
Monthly Meeting of the

Prairie Meadows Board of Directors

December 14, 2022
3:00 p.m.
The Monthly Meeting of the Prairie Meadows Board of Directors was called to order by Ms. Simon in the James Rasmussen Board Room at Prairie Meadows in Altoona, Iowa at 3:00 p.m.  
Introduce New At-Large Board Members:  Dr. Ian Lin and Jeff Wangsness.  

Mr. Wangsness said he’s in construction and is the President of JMT Trucking, part of the Rasmussen Group; he has lived in Ankeny since 1986; has a wife, Shelley, and two sons.  

Dr. Ian Lin said he has been an orthopedic surgeon for 27 years; has a wife, Danielle, and five children.

Introduce New Board Members:  

· Polk County – John Mauro.

· DM Partnership – Chris Costa (voting)  
Tiffany Tauscheck (non-voting)
Jeff Russell (non-voting)

Mr. Mauro apologized to the Board – he never wanted to bring media attention by serving on the Board.  Mr. Mauro said he’s been through the whole process with PM since the beginning; some PM history – he started on the Polk County Board of Supervisors in 1990, when the track went bankrupt and owed $40 million; Jim Rasmussen, Ed Skinner, Jack Bishop, Gary Palmer and Tom Flynn went to the Supervisors and asked that they look at PM becoming a Racino (racetrack with a casino); the supervisors thought it was a good idea, but payback would take 10-15 years; a referendum was needed to change the law and it passed; the Supervisors had to borrow $30 million more to make the improvements to PM;  several Las Vegas casinos wanted to buy PM, but Jim Rasmussen said, why not keep the money here and manage the Racino ourselves – he and Jack Bishop thought that was a good idea – keep the money here and also help labor and jobs.  PM is phenomenal – it has given $2 billion back to the taxpayers; the newspaper article was concerned about Mr. Palmer’s salary; PM has given back:  $700 million to Polk County, $54 million in Community Betterment Grants, $39 million in Legacy Grants, $70 million to the City of Des Moines, $7 million to Polk County schools; he is proud of PM and those who serve on the Board; he and Mr. Palmer and Mr. Flynn have been friends since the beginning; the paper made it sound like he was running the whole show – he is only one vote, so please disregard the article; he is pleased to work with everyone.  The Board appreciated hearing a bit of PM’s history.
Chris Costa said he is President/CEO of Knapp Property, and he’s been there for 25+ years; lives in West Des Moines; has three kids; Mr. Mauro had a great story – he remembers the down years.
 
Tiffany Tauscheck was unable to attend the meeting.
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Jeff Russell is President/CEO of Delta Dental of Iowa, which represents six million Iowans; he lives in Des Moines and attended Drake University; he has three kids.
Welcome Returning Board Members:  

· Polk County - Ken Sagar 

· Taxpayers - Bob O’Hollearn

Roll Call.
	Dennis Albaugh - call

	Chris Costa

	Linda Grandquist

	Danny Homan 

	Dr. Ian Lin

	Marty Martin - absent

	John Mauro 

	Dr. Steven Neville

	Bob O’Hollearn - call

	Ken Sagar

	Mary Simon

	Susan Voss - call

	Jeff Wangsness

	Jeff Russell

Tiffany Tauscheck - absent

	


Also in attendance were:

Gary Palmer, President/CEO

Ann Atkin, Senior Vice President/COO
Michele Wilkie, Senior Vice President/CAO
Tom Flynn, Legal Counsel

Nancy Winget, Its Recording Secretary

Members of the Press, Public, and Staff

Approval of the Minutes.  A motion was made by Mr. Sagar to approve the Minutes of the Annual Meeting of the Prairie Meadows Board of Directors held on November 19, 2022 as written.  The motion was seconded by Ms. Grandquist and passed on a voice vote.

 
Public Comment.  Jon Moss, Executive Director of the IAHBPA, wanted to introduce the new ITBOA President, Kristal Freese; the IAHBPA works closely with the Quarter Horse group on the breeding programs and the racing program.
 
Lobbyist.  Ms. Simon noted that Mr. Skinner was unable to attend today.
Financials.  Elaine Castelline, Vice President of Finance/CFO, reviewed the November YTD financials:

	November 2022

	
	Actual
	Plan

	Casino Revenue
	$215.1 m
	$194.0 m

	Total Revenue
	$247.5 m
	$226.8 m

	Net Revenue
	$235.1 m
	$214.1 m

	Payroll Expenses
	$47.6 m
	$48.89m

	Operating Expenses
	$63.5 m
	$64.3 m

	Net Income before Community Benefit
	$70.1 m
	$51.9 m
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Total Revenue:  Casino $215.0 m (87ȼ of every $1.00 comes from the casino floor); Sportsbook $10.6 m; Hotel and Conference Center $7.2 million; Food and Beverage $6.6 m; Other $4.7 m; Pari-Mutuel (live and simulcast) $3.4 m.

	Iowa Market
	

	Prairie Meadows
	$215.3 m

	Horseshoe
	$193.9 m

	Ameristar II
	$172.3 m

	Riverside
	$119.5 m

	Isle – Waterloo
	$91.9 m

	Harrah’s
	$67.0 m

	Lakeside
	$47.0 m

	Wild Rose Jefferson
	$33.1 m

	
	

	Iowa Casino average vs. 2021
	+1.4%

	Competitors’ average vs. 2021
	+2.3%


Top November Performing Revenue Areas – Most Recent 4 Years.  The following departments had an all-time record for November:  Slots, Slot Coin-in, Casino, AJ’s Steakhouse, Café at the Meadows, Paddock, Prairie Coffee Company.
Action Item - 401k Contribution Non-bargaining Employees.  Mr. Palmer said there are three unions at PM and their contracts include a 2.5% increase to the 401k; every year, to true up for the non-bargaining employees, staff recommends a Resolution to also give the non-bargaining group a 2.5% increase; the total would be $440,800.  Mr. Homan moved to approve the Resolution of $440,000 for the non-bargaining employees, the motion was seconded by Ms. Grandquist, and unanimously passed on a voice vote. Dr. Lin asked if this is something new for the bargaining group and what is the percentage of bargaining and non-bargaining employees; Ms. Wilkie said it’s a 60-40 split – 60% bargaining, 40% non-bargaining; Mr. Palmer said the bargaining employees always get the 2.5% - the Resolution is to true up with the non-bargaining employees.  Mr. Lin asked if this is a yearly contribution and Mr. Palmer said yes – the Resolution is usually done every December.
Action Item - Discretionary 401k Distribution.  Mr. Palmer said most years, if we’re having a great year, we recommend an additional contribution to the 401k; this will be our best year ever, and the recommendation is to give all eligible employees an additional 4% - the total would be $1,375,600.  Mr. Homan moved to approve the 4% discretionary contribution.  Mr. Costa asked if this has already been compiled and what is the match percentage and Mr. Palmer said yes, and the match is 4.5%.  Dr. Lin asked if the discretional distribution is done on years that PM is doing well and Mr. Palmer said yes.  Mr. Wangsness asked if the plan matches up to 4.5% and this is in addition to that and Mr. Palmer said yes.  The motion was seconded by Mr. Costa and unanimously passed on a voice vote.
 
Action Item - Incentive Plan Resolution.  Ms. Castelline said the purpose of the Resolution is two-fold:  information for the Board and to allow Accounting to put on the 2022 books.  In 2019, Suku Radia and Gerry Neugent requested a compensation study update be done; Willis Towers 
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Watson was hired and looked at the program and recommended updates.  In 2020, the new program was approved; every year the Human Resources Committee sets benchmarks and thresholds and presents the plan to the Board in March.  The Resolution is to finalize costs on the books for 2022 and will be paid out before March 15, 2023; the maximum total is $3,337,000; staff is requesting approval of the Incentive Plan Resolution.
Mr. Palmer said a study is done every 3-5 years to ensure PM meets the IRS requirements; the cost of the study is approximately $100,000; today, to retain and recruit is difficult; the study compares PM to others – PM is a non-profit and all others are for-profit; a formula is put together to show that PM meets the IRS requirements.  The study shows that PM’s top executives are under the 50th percentile of others; the Board needs good information to make the decision on salaries using a qualified study; the next Agenda item is – does PM meet and not exceed the IRS requirements. PM is debt-free, there is money to remodel and enhance the property to be successful, and that is due to the great Boards; in the Polk County contract, any improvement over $100,000 needs its approval; we explain the project and the ROI, and we’ve never been turned down; it’s a good safeguard for our partnership with the County; PM is a high-bred and there are only two non-profit casinos in the world – one in Altoona, Iowa and the other is in Dubuque, Iowa.  
 
Mr. Costa asked was the incentive amount in the budget; Ms. Castelline said we budget at 100% bonus; there is other criteria; the estimate is we’ll be at 120% of budget; there won’t be a deficit in the incentive overall goal.  Mr. Wangsness would like to know more about the program and Mr. Palmer said this will be presented in March – it will be reviewed by the Human Resources and Finance Committees and then presented to the Board; the plan includes revenue and performance goals; at the end of the year, it’s just “fill in the blanks”.  Mr. Costa said revenue is 35% better than budget – it makes sense to have stretch points.  Mr. Homan moved to approve the Incentive Plan Resolution of $3,337,000, the motion was seconded by Dr. Neville, and unanimously passed on a voice vote.
 
Action Item - IRS Code Section 4958.  Ms. Castelline said this item regards reasonable compensation; in 2019 Willis Towers Watson (WTW) did a study, as requested by Suku Radia and Gerry Neugent; WTW used two peer groups:  casino, gambling, and leisure industry and non-profit organizations where the majority of their revenue comes from program services and not donations; the study looked at similar roles and titles for Mr. Palmer, Ms. Atkin, and Ms. Wilkie, and based on that study, the 2022 base salary for each officer is under the 50th percentile of each peer group; total compensation:  Mr. Palmer is under the 25th percentile, Ms. Atkin is under the 50th percentile, and Ms. Wilkie is under the 25th percentile of each peer group; the IRS asks that the Board approve in advance compensation using data comparables; PM meets the current IRS standards; we do this as an annual review.  Dr. Lin asked about the executives – are compensation philosophies done for all employees and is the target the 50th percentile and Mr. Palmer said there are no philosophies for other employees but we do have standards.  Dr. Lin asked if we have bands that compensation can’t exceed or are below and Mr. Palmer said we have pay grades throughout the rank and file, same as with the bonus program; there are stretch points up to 120% maximum – employees have to meet goals; the bottom number is 80% - if an employee is below 80%, the employee doesn’t meet requirements and doesn’t get a bonus.  Dr. Lin asked about the IRS rebuttal – should a study be done every 4-5 years and Ms. Castelline said the recommendation to the Board is to do a new study in 2024.  Mr. Homan moved to 
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approve Ms. Castelline’s report that compensation follows within the IRS rules, the motion was seconded by Mr. Wangsness, and unanimously passed on a voice vote.
 
President’s Report.  Mr. Palmer reported:
· Introduced the Director of Sales, David Fast, noting this is a new position at PM.  Mr. Fast said he came from the Hotel Ft. Des Moines; he felt PM would give him a good opportunity to advance his career; he has a resort background; he’s excited to help elevate PM to the next level.  Mr. Wangsness asked what his first big move and Mr. Fast said to restructure the Sales Department and be out in the community.  Mr. Wangsness said the Trucking Association has held many events at PM and PM is a great facility to work with.
· New Board Member Orientation is scheduled for January 20 at 3:00 p.m.  PM and the casino industry is highly regulated; PM has five IRGC representatives and five DCI agents on property along with an Internal Auditor, the External Auditors, 125 Security Officers, Polk County Sheriff’s Deputies, and the Altoona Police Department – we appreciate the regulation with the money on property and what we do; we’ve not had an infraction in 30 years; we have 8,000 people coming in every day; we’re open 24/7; 2022 was our biggest year ever and we’ll be able to give more back to the community than ever – we usually give out $30-$40 million, and it will be more for 2022; PM helps lessen the burden of government, and we do a good job helping the community; we’ve given $2 billion back to the community; we’ve been the #1 casino for 20 years (in revenue and attendance); we usually have 1,100 employees, but are short of help due to COVID; our employees can be personally fined for infractions; PM is a complex but fun company; many of the employees have been here for 25-30 years; the Board approves improvements, and has been very supportive with vision and innovation.  Ms. Simon said Orientation is amazing, and the new members will enjoy it.
Committee Reports.  Ms. Simon noted the Committee Assignment List is in the packet, and the Chair of the committee will give an update each month.
· Executive Committee.  Ms. Simon said the committee discussed Mr. Palmer’s salary increase.  Mr. Albaugh said the committee discussed local trends, and the recommendation is a 6% increase for next year.  Dr. Neville moved to approve a 6% salary increase for Mr. Palmer for 2023, the motion was seconded by Mr. Albaugh, and unanimously passed on a voice vote.
· Finance/Audit Committee.  Mary Simon will be the Chair – the committee did not meet.

· Facilities Committee.  Mr. O’Hollearn is the Chair, and noted the committee did not meet, but he is look forward to meeting the new members and get them acclimated with the facility.
· Human Resources.  Mr. Martin is the Chair and was unable to attend today’s meeting – the committee did not meet.
· Grants Committee.  Ms. Voss was the 2022 Chair and is the 2023 Chair – she is excited to meet the new members; this is a wonderful committee; grant applications open in January.
Other.
· 2023 Board Meeting dates are listed at the bottom of the Agenda.
· The next Board meeting is February 15.
· Tonight is the Holiday dinner.  Social at 5:00 p.m. in the AJ’s Party Room.
· Mr. Mauro added to his previous comments - the debt was supposed to take 10-15 years to pay off, and PM paid the $89 million off in 11 months!!
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Adjournment.  Mr. Sagar moved to adjourn the meeting, the motion was seconded by Mr. Homan, and unanimously passed on a voice vote.  There being no further business, the meeting was adjourned at 4:00 p.m.
Respectfully submitted,

_____________________________

Dr. Steven Neville, Its Secretary 
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