasserzug, During this deposition, counsel for the Appellee Members was given ample
time to examine Ms. Wasserzug on the “Mother Mary” transfer (referenced by Mr. Bennett at the
June 15 document inspection as an exampie of “violations” of ASHA and USEF rules) and her
testimony under oath and penalty of perjury clearly indicates this particular transfer was
appropriate and proper under the exigent circumstances. See Deposition of Jeanifer Wasserzug,
dated April 8, 2010, pp. 20-23.

To the extent this request seeks production of American Saddlebred Registry, Inc.
("Regisiry”) records, ASHA will not produce Registry records at the continued inspection on the
grounds that the Registry is not a party to the pending litigation and is therefore not subject to the
Fayette Circuit Court orders. As was stated to you and Mr. Bennett at the June 15 inspection, the
Registry is a separate and distinct 501(c)(5) non-profit corporation and is governed by its own
Board of Directors. The Registry has no members and is not subject to the mandates of KRS
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§273.233. Further, the Registry Board of Directors has not otherwise authorized ASHA to
permit ifs membership access to the Registry records. Stated simply, ASHA does not have the
authority to produce these records and the Court could not have compelled the Registry to do so
as it was not afforded an opportunity to be heard when the declaratory judgment action was
briefed and argued before the Court.

14.  All Registry records, including a copy of the “Mother Mary” registry
file.

As stated above, ASHA will not produce Registry records at the continued inspection on
the grounds that the Registry is not a party to the pending litigation and is therefore not subject to
the Fayette Circuit Court orders.

15.  The Page One invoice for cost of copies made for inspection by the
Appeliee Members.

The Appellee Members’ request for a copy of “The Page One” invoice is outside the
scope of the Fayette Circuit Court order to produce ASHA books and records “pursuant to [the]
enumerated written request[s] previously submitted.” Accordingly, ASHA requests that the
Appellee Members set forth a proper purpose for the additional request for this document, as
mandated by KRS §273.233.

| 16. A copy of the litigation hold letter sent to the ASHA directors, officers, and

employees at the outset of this litigation.

This is an additional request and not subject to the Fayette Circuit Court orders. Without
walving this objection, and subject to this objection, ASHA did not issue a litigation hold letter.
Rather, counsel for ASHA advised the directors, officers, managers, and employees of the
agsociation to preserve all relevant documents for purposes of this litigation.

ERi

ASHA has provided, or will provide at the continued inspection, all of the financial
records necessary for the Appellee Members to conduct their oversight of the Association’s
business practices and activities. We look forward to completing the continued inspection of
documents previously produced and to meet the supplemental requests outlined above. Please
advise on dates when you and your clients are available to continue the document inspection at
ASHA’s corporate offices. Also, we look forward to your response to ASHA’s request for a
statement of proper purpose for each and every additional document request outlined above.
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Yours vi@—\
Jett W. Adamson

JWA/jaa

ce:  The Honorable Lewis G. Paisley, lewis.paisley(@skofirm.com
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JEFF W. ADAMSON
EXTENSION 289
JADAMSON@BSC-LAW.COM

Fuly 1, 2011

Via e-mail and U.S. Mail

Mr. Stephen A. Houston
Stoll Keenon Ogden PLLC
2000 PNC Plaza

500 West Jefferson Street
Louisville, KY 40202

Re: Amcrican Saddlebred Horse Association, Inc. v. Edward R. Bennett, et al.

Dear Stephen:

As a follow up to our letter to you, dated June 25, 2011, we write to correct statements
contained in your June 24 correspondence regarding what was produced and not produced at the
document inspection of June 15, 2011, and to provide ASHA’s response to the additional
requests raised in your June 24 letter.

Your letter crroneously states that ASHA “decided, unilaterally, to withhold large
categories of records.” This is not true. ASHA declined to produce only those documents falling
outside the scope and relevant time period of the Opinion, Order and Judgment of the Fayette
Circuit Court entered on December 2, 2010 or the Court’s Final Judgment and Order of January
6, 2011 (“Fayette Circuit Court orders™). ASHA produced, or will produce in response to
supplemental requests at the next scheduled inspection, copies of all books and records “pursuant
to [the Appellee Members] enumerated written request (sic) previously submitted.” See
Opinion, Order and Judgment, entered December 2, 2010, at page 7.

For instance, ASHA did not produce books and records from the 2008, 2009, and 2010
accounting years because they were not included among the enumerated document requests
served upon ASHA in the pending litigation and therefore not subject to the Fayette Circuit
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Court orders. The Appellee Members’ request for three additional years of “books and records”
will further detract the ASHA directors and personnel from serving the entire membership and
promoting the Saddlebred breed. ASHA is therefore obligated, both to its entire membership and
under KRS §273.233, to request that the Appellee Members set forth a proper parpese for
production of these additional documents.

The other set of documents not produced belongs to the American Saddlebred Registry,
Inc. (“Registry”). As you were advised at the Junc 15 inspection and in our June 25
correspondence, ASHA cannot produce Registry records for a number of reasons. First, ASHA
does not own or control Registry records. The Registry is a separate and distinct 501(c)(5) non-
profit corporation and is governed by its own Board of Directors. Second, the Registry is not a
party to the pending litigation and is therefore not subject to the Fayette Circuit Court orders.
Lastly, the Registry has no members and is therefore not subject to the mandates of KRS
§273.233.

Your letter then proceeds to list sixteen “examples” of “specific deficiencies” in ASHA’s
document production on June 15, 2011, but references documents which were in fact never
requested during the June 15 meeting or were requested for the first time during the afternoon
meeting that day. ASHA addresses each of these requests below.

Reguest Nos. 1, 2, 4, 6, and 12: These requests contain significant errors of fact as
evidenced by copious notes taken by ASHA representatives during the June 15 meeting. ASHA
did not “hide salary and other payment information™ or fail to include payroll reports, journal
entries, electronic mail, and the andit report for the 2010 accounting year. As you were advised
by letter dated June 9, 2011, ASHA was required to withhold or redact attorney-client and work-
product protected information, all personal identifying information, and bank account
information prior to the June 15 document inspection in order to protect ASHA’s confidences
with counsel and to prevent identity theft of ASHA and its members. However, ASHA did not
conceal any salary or payment information. The Appellee Members were provided copies of gll
payroll summaries, including W-3 forms, for the relevant time period; all journal entries with
supporting documentation for the relevant time period; and all e-mail communications requested
for the relevant time period.

With regard to electronic mail, in its June 25 letter, ASHA agreed to conduct a second
search of Mr. Balch’s e-mails to the best of its ability to confirm all e-mail communications in its
possession falling under the scope and relevant time period of Fayette Circuit Court orders were
produced to the Appellece Members. In addition, we understood that you and your
representatives were not able to review all of the documents ASHA provided for inspection and
copied for your convenience on June 15. ASHA has therefote agteed to make the documents
previously produced, as well as documents existing and responsive to the Appellee Members’
supplemental requests, available for a second day of document inspection and copying. Perhaps
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the documents alleged to be “hidden” or “withheld” are contained in the materials that were
produced on June 15, but which you have not yet reviewed.

As for the audit report for ASHA’s 2010 accounting year referenced in Request No. 12,
you were advised during the June 15 inspection that the audit was not yei final on that date.
ASHA advised you and Mr. Bennett on June 15 that a copy of the audit would be produced as
soon as it became available. ASHA has since honored this agreement by attaching a copy of the
2010 audit to the letter you received a few days ago. Thus, it is incorrect to suggest in your June
24 letter that ASHA “withheld” documents it in fact agreed to produce.

Lastly, to the extent the above requests seek production of documents not subject to the
Fayette Circuit Court orders, ASHA reiterates its request that the Appellee Members set forth a

proper purpose for requesting inspection of these additional documents pursuant to KRS
§273.233.

Request Nos. 9, 11, 15, and 16: The misstatements contained in Request Nos. 9, 11, 15,
and 16 are troublesome. Therein, you suggest that ASHA “failed to produce” the following
documents:

* acopy of any report or communication from any consulting agency regarding
potential candidates for employment at ASHA as Executive Director or
Executive Secretary;

® records indicating any financial or business relationship between ASHA
employees and ASHA board members, executive committee members,
officers or their families;

¢ “communications” of board members, officers and employees during ASHA’s
two most recent accounting vears; and

e records indicating amounts spent by ASHA, in this Jitigation.

These documents were requested for the very first time in your June 24 letter. It is disingenuous
to suggest that ASHA. “failed to produce” documents at the June 15 inspection when, in fact, the
documents were never before requested.

As for Request Nos. 9, 11, 15, and 16 generally, these requests seek inspection of
documents falling outside the scope and relevant time period of the Fayette Circuit Court orders
and are the subject of an additional request for which the Appellee Members must state a proper
purpose under KRS §273.233. However, to the extent it assists the Appellee Members in
completing their inspection, ASHA does not possess documents responsive to Request Nos, 9
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and'11. With regard to Request No. 16 for records indicating amounts spent by ASHA for the
rendition of legal services in this Titigation, ASHA objects to the extent these documents contain
correspondence and description of services protected by the attomey-client privilege and work-
product doctrine. ASHA will not produce any attorney-client and work-product protected
information to the Appellee Members.

Request Nos. 3, 5, 7, 8, 10, 13, and 14: The remainder of the requests and the general
request for all books and records in “native” format were addressed in our Fune 25 letter. (See
responses to Nos. 4, 5, 9, 10, 12, 13 and 14 contained in our letter to you, dated June 25, 2011).
To the extent these requests are supplemental to the enumerated requests served upon ASHA in
the pending litigation and ordered produced by the Court, ASHA will make existing and
responsive documents available at the continued inspection. With regard to the additional
requests raised in Request Nos. 3, 5, 7, 8, 10, 13, and 14, ASHA must demand that the Appellee
Members set forth a proper purpose as mandated under KRS §273.233 to warrant further
diversion of ASHA directors and personnel from the charitable and educational obligations owed
to the entire ASHA membership.

b3 1

As stated in our June 25 letter to you, ASHA has provided, or will previde at the
continued inspection, all of the financial records necessary for the Appellee Members to confirm
ASHA is managed in accordance with its charitable and education purpose. We will make all
documents previously produced and any documents existing and tresponsive to the Appellee
Members’ supplemental requests outlined above and in our June 25 letter available at the offices
of the American Saddlebred Horse Association, 4083 Iron Works Parkway, Lexington, KY
40511, on Tuesday, July 19, 2011, commencing at 10:00 am. Please advise who will be
accompanying you to the continued document inspection no Iater than Friday, July 15, 2011,
so that we may make appropriate arrangements. Also, we look forward to your response to
ASHA'’s request for a statement of proper purpose for each and every additional document
request outlined above and in our June 25 letter,

JWA/jaa
¢c: - Hon. Lewis G. Paisley



