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SATELLITE

When advances in technology made simulcasting possible in
the 1980's, the horse racing industry and Fairs joined together to
pursue this new opportunity.

When advances in technology
made simulcasting possible

in the 1980'%, the horse racing
industry and Fairs joined
tagether to pursue this new
agpportunity, Working with the
late Senator Ken Maddy, a long-
time advocate for horse tacing,
the racing Industry, Fairs and
legislators put together a plan

to implement simulcasting in
California.

The marriage of Fairs and
horse racing has deep roots
in California, going back to
the beginning of modern pari-
mutlel wagering in 1933
Warking together to realize
this new apportunity through

technolegical innovation was
a legical next step in a long
political relationship.

Simulcast wagering in Marthern
Califarnia began with a pilot

test between Golden Gate Fields {.
and the Fresno Fairgrounds race
track in 1284, In 1987 legistation
carried by Senator Maddy, SB 14,




1984

SB 1499 (MADDY):

Impiemeanted satellife
wagering in the central ond
souiherm part of fhe stabs,
dand made conlorming ond
technleal changes n e
noethem part of fre tiofe,

& STOCKTONM:

The Fresna Distict Foir, Codfomlo State Falr,

Sonoma County Fair ond Son Jeaguin County

Fair open safelite wiogenng focilities,

FRESNC, SACRAMENTO, SANTA RO3A

Rar oreo ot the Stockion
satellite focility.

TWORK

enabled creation of a simulcast
networl; at Fairgrounds and race
tracks throughout the state,

Golden Gate Fields and Bay
Meadows were opetating as
simulcast locations in 1987, so
the primary expansion effort

in Northern California moved
to Fairgrounds locations.

A team led by California
Authority of Racing Fairs (CARF}
undertook design, specifications,
construction and installation

of technical systems necessary

to bring new locations into the
simulcast networl. California
Department of Food and
Agriculture (CDFA) provided
financing for this effort on behalf
of Fairs. This team began a
decade-long program of huilding
satellite wagering facilities

at Fairgrounds throughout
California.

By the late 1990, twenty-three
Satellite Wagering Facilities

had opened at California Fairs.
Fourteen of these satellite
facilities are located in Northern

California.

In recent years, Federal courts
have ruled that certain Mative
American tribes may operate
Satellite Wagering Facilities.
Subsequent Califernia legislation
now allows smaller mini-satellite
locations throughout the state,

Currently, the Morthern California
network is composed of gne
location licensed to a race track,
Golden Gate Fields, and 15
satollite facilities licensed to
Fairs,
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Rar ond ceneral
- =enting af the
Pisnzanton
saleliia whara
oalrons have
wigeraed $1.2¢
il simce 1287,

BAKERSFIELD, EUREKA,
FLEASANTON, VALLEIC:

Satalibe foclifice: coon o e poblic al
e Kern Caunty Falr, Alomedce County
Fair and Sclane County Bl

1987

3B14 (MADDY):

stotewlcle.

Cxpcanded sohelile wageding

» FRESNO CLUB ONE

The first mini-satellita in
California, Fresno Club One
handled $60 million from
1998 to 2012, cantributing
$3.1 million ta purses,

2L

» MONTEREY

Located on the California
coast at the Monterey
County Fair, the Monterey
satellite has handled $328
million since apening in
1938,

Ceaanly Fair

TULARE:

Opens,

2 SACRAMENTO

Patrons of the Sacramento
satellite, located on

the California State
Fairgrounds, have wagered
$1.1 hilllon since the
facility's apening and
contributed 448.4 million
to purses,

[he ulars Counly Pk
catellife wacedng focliby

Winner's Circle sealing
at the Monterey satellite
Fraciiity,

Soallites open at the Shasta Distict Foir,
Figrshorgy Sounty Foir and Santa Clora

1989

1993

TURLGCK:

Thiz Slanisiaus County Foir
walellie wagoning faciiby
apens.

? SAN MATEQ

Since apening in 2008,

the San Mateo County

Fair satellite has quickly
become the most significant
Fair satellite in California,
contributing $62.9 million |
in industry distributions
from 5320 million wagered,




FRESMO MINI-SATELLITE:

The frst mini-satellte in 1he state,
Freeno Club One, opans o a fnint
padnesrship bebwasn Club O
Casine and e Frosno Cisldo| Fair,

Altar e closurs of Bay Maadows, The Paie
orpanizalions invesled 322 milllion lo opena
scelibe wacesdng facllby anthe Foirgreunds, The
fon Matec safelite hos become the largest Foir
satellite in Marfhem Califorria,

? SANTA ROSA

The lockey Club at the
Sonoma County Fair in
Santa Rosa has handled
%504 million since opening
in 1985 and has contributed
231 million to purses,

2001

Wngaring.

2 STOCKTON

As ane of the first locations
to conduct satellite
wagering in 1985, Winners
at the San Joaquin Fairin
Stackton has handled 5694
million since opening,

AB 471 (HERTIBERG):

Authonras Advanoe Depost

# TURLOCK

The satellite wagering
facility at the Stanislaus
County Fair In Turlocl has
handled $184 million since
It apened to patrons in
1993,

2013

SALINAS MINI-SATELLITE:

The Triple Crovwn minisatsiia wooernng
Fezesilidy i Salires Dpenad in ooy 2013
w5 o pes el Dolweon tho sMontonsy
Counly Fale and Banker's Cosino:

» VALLEJO

Patrons of the Solano Race
Place at the Solana County
Falr in Vallejo have wagered
£529 milllan since the
satellite opened in 1287,
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SATELLITE HANDLE 2008-2012

TOTAL HANDLE

DISTRIBUTIONS
License Fees

(HRE Support Fee
COFA FAE

City Tax

Erjuine (LI Davis)
Warker's Comp,
Location Mees
Expense Hind
CMWC Promotion
CHRIMS

Vanning & Stabling
Froxy Fees
Harness Loc. Fees
Track Commissions
Purses

5B 1072

Owners (TAC)
[reeders/Sires

TOTAL
DISTRIBUTIONS

$ 1476226,/

2,238,305
1,694,604
1,200,924
4,6/5210
1,426,258
2011717
28,831,859
57,206,255
5421236
20,189
13,784,506
1,636,430
137,039
64,578,026
70,008,887
3,008,728
814,930
745,550

5-YEAR SNAPSHOT

SATELLITE
DISTRIBUTIONS

$1.43

BILLION

TOTAL SATELLITE NETWORK HAMDLE

$279

MILLION

ff/x i

/

TOTAL SATELLITE NETWORK
DISTRIBUTICAS

$1.15

BILLION

/

RETURNED TO WINNING BETTORS




$73.6

MILLION

/

PURSES 10 HORSEMEN

$4.69

MILLION

/

CHRB SUPPORT FEE

$8.26

MILLION

OWMERS/BREEDERS/STAKES

$57.2 ,

MILLION

MCOTW, INC. EXPENSE FUND

$13.8

MILLION

VANMNING & STABLING FUND

$5.2

MILLION

FROMOTION FUND {CMT)

24
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California State Fair - Sacramento

California State Fair - Sacramento



So na County Fair - "\r'alleja

Solano Euuﬂty Fair - "-.fallem
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FANTASY SPORTS FAST FACTS April 11, 2016

Introduction
Fantasy sports, daily fantasy sports (DFS)in particular, are currently the fastest growing segment of the sports
entertainment wagering business, During 2015 the fantasy sports husiness accomplished the following:

1. Entry fees of over 33 billion, up 300% fram 2014, Paid game entry fees ranged from 51 to S25,000.

2. 5250 million spend an advertising and pralessional spaorts team sponsorships, including Belmont Stakes.
3. 5300 million in grass revenues fram a lakeoul of approximately 10%.

4. 5700 million invested in DFS, includes major league sports team owners and carporate media groups,

5. Increased player participation to 56.6 million, up 36% over 2014 (Fantasy Sports Trade Assaciation-FSTA]

What are Fantasy Sports?

A fantasy sparts game is where participants select real athletes trom a professional ar amateur sport, The participants
virtual teams, or athletes, compete against each ather based an the statistical performance of each athlete(s) in actual
garnes over a pre-determined period of time. The athlete's statistical performances are converted into pre-determined
points for a variety of statistical achievements, compiled and totaled. Highest totaled scores decide the winning game

positions.

i

History
Early concepts originated after WWII drawn from statistics in daily newspapers sports pages” box scores. Similar to

horseracing, sports fans used past performance statistical data to make prediclions on future athletic achievement.
Fantasy sparts were originally played amongst limited, known participants in “leagues”, Mational and local print
puhblications grew the concept thraugh contests allowing unlimited, anonymaous participation. The Internct
revolulionized fantasy sports: Pay-to-play contests grew fields of cantestants and replaced thaose being offorod by
national periadicals. Fantasy websites cased tedious “league” recordkeeping immensely while providing tremendous
arcess to related sport statistics. DFS is an accelerated variant of traditional fantasy sports conducted owver sharl-term
periads. Entry fees help fund prizes, while a portion of the entry fee goes to the service provider as revenue {takeout).
Two fantasy sparts servico providers, Oraft Kings and Fan Duel, enjoy 90% of tho current BFS North American market,

Demographics*
Fantasy players US Population

*  Median age: 34 years 47 years
+«  Househald income: 5104,461 564,737
*  Rachelors degroo + 47.4% 29.2%
+ Iale 9.1 % A8 3%

*Eyperian/Fanlasy Sports Trade Association (FSTA}

Legal & Legislative efforts

The legality of Fantasy sports is both controversial and complicated. Generally, legality is determined by individual states
laws and statutes. Federal laws arc potentially applicable in fantasy sports however, to date, the Feds have been silent
on the burgeoning fantasy sports business. Thirky {30) states have propased, or passcd, fantasy sports legislation over
Lhe last 2 years. Seven (7) states have specilically authorized versions of fantasy sports while 17 states have indicated
the pames areillegal by States Attorney General opinions or existing state statutes.

California
The Attarney Goneral of Califarnia has yet to issue a written legal apinion an fantasy sparts. DFS businesses currently
apeorate freely withaut any oversight within the largest market in the nation, Current legislation, A 1437 Internet




MNevada fantasy sports model

Mevada was one of the first states to deeply analyze the legality of fantasy sparts within their stricthy regulated garming
market. In October of 2015 the Nevada Attarney General, with cancurrence from the Nevada Gaming Cantrol Board
Chair, determined fantasy sports intersected with existing gaming statutes and immediately ardered Fantasy Sports
aperators ta cease and desist operation in the state untll they applied for a gaming license. All internet based DFS
operators quickly coased activity and withdrew from the market. US Fantasy, a pari-mutuel hased fantasy sports game
content provider, applied far a license in December 2015 and are scheduled to became the United States first liconsed,
regulated fantasy sports game service. (Fantasy ['oothall game example attiached)

California Racing opportunities

1. Theintegration of a statewide sports fantasy league could pravide a popular, low risk, high reward, pari-mutuel
contenl expansion within the existing regulated California pari-mutuel network, Pari-mutuel facilities are well
equipped to broadeast fantasy related sparting events for additianal entertainment value. Major stakeholders in
California horse racing can be the obvious beneficiaries, Significant job creation and replacement of last pari-
mutuel revenues within traditional distributlon outlets could be revitalized,

2. Fantasy Sports appeals to a large, young player base and intraduces the skilled selection cancept to poteontial
horse players, The intellectual pursuit of winners for racing and fantasy sports is cansistent in strategy.

Below are the gaming profiles of o “ypical” Fantasy Sports player from surveys conducted by the FSTA.

At least once in 12 months

|
I person poker toumaniants - rymaag

Flayed an-line poker arnarmonls - 20
Used an elishore Batting Site - 10%%
Flacedd @ Wegas Sport Book Hal - 2%

|
Wagerad al o Florse-track - 22 |

Wilsiored at a Casino - 43

' |
I

0% 109%, PEIGE a0 A0% S0,

FPlaced an Cin-line spoal bel < TR

3. Contests can be easily produced to cross promote harse racing with ather sports. Pick {N) progressive
carryavers are probable using large fields of competitive athletes and a variety of daily fantasy cantent,

4. The axpansion into Fantasy Sports should attract additional pari-mutuel distribution sites including Mini-
Satellites, Indian Gaming locations and added Fairground Satellite Wagering facilitios.

5. The annual schedule of the mast popular Fantasy Sparts events is complimentary with Horse Racing. Fantasy
sports parlicipation is strongest in the fall and winter manths while horse racing captures the majority of its

handle in spring and summeor,

6. Fantasy Sports revenue can pravide Californiz with a new funding source for Horse Racing and Fairs,



US FANTASY FOOTBALL

sunday, December 30, 2015
Firsl Post: TO:0T AR

Hace | QUARTERBACKS M/L
[ AARCON RODGERS 57
2 CAM NEWTON 87
3 JAY CUTLER 5

4 MARK SANCIIEZ if

IMATTHEW STAFFORID T2
0 TONY ROMO 3

WINPLC SHW EX TRI Pick 7

Rice 2 RUNNING BACKS M/L

1T AMEHER ABDIILTATI LG
2 DAREEN MCTADDTN 3
3 DARETN S5PROLES 16
4 DTMARCO MURRAY 8
S LEDDHE LACY 12
0 JAMES STARKS 15
TIEREMY LANGFORIY 15
5 JOIQUE BELL 16
DIONATHAN STEWART 5
0 MATT TORTE 10
11 MIEL TOLBERT 24
12 ROBERT TURBIN 22
13 TITEO RIDDICK 16
WIN PLC SHW EX TRI

Ruce 3 RECLIVERS M/L
1 ALSHON JEFTTERY i2
2 OALYVIN JOHNSON 4

3 DEZ BRYANT ]

4 GOLDEN TATE 10

5 GREG OLSEN 7

o JAMES JONES g
TIASON WITTEN 12
BIORTIAN MATTHEWS g

O RANIIALL COBE g

WIN PLC SITW EX TRI

Ruce 4 RECEIVERS ML
1 BRETCELER 7

2 COLE BEASLEY Y
IDAVANTE ATDAMS 3

4 ERIC EBROMN A
SIERR COTCIIERY Lo
6 LANCE MOORD 12
7 MAROQULERS WILS0ON 5

8 MARTELLUS BENNETT 2

9 TED GINN 9

WINTLC SHW EX TRI

TEAM
UGB
AR
{IHI
PHA
DET
DAL

TEAM
DET
DAL
FHA
PFHA
(1R
L
11T
DET
CAR
CHI
CAR
TIAL.
1

TEAM
CHI
DET
1341,
1E
AR
Gib
DAL
PILA
Gh

TEAM
PHA
[JAL
SiL]
DLT
CAR
DET
CHI
BORATCHED
CAR

NEVADA FANTASY SPORTS MODEL

Ruce 5 RECEIVERS

T BRANIZOW PEITTCGREW

2 DEVIN TUCIIESS

3 TD DICKSON

4 CDDIE ROY AL

5 JOSH BELLAMY

& JOSH HUFFE
TIUSTIN PERILLCH

8 MELSON AGHDLOR
Y RICHARD RODGIRS
10 RILEY COOPLHR

11 ZACH MILLER
WIN PLC 5ITW EX TRI

Race 6 KICKERS

1 CALER STURGS

2 DAN BAILEY
FGRAHAM GGAN)

4 MASON CROSBEY
3MATT PRATER

a ROBBIE GOULD

WIN PLC STIW EX TRI

Race 7T DEFENSE

1 PANTHERS

2 BEARS

3 OOWBOYS

4 LIS

SPACELRS

& TAGLES

WIN PLC SHW EX TRI

M/L
L7

1<)
v

97

TEAM
DET
AR
AR
SCRATCHED
CHI
PHA
L)
PITA
Gh
PHA
CHI

TEAM
PITA
DAT
CAR
L
DET
CHI

TEAM
CAR
CHI
DAL
DET
GB
PHI
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Group A

CHRIMS, Accounting, &
Mutuels

Moderator: Raechelle Gibbons
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Group B
Amtote & Mutuels

Moderator: Bryan Wayte

[




Group C

Minisatellites & Other Uses
for Satellite Space

Moderator: Larry Swartzlander
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Sammy’s Original

*» Horseracing history is mixed into the

bar décor.
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Names and Locations of Simulcast-Only Facilities
Regulated by the California Horse Racing Board

Sinsilea-outy Factlives

1-vinelope Valley Fair, Lancaszer
2-PBankers Castreo, Salioas”

3-Barona Casing, Lakeside

A-Cennmerce Casines, Commeree?

Fleserr Fape Centre, Inilio

Bantasy Spomnes 4 asme, Indin
F-Birchouse Resmurant, Bakerndheld®
Elasta | aeagn B-Freing Cluls Dne, Frsoo
O-Huallywinad Tark Cusivue

10-Lake Pesiis Spors Pavilion, Peocis
11-Liog fugeles Couary Fair, Poinons
12-Moncerey Connty Fair, donesrey

b 13 -Mariomal Crrange Showog San Rernardin
1 O mvem, San Clemenne®

18- docan's |1, Cuocanside®

1a=Roadhouse Grll, S Stara®
TP=Sanany's Testaurans aod Baz, Mission Vigjo?
165 Bernading Consry Badr, Wicaooville
. 19-5an Mareo Evenes Cenzer, San Marsa

20-Banra Clara Covner Fair, San Jose
Al -Hanem Clarica Lanes, Sanea Llariem®
2 24 213 Hhasm Hsemick Bain, Anderson
} '_“" a=Sulam County Fair, Vallego

ol
Hade Shbtyau ——

4 3h

22

24-Sranisly oty Fair, Thidock
a 25-8redery, Sun Thepo " =
2é-Scuin Band of 3dizsion Indians. EL Cajon
27-Tiled Kilr, Thovsand Oaks”
A Venmara :’_',nl'.nry Fair, Yenmia
25 Yigjas ¢ asine and Tarf Chuly, Alpine

17

= Mzni-satellie camons * Opened Cctober 30, 2015
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1ik
5
L]

Hrscal Year 2014-15



Group D

Marketing & Promotions

Moderator: Heather Haviland



Contact List for CHRIMS

Customer Support settlements@chrims.com (925) 207-7021
Shannon Sturms Significant Players Program (925) 307-7019
losh Warren IT Department/Unsubscribes  {925) 307-7023

& Address Changes
Jeanny Nell Email Alerts, Website Issues (925} 307-7027

Mark Thurman General Questions (925) 307-7026

For all weekend issues please email settlements@chrims.com and someaone will

get back to you immediately.



Totalisator Changeover

3:45p.m.-4:30p.m.

Chris Korby (CARF)
Bryan Wayte (NCOWTInc.)
Jetf True (AmTote)



T

Legislative Issues &
20-Mile Radius Protection

4:30p.m.-5:00p.m.

Chris Korby (CARF)

Louie Brown (Kahn, Soares, & Conway)




MEETING

SIMULCAST NETWORK EXPANSION

OCTOBER 15, 2015

BACKGROUND INFORMA'1ITON

Offered by
CALIFORNLIA AUTHORITY OF RACING FAIRS




Merring
SIMULCAST NETWOREK EXPANSION

Prospective Discussion Ttems
Review and discussion of potential expansion opportunities for the
simulcasi network in California

Review and discussiom of polential adjustment to the radius of the
exclusivily zone around existing Fair satellite wagering facilities,

Review and discussion of the parimutuel distributions made by simulcast
operators to Fair satellite wagering facililies,

Review and discussion of YTELD TNTIEX
Establishment of a Reinvesiment and Capital Expenditure Fund.

Other related matters,



MEeeTING WITH TOC
June 28, 2014

Meeting Introduction and Ouverview

Many of us believe that there is an opportunity to expand the California
simulcast network in a manner that can create new revenues while
protecting and stabilizing important revenues flowing to the industry from
established simulcast locations. We would like to continue the
conversation on how all the stakeholders could agree to undertake this
CXpansiorn.

The statutes written in 1987 allowed [or creation of a network that took
California horse racing into a new cra: simulcasling. The network of
simulcast sites enabled by that legislation has generated tremendous
revenue for our industry in the years that it has operated.

As an example of revenues generated from simulcasting, let’s look at the
California Fair satellite wagering locations. Construction of the l'airs’
simulcast network began in 1987; many of California’s satellite wagering
facilities are located at Fairgrounds. Between 1987 and 2012, Fair satellites
generated over $16 billion in handle. (Please take a look at the wide-format
spreadsheet for a break-down of stakeholder disivibutions generaled from Fair
safellites 1987-2011.)

Let’s talk for a moment about background on the 20-mile radius around
race tracks and satellites.

In discussions prior to 1987, as the industry considered how it would
implement this new business of simulcasting, California racing associations
were very concerned about its polenlial impact on their exasting on-track
business. As a consequence, racing associations insisled thal the legislation
include a 20-mile radius of exclusivity around tracks and tracks operating,

Karby
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as satellites, In Lhe eventual legislation, the legislature extended this radius
to all satelliles and tracks.

In the years since 1987, the 20-mile radius has generated plenty of
controversy. l'or example, beginning in 1988, Sanla Anita denied LA
County lair a satellite; Golden Gate denied Pleasanton and Vallejo
satelliles for a number of years; Bay Mcadows denied San Jose, Afler
protracted discussions, and eventual payment of “Impact Fees” cach of
these situations was cventually worked out. 'T'ook about 10 years.

Maore recently, discussions arose again regarding the 20-mile radius and ils
effect on proposed mini-salellile locations around the state. Many in the
industry have recognized an opportunity for growlh that could be realized
by expansion of the satellite network. Once again, the 20-mile radius has
become an issue, albeit in a new context.

We think it's time (o lalk again about a sensible approach to network
expansion thal can accomplish several beneficial objectives: 1) breathe new
life into the existing satellite network; 2) protect an important revenue
source [or all industry stakeholders; 3) lake a comprehensive, statewide
approach to expansion of the simulcast network.

Let’s take a look at the opportunity that a 10-mile radius would open for
expansion of the network. Please turn to the population mapping analyses
that were sent to us by George Krikorian. These show the potential market
population that would become available around Northern California if we
were to reduce the 20-mile radius to 10 miles.

~-WALK THROUGH POPULATION MAPS WITH 10 AND 20-MILT RADII AROUND
EXTSTING 5IMULCAST LOCATIONS-

Kaorby
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First of all, San Francisco would become available as a potential simulcast
market, | think we all agree that this location has good prospects for
growth. San Francisco could probably support several siles.

Here's another example: let's take a look at the T{l-mile radius around
Vallejo, A reduction to 10 miles opens a market to approx 1.35 million
people. Keep going around the region: San Mateo 2.9 Million; San Jose
2.02 million; Pleasanton 1.59 Million; Fresno 858K; Stockton 714K; Turlock
609K,

These population numbers represent significant opportunities for growth.

RECENT IMPACTS ON ESTABLISHED SIMULCAST LOCATIONS

Al the same lime, we also need Lo talk about the importance of stabilizing
and protecting revenuc streams from cstablished sites in the network.
Existing satellites have gone through a period of destabilizing change in
recent years, We note the following impacts on existing sites.

¢ The advent of advanced deposit wagering crealed a major migration
of parimutuel handle from brick-and mortar facilities to on-line
transactions. This migration of parimutuel handle reduced not only
parimutuel handle at SWI’s but also had a negative impact on
attendance and non-parimuluel revenues associaled with atlendance
such as food and beverage, parking, cte. This migration has also hurt
special funds such as Vanning & Stabling that rely on reventues
generated only at CA simuleast locations,

¢ The number of racing days has been reduced. 'This reduction has
occurred in all zones statewide. Furthermore, late notice cancellation
of racing days has become more frequent; each time this happens,
satellites Tose money.

o The growth of Tribal casinos has exploded. In 1987 there were no

tribal casinos in CA; in 2013 there were sixly-three.

e The bankruptcy of a major CA racing entity in 2010 significantly
interrupted the flow of revenues to many racing recipients during

Earhy
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2010 and 2011. As a result of this bankruplcy, several satellite
facilities were forced to discontinue operations.

¢ Finally, the Great Recession of the last few years has dramatically
reduced available discretionary liquidity available to our racing
palrons.

These factors have resulted in the closurc of multiple satellite wagering
facilities since 2010. Two more closed in 2013, most recently in December.
Fach closure has resulted in yet another loss of revenues to purscs,
commissions and important industry funds such as the Vanning & Stabling
Fund.

[t's becoming clear that the existing economic model for salellite wagering
facilitics is not working. We believe that il’s lime for a new approach.

NEW APPROACH

If existing salellites are going to agree to a reduction in the 20-mile radius,
we propose that a sensible off-set would be to extend the new cconomic
modcl emerging for mini-satellites, i.e., 1% additional payment, to the
existing satellite network at I'airs.

We'd propose a modification of the new mini-satellite economic model that
would also include a plan for on-going reinvestmenl, capital cxpenditures
and funding for further expansion.

We propose thal in any existing satellite market in which a reduction to 10-
mile radius provides access to population of over 300,000 people, the
satellite facility would be included in a new Reinvesiment and Capital
Expenditure Fund as described in the accompanying documents.

T'o see the idea distilled down to its primary components, let’s take a look
al the document entitled Reinvestment and Capital Fxpenditure Fund.

Karlby
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~-WALK THROUGH DOCUMENT: RTINVESTMENT ANT CAPITAL EXPENDITURE
Funp

I'd like to note that some of the structures in this proposal are drawn from
a capital expenditure program that CARF operated for many years. This
program, known as the Equipment Replacement Fund, has wound down
since the elimination of state funding for Fairs. Unfortunately, the loss of
this funding also eliminated a major source of capilal reinvestment in
simulcast locations at Hairs.

CosT/ BENEFIT COMPARISON
Now that we've looked at the concepl, lel's take a look at the cost for a 1%
additional payment and fit the cost into a comparative framework,

We'd offer this comparative example for Northern California. An
additional 1% paid on the handle for all CARI' member sites in Northern
California would amount lo about $1.612 million per year. In return for
this reinvestment, staleholders would gain access to new markets of
several million people.

Let’s compare this cost to comparable revenues from an actual existing
satellite Jocation. I[ we compare this to an existing satellite facility, it
compares closely with revenues generated at Sacramento, This example
shows that if we were able to establish one satellite (acility in Northern
California comparable to Sacramento, the cost of expansion ($1.612M)
would be covered by the new revenuces from that new satellite.

Surely we could realize that level of business from a satellile in San
Francisco. Every new satellite thereafter would have the potential to yield
new incremental revenues to stakcholders.

Karby
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We've put statistical information in your packets lo assist in (he discussion.
We're ready to go over these matters in any depth of detail that may be
helpful and welcome further discussion.

As noted carlier, we see a good opportunity for growth in the simulcast
network along with a plan to stabilize, improve and upgrade cxisting
satellite locations. We're asking for TOC's support to move forward
together with this approach.

CLOSING CONSIDERATIONS

Reinvestment and Capital Expenditure Fund

A Remvesimenlt and Capilal Ixpenditure l'und would provide continuing
investment at satellite facilitics for the following purposes:

e Stabilize and help ensiire the financial viability of existing satellite
locations to protect a continuing flow of revenues to key industry
stakeholders (horsemen; tracks) and to important industry funds,
such as Vanning & Stabling Fund and the Simulcast Expense Fund.

¢ Infrastructure improvements to upgradc and enhance satellite
facilities in order to stay current with changing customer
preferences.

o For orderly and timely replacement of electronic equipment and
furnishings al CA satellile wagering siles

e For periodic facility upgrades as may be required by changes in the
industry, such as totalisator system upgrades or regulatory
requirements.

o lor emergency repairs due to fire, flood, earthquake, civil
disturbance, ctc., as may be needed from Lime Lo lime,

s Capital funding for development of new satellite or mini-satellite
facilities in California.

As noted in the opening remarks, we believe that there is an opportunity

righl mow to expand the California simulcast network while protecting

Karby
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imporlanl revenues from existing simulcast locations.  We've proposed a
plan that we believe could accomplish these objectives by reducing the
radius around simulcast locations and establishing a reinvestment and
capital expenditure fund that would support profitable simulcast locations
for the foresecable future. We ask the TOC to support this proposal in the
longer-term interest of racing in California,

Thanks for the opportunity to meet and discuss these important mallers.

Farby
June 2004
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California Authority of

Racing Fairs:

A California Joint Powers
Authority

9:00a.m.-10:00a.m
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FAIRS & RACING

HISTORIC RELATIONSHIP

The California Fairs are the very heart of horse racing. Since the early
days of exploration and settlement, people have come together enjoy the
festival of a season, a place, or a special event. When the people came
together, they came by horseback. They came to eat, drink, visit and, of
course, see who had the fastest horse. This is the historical legacy the
California fairs - this is where we race our horses and this is where we

have fun.

| GRANDSTAND

rganized racing began
during the Gold Rush.,
Stockton and Sacramenta
were the first to race in
the 1840%, Pleasantan
I followed in 1856 as a private venue
| before becoming a Fair.

The union of Fairs and horse racing
has deep roots in California's
political history. Modern pari-
mutuel wagering began in 1933
with the direct intentien of

J generating revenue for the State,
for Fairs (through the Fairs &

—— Expositions Fund) and far the
4 continued support of horse racing,

"
|

In 1987, Senator Ken Maddy,
expanded pari-mutuel wagering in
California by creating a statewide
satellite wagering netwaorls. Under
the provisions of SB14 Fairs and
existing racetracks became the
venue for off-track wagering,

LT v
g

|.II"| o -

As a consequence of this
legallzation and expansion, the
revenue generated by horse racing
for the benefit of Fairs has been
substantial. To this day Fairs and
harse racing share collaboratjve
benefits from pubically-owned, Fair-
hosted race meets,

In 19886, ten Fair racing associations
embarked upon a unique
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opperiunity offered by the law and
formed a single business entity
known as a "joint-powers agency.”

Established for the purpose of
conducting horse racing and pari-
mutuel wagering at fair facilities, the
California Authority of Racing Fairs
(CARF) was formed.

In 1987, this group pioneered satellite
wagering in California and now 14
member Fairs offer some form of
pari-muluel wagering activity.

Haorse racing is changing rapidly.
CARF works year-round to monitor
changes and trends in the industry.
With this expertise, CARF provides
support and representation to assist
in the sucessful operation of fairs and
satellite wagering facilitics.

CHRISTOPHER KORBY

Executive Director

CARF Staff

Directed by an elected Board of
Directors and supparted by dues,
CARF also manages more than 40
days of live racing events annually.

MISSION SATEMENT

The mission of CARF is to serve
the best interest of its members
by providing a unified yoice of
representation and asserting

a leadership role in the horse
racing industry. To accomplish this
mission we will continue to perform
sUpport services, seel news revenus
opportunties and canduct retated
husiness activities,

WE. the members of the CARF believe
that;

« Horse racing and fairs have
historical significance to the
American culture.

SUB-COMMITTEES

Senvices

Horse racing is an enterfainment
product,

The horse racing industry has

a positive econaomic impact on
California.

Cur product must be improved.
California fairs have a significant
financial interest in harse racing.
All traditional funding sources
are at risk,

Change is inevitable and a
positive response to change is
critical to our success,

Legalized gaming is an
acceptable activity for fairs,

We must be committed to the
furtherance of live racing in
Califormia,

CARF must provide Leadership to
the horse racing industry.

Unity is necessary te achicve
commen goals.



CALIFORNIA RACING
ORGANIZATIONS

CAL[FORNIA

Y M —

THDROUGHBRED 1S
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(CTBA'S INDUSTRY
MAGAZlNE |

CALIFORMIA AUTHORITY OF

RACING FAIRS {CARF)

CARF represents its membar Fairs in
mattars that relate to horss racing

and satallite wagering, CARF's seven-
member Board of Directors is chected by
its membership from amanagst member
Fairs. In hehalf of those Fairs that
conduct live racing, CARF negotiates
joint conlracts, manages cantractors and
wendors, prepares and suhmits license
applications, and manages Host Track
simulcast operations. On behalf of

its member Fairs conducting satellite
wagering, CARF prepares licensn

applications and provides administrative,
procedural, and technical supparl,
Contracts betweer Fairs and simulcast
arganizations relating to satellite
wagering are negotiated by and through
CARF, CARF formulates and represents
advocacy positions on legislative
matters [ concerl with Western Fairs
Assoclation and the Division of Fairs and

Expositions.

CALIFORNIA HORSE
RACING BOARD (CHRB)
Creatad In 1933 by constitutional

armendment, the CHRB has statutory
oversight of all horseracing in California.
Its nine comimlssioners are appointed

by the Governor. The Board hires an
Exevutive Director who administers Stall
requlatary functions, including licensing,
audits, and investigations. All racing
associations, satellite wagering facilitios,
and personnel must be licensed by the
CHRB.

RACING ASSOCIATIONS

Racing asseciations, with tho oxoepticn
of the Racing Fairs, aro private
organizations, operated lor profit,
licensed by the slale to conduct
horseracing, They may be canstituted
as partnerships, corporations, or real-
estate investment frusts. Private racing
assaciations In-California, with the
excoption of Del Mar and Oak Iree, awn
the venues at which they operate, Every

California horse racing Interests are represented by regulatory, non-
profit, for-profit and membership-based organizations.

\




racing association is allowed, and those
aboye A cerfain size are required, to

simulcast thoir races,

TOK

THOROUGHBRED
OWNERS OF
CALIFORNIA

HORSEMEMN'S ORGAMNIZATIONS

Ihe horsemen are the owners and
trainers of the horses that compete at
racing meelings conducted by the racing
associations. Horsemen share egually
with racing associations in the division
of simulcast rovenue and expenses,
Revenue to horsemen is distibuted In
the form of purses to winning horses.
Fach horseracing breed (Tharoughbred,
Cuarter Horse, Standardbred, Appaloosa,
et has g recognized associatlon
autharized to negotiate and contrack on
bhatf of its members. Thoroughbred
GWNers are represcntod by tho
Thoroughbred Owners of Calilfarnla
(ToC); Thoroughbred trainers are
represcntod by California Thoroughbred
Trainers {CTT); Standardbred {harnoss)
horsernen by the California Harness
Association {CHA)Y, guarter horses

by Pacific Coast Quarter Horsemen's
Azsociation (PCOHA) Arabians by ARAL,
Appaloosas by Cal Western Appaloosa
Racing Association; mules by American
Mule Racing Association (AMRA).

CALIFORMIA THOROUGHBRED
BREEDERS ASSOCATION (CTBA)
Founded in 1947 CT8A is a non-prafit
company dedicated to the advancemeant
of Thorpughbred braeding and racing in
California and is the official reglstering

agency far California-bred Thoroughbreds.

SIMULCAST ORGANIZATIONS:
MCOTWine and SCOTWinc

The original enabling legislation for
similcasting, 51314, provided that
the racing associations, the Fairs and

Lhe harsemen fonm an organization

to oversee and administer simuleast
activities, Two such organizations have
been formed: MNorthern California Off-
Track Wagering Hnc, (NCOTWInc.) and
Southern California OFF-Track Waoering
Inc. (SCOTWINC). See further description
bolow, They are responsible for
totalisalor (wagering computer) services,
satellite transmission, parimotuel clerks,
hanking, and accounting. Statute reguires
that satellite wagering Fairs have a
contract, approved by the CHRE, with Lthe

appropriate regional simulcast operator.

NCOTWIine.

Martharn California O-Track Wagering
Inc,, oversees the administration of
simulcast operations in Mortharn
Califernia. Its members are California
Authority of Racing Fairs (CARF,
hersemen (10C), and Golden Gate Fields.
MCOTWInG sets policy, managos contracts
for conduct of parimutuel wagering and
employs parimutuel personnel at off-

track simulcast facilities.

SCOTWInce,

SCOTWInc. Is the simulcast organization
set up under pravisians of 3814 in
Southern California. its members are
racing associations, a racing Fair, satellite
Fairs, and each horsemens association,
SCOTWInc, is & Limited partnership with
a corporation as tho goneral partneor,
SCOTWIng, administars simulcast
operations through its own staff and
contracted services. Contracts covering
satetlite wagering Fairs arc made directly

with SCOTWInc,
CALIFORNIA HORSE RACING

@CHRIMS

Inronmarion Mivaesiny Seinius

INFORMATION MANAGEMENT
SYSTEMS (CHRIMS)

Since 1992, CHRIMS has been providing
California racetracks with data

processing, accounting reports and
relaled servicas, including stalulery and
contractual distributions of wagering
takeout; simulcast host-fee settlemant,
drtailed purse calculations, money room
teller balancing/cash reconcilliation and
handle/poal acceunting reports,

CALIFORNIA MARKETING

| Wi I SeCe

CALIFOMKLA MARKETING COMM)
T

COMMITTEE (CMC)

Funded by the passage of Sanate Bill

27 i 1998, CMC s funded by a portian
of the wagering handle at California's
satellite facilitics with the oxpross
purpose of markating and promotlng Fair
and Thoroughbred horse racing, CMC
maintains subcommittees that focus an
industry marketing opportunitics and
initigtives throughoul the state. The CMC
Board of Directors consists of Fair, Track

and TOC representation.

RACETRACK CHAPLAINCY

A non-profit organization, the Chaplaincy
is-a ministry serying the spiritual, as well
as the sacial neods, of the hackstretch
and olther employees of the Califarnia
racetrack community. The organization
holds weekly hihle studies, jockeys room
devotions, ministry outreach picnics,
counseling and weaddings.

WINMERS FOUNDATION

Founded in 1984, the Winners
Foundation is & non-profll organization
that provides inforrmation, support and
referral services for employees and tamily
members of the California horse racing
community alfecled advershy as a result

of alcohol andfor substance abusa, With |

representatives at each of the California

tracks and [airs, the foundation provides
services free of charge,



TAKEOUT & COMMISSIONS

'MONEY ¢ N A.CING

In the excitement of cashing a ticket, players rarely think about the infrastructure,
people and time required to conduct a horse racing meet.

When a bet is placed on a horse race, the money goes into 3 pool with all of the other Like-wagers placed
on the race. The winners split the money in the pool, but only after a portion of the dollars bet are taken
out. This partion, called the “takeout’, covers the cost of conducting races mcLudIng taxes, operating
expenses, purses for races, profits to thE operator and other experises, The profits to the aperator, or racing
fair, are called “track commissions”. The profits to the satellite wagering facility operator on wagers placed
at an off-track facility are called "location fees”,

TAIKEOUT FOR ONTRACK WACERS”*

Becttors at the fair racetraclk can wager on live fair races, races from the Southern California traclks arnd
wagers from aut-of-state tracks. Each of those options have a different takeout structure and distribute &
different commission rate ta the fair,

Fair Races Southern California Races Out-of-State Races
Bet Ontrack Bet Ontrack Bet Ontrack

ToeM i BErtEs

ToWinning Bettars
19.74%

To W niming Hektors
79.93% g

i

Track Commissions Track Commissions

Track Commissions

825 _ 655 5.05% e
S Other lakenut Other Takeaut Other Takeour  -0G8UON Fees
Distributions Distributions Distribitions 1%
11.84% 14.09% 1421%

* Reference: 2016 TOC Publication, "Who Gets What: Where the Wagering Dollar Goes? Figures based oa tolal distiibutions for all 2014 Califarnia Thoroughbred ;mk@f
Fair race meets. Percentages are averaged for ease of understanding and will vary slightly from one race meet to the next depending on variable such as the mix of
conventional and exatic wagers and the fees negotiated on cub-of-state rmces, ‘




( TAKEQUT FOR OFF TRACK WAGERS®

Bettors at fair satellite wagering facilites have the same menu of wagering opportunities as ontrack patrons,
The takout distributions benefit both the track as “track comissions” and the fair operator as “location fees.”
The track commissions from a wager placed at a Southern California satellite go to the Southern California
track and the track comissiens generated from a Moerthern Califarnia satellite go to the Narthern California
trachk.

Live Races from CA Zone Live Races from Oppasite Zone Out-of-State Races
Bet at a Satellite™* Bet at a Satellite™ Bet at a Satellite™™

Te Winning Bettars
759, 26%

o Winnlrg Bettors
79.02%

To Winning Bettors
TH1E%

P

Track Cammissions Track Commissions Track Cammissions

4591% : 5,001 % ; 446% s
C¥her Takeout Lacazugn;;ees Other Takeout Lﬂm_}'ﬂ;ees Other Ta kst anazuré'lgaes
[ristribrutions = Distributions J Deslilbutions -
13.62% 14.85% 14.26M
\ #% Eyample for & Northern California satellice wagening facitity: Live Races from Horthern California Bet at a Sateflite, Live Races from Southern Callfornia Bet at a Satel-

lite, Out-of-State Races Bet at a Salellile




OTHER TAKEOQUT
DISTRIBUTIONS

DiSEHbLJElOﬂ"’ from [aheuut are apportmned to the various benal‘"cmnea according to a schedule
that includes region {MNorthern California or Southern Califernia racing), breed of horses
(Thoroughbred, Quarter Horse, etc), and whether the handle is generated on-track or off-track

The following sectlons describe major
distributions of Lhe =atellite pari-
mutirel. handle for Morlhern California
Thaoroughhreds.  Distributions for other
breeds and regians are similar,

RETURMED TO WINNING
BETTORS

AlL money wagered on losing horses is
dividod up for paymeant o the winning
bettars and othaer beneficiaries,
Winning bettars receive the largest
portion of pari-mutuel distribnitions.

RACING ASSOCIATIONS

Racing associations derive a significant
portlon of their revenues from
commissions on pari-mutuel handle
generated at satellite facllities. The
association comimission is equivalent
to the Purses, or Horsemen's,
Commission,

PURSES PAID TO HORSEMEM
The commission for payment of
purses is racing’s machanism of self
sustenance, A percentage of the
hiandle, equivalent to the commission

paid the racing association, flows

back to the owners of winning

hotses. Purses are normally paid,

in dimlnishing amounts, based an

the order of the herses finishing the
raca. Assaciations may supplemernit
the purses from time to time, but the
primary source of purse money derives
from a portion of the handls,

STATE OF CALIFORNIA

The State receives a license fee from
racing conducted at Fairs, The funds
are paid to the California Department



of Food & Agriculture,

DISTRIBUTION FOR SIMULCAST
EXPENSES

(Paid ta NCOTWInc,)

This distribution is used for payment
of satellite wagering expenses such
as satellite transmission, totalisator,
and off-track pari-mutuel labor. Any
portion of this fund left unspent after
expenses are paid is divided equally
botween the horsemen and the
association.

COMMISSION TO SATELLITE
FACILITY - 2% LOCATION FEE
Each satellite wagering facility
recaives 2% of the handle generated
from its operation, In the pari-
rmuetiie| reports, this is shown as

a Location Fee, This constitutes
approximately hall of the gross
operating revenue. Admisslons,
parking, and concessions constituto
the other half.

DISTRIBUTION FOR PROMOTION
& MARKETING

{Paid to California Marketing
Committes) A proportion of handle
flows to a fund used for promotion of
horse racing and satellite wagering.
This maney |5 administered by the
Callfornia Marketing Committes
(CMO). Fair satellite facilities receive
an allocation for marketing and
prametion from this fund. CARF
coordinates marketing plans and
budgets with individual Fairs and the
CMC,

BREEDERS' AWARDS

This portion goes to breeders of
winning harses as an incentive to
successful operations and for financial
support of California’s Thoroughbred
hreeding Industry.

STABLING AND VANNING FUND
This fund helps pay the expenses of

keeping and transporting horses. [t
helps ensure the long-term vitality of
the racing economy by off setting the
high cost of stabling and moving fine
competitive racehorses.

LOCAL GOVERMNMENT

Local government may receive 0.33%
of handle generated at each satellite
location. This goes to the municlpality
or county inwhich the facility 1s
located or to a combination of both.
The Local government must formally
request payment; if it does not, the
money reverts to the State.

UC DAVIS EQUINE VETERINARY
RESEARCH

The Veterinary School at University

of California, Davis has a waorld-re-
hownad Equine Research Facility. This
fund helps sustain that education and
research facility,



LIVE RACING FAIRS

2015

It was a challenging summer far the
Morthern California fair racing <ircuit
as it raced head-to-head with Emerald
Daowns in Washington, where purses
had bean boosted by 20 percent.
Supplementing the Catitornia harse
population with out-of-state runners
auring the summer has long been

the backbone of fair racing, But now
Ermerald Downs looked increasingly
attractive far horses shipping from
Arizana, Mew Mexice, Oregon, and ldaho.

The Catifornia Authority of Racing Falrs
[CARF) mel the challenge by expanding
its trainer incentive program, which
offers cash bonuses for trainors

passing start thresholds at each fair.
Tharoughbred trainers making 59 starts
at the Pleasanton, Ferndate, Stockton,
and Fresno meets recaived a $500
bonus, while trainers making 10 or rmare
starts received $1,000. Bonuses af the
State Fair were even higher at $800 and
%1,500. Those incentives totaled more
than $160,000, plus another 355,200

in shipping incentives, The recruitment
program helped bring 166 harses to
Calitarmia, and those harses made a
total of 359 starts on the fair circuit,
[ar comparisan, the program racrullbed
175 horses Tor 328 starks in 2011, when
camgetitlon from Washington was not
as great.

The 2005 CART fair circuit encompassed
six racetracks racing a total of 44 days,
from June 18 Lo October 18, and offered
 balanced program by strengthening
thie purses for low-Level maidens

and first-level allowance minners,

Young trainers, including Jonathan
YWona, loshua Stein, and Marcia Slors,
halped expand the Wainer roster

CARF continued its Track Safety and
Malntenance Program. As in recent
seasons, a single racing secretary
provided oversight for the entire circuft,
And again, a single-credential VIP
program was available for harsamen
and bellors.

PLEASANTON

Far the second consecutive year, the
Alameda County Falr partnerad with one
of the most respacted racing operators
In Califurnia — the Oak Tree Racing
Association - to conduct the Oak Tres
at Pleasamtan meet and kick off the fair
circlitat the oldest ohe-mile racetrack
in America, In keeping with Oak Tree's
founding mission of "horsemen helping
horsemen,” purses were Increased

and more than $50,000 in shipping

and starting incentives were paid to
trainers by Oak Troe and the Alameda
Courty Fair. The 12-day meal lzalured
six thoroughbred stakes, including the
£100,000 Dak Tree Listatt. All-source
handle of $32,019, 748 exceeded tho
2014 handle of 431,800,636,

The Pleasanton suiface continued to
serve as an effective launching pad for
Z-year-olds, like Smaokey's Image, a colt
that broke his maiden opening Sunday,
and then wan the Fwerott Movin Stakes
on closing day, Smokey’s [mage wenl on
toowin three imore stakes, including the
Golden State luvenile at Del Mar.

Mare than $2 million in cash and
in-kind advertizing was spont on
advertising, markating, and promotions
to draw people Trom Lhe Bay Area and
surrounding commiunities to the fair and
race meet. “Spin to Win" prize wheels
were placed within the fairgrounds,

redeemable at the grandstand to drive
fair traffic to the races, thereby giving
same falrgoars their first experience
at a live horse race, Marketing efforls
targeted to racing included traditional
advertising, on-track promoetions, and
expanded television coverage through
partnerships with ADW companies.

SACRAMENTO

Beginning in 2015, the California State
Fair was granted an additional week of
horse racing, The resulting threa-wook
meat generated all-source handle of
$75441,230 in 11 days. Handle Tar
Lhe two-week meet in 2014 totaled
$15,677.878 in seven days. The 2015
average daily handle increased more
than % percent from 2014,

Sevaral an track promotlons were
designed 1o drive falrgoers from the
three main admission gates to the Miller
Lite Racetrack Grandstand. For example,
each fairgoer receivod a-coupon with
admission, redeamahble at the races for
a free wager, a Lable for foar [n the turf
club, and other merchandise, Special
events at the grandstand included the
Best of Calitornia Brewfest, held on the
apran, where fans could watch tho races
and participate i a seminar on how o
salact winners and place wagers, while
sampling some of California’s best craft
beers. Anaother event, A Night at the
Races, was held in the clubhouse to
attract a young professional audicnce
and cxposo them to the track as a
social outlat. In addition, a slgnilicant
amuount of Lhe Stale Falr's advertising
was dedicated to creating awareness
about the three weeks of harse racing
Billkoards, television ads, signage, and
cotlataral matarials wera developed Lo




promote horse racing at the fair. Safety
and comfort improvements for horsemen
included a new satety rail, misters in the
Lest barn, a logse-horse alert systerm, and
other renovations. A $500,000 upgrade
ta 22 tack roovins, improverents to
water runeff, repainted tote board, and
enhanced sccurity an the hackside werne
completed in 2014,

FERMDALE

An aggressive recruitment program

for harses in ldaho and Orogon, apd
improvements to the racing surface and
stable area, helped bring in horsemean to
the Victorian Yillage of Ferndale, home
to the Humbeldt County Fair. The six-day
meet offered clght more races than it ran
the pravious year, and this resulted in 54
more starts, Average Tleld size remalned

steady at six horses per race. A total of

118 starts were made by horses from out
of state,

Effurts to attract patrons included &

beer garden in the newly developed
Friendship Square and a surf and turf
harhecue contest, hasted hy former
Farndale resident and Food Motwork star
Guy Fleri. These fairground promotions
helped generate an 11-percent increase
in an-traclk attendance, Racing an
Fridays, Saturdays, and Sundays, the 20145
meet ganerated all-sourco handlo of
36,632,598, compared with 56,262,844 in
2014, On-track handle was up 8 percenl,

STOCKTON

Predictions of a heat wave and an
irreqularity in the racing calandar
presented challenges Tar the 2015 San
loaquin Fair in Stockton. Temperatures
were predicted to hit 107 degrees during
the first two days of the six-day meet,
The heat wave naver carme, but the
foracast was enough o detar haersamen
and fans from attending opening
weekand.,

I addition to waather hardships, tho
racing schedule adopted in May called for
twa weekends of racing al Stockbon, &
return to Golden Gate Fields for two
weeks, and then a two-week meet at
Fresnno, The schedule made it easier for
trainers to sit out Stockton, espocially
when excessive heal was predicted

@ PLEASANTON

June 18-July 5{12 Days)

@ SACRAMENT

July 10-26 (117 Days)

@ FERNDALE

August 21-30 (6 Days)

© STOCKTON

Sept 11-20 (6 Days)

Qctober 8-18 (? Days)

lInderstandably, all-source handle of
$13,311,942 was down from F14, 794,458
over the same number of days in 2074,
On-track handle declined by over 9
percent.

FRESHO

The Big Frosng Fain known for its packed
grandstand apron, especially on Fridays
when racing |s a popular soclat evenl,
brought the 2015 Morthern California
fair circuit toa close on Columbus Day,
Octoher 18, All-source handle for the
nine-day moet was $19,114,469, which
wis virLually evan with handle Tor Lhe
nine-day meet in 2014, On-track handle
was essentially unchanged. The 2015
meet faced a scheduling challenge, with
two weeks at Goldoen Gato

Fields inserted between Lhe Fresno and
Zan loaguin County Fair meets, which
made it more difficult to persuade
harseman in the Bay Area to ship horses
to the Central Valley. Monetheless, the
average feld slze of 6,62 was up slightly
from the 2014 average of .54, The $2.8
rillion Fresno County Historical Museum
was apen for the first time during the
fair, The muscum contains a section
dedicated to Califarnia Chrome, the San
Joaguin Valley-born Kentucky Derby
winner and 2014 Horse of the Year,
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2015 LIVE RACING

Annual Report - Racing Year 2015 (12/26/14 through 12(22/2015)

Racing Fairs Total
Host Alamada Califomnia Fresno Humbaldt  San Joaguin
Caunty State Fair District Counly Caunty
Days 12 11 ) ] B 44
Slarlers 743 B0 bitial 324 aa0 2,684
Mumber of Live Races 112 5] 4 54 55 401
#iverane Field Size Per Race .63 5,35 [.62 a.00 424 G.44
Brick and Morkar Bets in California
On Track:
i Live Races 063565 1,205,487 2,280,535 630,408 dra0h§ 7,595 430
8 Other Califomia Tracks {Infrastato) 792358 433718 303,292 1LERD 136,134 1,673.732
€ Races run autsids California 51,847 560,342 207, 255 020 223453 1983820
Total 4 847 74 2 220 548 3 75 480 BoE, AT T4 Ban 11,264,098
i Track in Host's Zone:
€3 Live Races 1,738,796 1,386,831 1,040,019 360934 B41,570 5,177,162
& Other California Tracks {Infraslate) 274530 2991373 2126819 n75A51 1326517 9,763,961
@& Races run oulside Califomia GARIDEE 6083012 3851500 14338 3801258 21138235
Tatal 10644185 10,461,217 TTIET 2,285,204 4,568,385 36,080,348
@ Off Track Cutside Host's Zons 3,506,547 817,063 1,674 37 he0 674 1,098,169 Q827173
ADW in California;
Q Live Racos YRR 449,173 A06, 592 750 171,867 1,778,288
£} Clher Salifomia Tracks 1,794,147 2,545,605 1,116,203 957 (4% GE0 394 7133678
il Racas run outzida Califomia ARO7 A2 4. 806,404 2869495 1413321 2802403 16,788, 748
Tofal T2 003 7A51 467 4 2R3 20 2,408,290 3534665 28,700,714
{0 Cutsida Host's zona 1,002,719 436,295 350,809 144 554 154 887 2 [1RB,304
TOTAL GENERATED 1M CALIFORNIA 70519 2EaBeRaD 640TTH GO49344 11,190,733 A4, 760637
Exports to Out of State
@ Comrminglad B.545,.850 A,307 BET 4,671,857 1,192 531 2217 150 20,435,075
8 Non Marged 57076 494512 247,330 85807 157104 | 1539869
TOTAL GENERATED QUTSIDE CALIFORMNIA 103,856 4,738 093 40149 337 1,278,427 274,254 22474044
TOTAL RACES RUM AT HOST TRACK
PLUS RACES RUN AT OTHER TRACKS IGE0%018 2R 393 6ERY 21,340,115 FAIEM O fASE4.087 [ 107 235,580
TOTAL MSTRIBUTED BY HOST® @ 2 METRE 25441530 19414 464 A6320509 12311947 0,620,008

*Excludes California beis placed oulside host's 2ane

* fteference; Abth Annual Report of the Califormia |orse Racing Board: & Surmmary of Fiscal Year 2014-15

Pevenue and Calendar Year 20115 meing in Califomia




EXPLANATION OF HANDLE CATEGORIES

ONTRACK WAGERS
Ontrack wagers on live Fair races.

Ontrack wagers on Southern California races.

OFF TRACK WAGERS

Off track wagers made at Morthern California satellites
on live Fair races.

Off track wagers made at Morthern Cali furma satellites
an Sauthern California races. £ -

Off track wagers made at Morthern Cahf&rn’i‘éw&ate[htes
on out-of-state and international races. | '; f

A1l Southern California track and sal.elthE handke an
live Fair races.

ADW IN CALIFORNIA

Internet wagers made in Morthern California on live
Fair races.

Internet wagers made in Morthern California on
Southern California races.

Internet wagers made in Morthern Calfornia on out-of-
state and international races,

Internet wagers made in Southern Califarnia an Live
Fair races

EXPORTS TO OUT-OF-STATE

Live Fair races exparted
to out-af-state and
international locations,

®

®

Handle from Caliente, Mexico
(which does not commingle
with the American pari-
mutuel system).

TOTAL HANDLE

m Excludes wagers made in
Southern Califarnia.

Ontrack wagers on ocut-of-state and internatianal races.

FOR RACIMNG
PURPOSES,
CALIFORMIA
IS.SPLIT INTO
A NORTHERMN
5 SOUTHERN
ZONE
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RACING FAIR

MA

MILLION

W Contributions

Through Ontrack Takeout Distributions,
Live Racing Fairs Provide Essential
Services and Revenues to Support the
Racing Industry in Northern California

CARF Mernber Fair Handle 2011-2015

TOTAL ONTRACK HANDLE §

DISTRIBUTIONS

CHRE Support Fee
CIFA F&E

City Tax

Equine (UC Davis)
Worker's Comp,
Lozation Fees
Fapense Fund (NCOTW, Inc.)
CMC Promotion
CHRIMS

Wanning & Stabling
Track Commissians
Purses

SB 1077

Owners (TOC)
Rreeders/Sires

T Qut-of-State Tracks

L f
DISTRIBUTIONS

55,793,568

301,915
400,538
184,11
55,794
117,856
95,614
1,081,265
45,053
9,011
273476
3,874,257
4.135,498
577,711
41,857
244,193

301,303

1,115,070

$223

THOUSAND

STABLING &
VANNING

Northern Calitarnia Stabiing and e iilof
Yanning fund.

THOUSAND:

CHRB SUPPORT

Distributions mae hough live
rading Fairstosupporl CHRR
Mlministraten ard programs,

INDUSTRY
DISTRIBUTIONS

Inihustry distributions include CHRS Suppen
Feaet, LT Dins, Worker's Comip., Lacation
s, Frpiense Fund, CMC Pramation,
CHRIMS Addministeation and Stabling and
Vanning Fund.

(
ATTENDEES

Fair aittracked 0% million
attenders, making the Fairs
tha ideal place ta introducs
pecple to radng,

:ﬁra-o_

MILLION




N TOTAL HANDLE

' 8l Tolal CARF | ive Racing Fair Dnteatk
MILEION

i
g

i
I
{___

DISTRIBUTIONS

Approximately 80% of total handie is
paic back @ winning bettars and 0% is
relaitedd In dlistrititions made to the
Slate of Calitornla, Norsemesn and the
Rading Ingustry.

CARF LIVE RACING FAIR fa
HANDLE & DISTRIBUTIONS . —— — [E&Ill
2011-2015

THOUSAND
CDFA F&E

Paic fo Support F&E

HORSEMEN

\ r Paid Io Horsemen through Purses,
MILLION Breader's Incentives and TOC

Administration,
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CARF LIVE RACING
MEMBER SERVICES

— P — —_—

i

RACING OPERATIONS

CARF works with Racing Fairs
on preparation, submission and
presentation of CHRE License
Applications.

Provides Racing Office computer
systern (all computer hardware/
peripherals) and application
software (Equibase) and manages
service, technical support and
transpartation.

Fravides and manages Paymaster
services, including Paymaster
{CARF employee) bank accounts,
audits, payment of all purse
moneys to awners and all other
distributions of payment 1o
various recipients,

Telecommunications: provision
of voice, fax and data lines
necessary to support racing,
totalisator and simulcast
operations,

Provides accounting,
reconciliation and distribution
of all parimutuel commissions,
purse, license fees and other
distributions.

Coordinates development

and management of purse
schedule through Fair Circuit,
in cooperation with Fair Racing
Secretaries and Thoroughbred
Owners of California

Provides Consolidated Purse
Fune management and
accounting.

Provides marketing coordination
through circult,

Manages contracts far daily
racing program production,

printing and distribution.

Manages Condition Book
production and distribution.

Manages contracts and logistics
for provision of lJumbo Video
Screen,

tanages contract for Starting
Gate,

Manages contract for Photo
Finish.

Total Carbon Dioxide (TCOZ)
testing.

Furnishes electronic timing
systern with operator.

Oversees TV Replay System for
Officials.

Manages provision of Temporary
stalls,

Coordinates provision of Mobile
offices for racing operations.

Draily, on-site management

and owversight of all operations

above, alung with management,
coordination and disposition

af other matters that may arise
from time to time in the course
of conducting racing at Fairs.

Active liaison, representation and
advocacy with ontrack Stewards
and with senjor CHREB officials.

Manages cansolidated purses’
program,

—— —_—

CONTRACTS WITH
HORSEMEN'S
ASSOCIATIONS

MWegotiate contracts with
horsemen’s associations, as
required by statute

Thoroughbred Owners of
California

Cal Western Appaloosa

Pacific Coast Quarter Horse
Assaciation

Arabian Racing Association of
California

Racing Mule Association

California Tharoughbred Trainers

LABOR AGREEMENTS

taintains membership in
Federation of Califarnia

Racing Associations to provide
representation in racing industry
employer group for labor union
negotiations.

Local 280 Pari-Mutuel Employees
auild

Local 1877 {farmerly Local 39%)
AFL-CIO Service Employees
Internatianal Union Valets and
receiving barn persannel

Local 495 International
Brotherhood of Teamsters,
Chauffeurs, Warehousemen and
helpers of America

Mote: Assist Starters now with
Teamsters Local 495 but under a
separate agroement

—_— =



RACETRACK SAFETY AND
MAINTENANCE PROGRAM

CARF developed this program
and prowides management
oversight throughout Fair
circuit,

Worles with Division of Fairs and
Expositions to maintain funding
support.

Cantracts with Steve Waood,
Trackmaster, Inc., to provide
expert consultatien and
oversight of Fair track
fmaintenance.

Provides specialized John Deere
tractors used for maintaining
track surfaces.

Cwns and provides custom-built
water truck (2001 Sterling).

Cwns and provides rock picker
(added 2003).

Owns or provides harraws,
floats, and other miscellansous
equipment required for track
maintenance.

Manages all planning, heavy
equipment transportation and
logistics.

Provides daily, on-site
management, key personnel and
oversight.

Administers lockey Club Equine
Industry Database for CARF
member Fairs.

RECRUITMENT PROGRAM
FOR OUT-OF-STATE
HORSES

Organizes and conducts out-of-
state recruitment of horses to
run at Morthern California Fairs.

Manage payment of incentives,

Traclk and report on results of
Recruitment Pragram,

PARI-MUTUEL WAGERING
OPERATIONS

Maintains totalisator contract

MOTWInG agregment for
Marthern California simulcast
network

YouBet.com Advanced Deposit
Wagering

TVG Advanced Deposit
Wagering

¥press Bet Advanced Deposit
Wagering

TwinSpires Advanced Deposit
Waunering

Provides all accounting,
reconciliation, banking for ADW
wagering operations.

PERSONNEL

Kacing Secretary

Track Safety and Maintenance
Manager

Morning Fitness Vat
Veterinarian

TCO02 Technician

Track Maintenance Crew Chief
Harse Ambulance Driver
Clocler and Timer

Paymaster

Program Manager

Track Announcer

Stewards Aido

locks' Room Cook

WEB SITE OPERATION

Manages racing Website www.
calfairs.com on behall of Fairs
which conduct Live racing,

= Confracks with information
service providers.

= [Daily management and
administraticn of racing
information provided ta racing
fans on Website.

SIMULCAST OPERATIONS

« (ARF manages cantracts for
satellite transmission of TV
signal ta intrastate, interstate
and international locations.

= Manages TV Production
far on-track and simulcast
CovErage,

= Manages telecommunications
support: provisian of voice,
fax and data lines necessary to
suppart simulcast operatians,

= Furnishes back up electrical
Qeneratars.

+ Provides accounting,
reconciliatian, banking for
simulcast operations,

«  MNOTWInc contract for Morthern
Californla simulcast network

= Manages contracts for out-
of-state simulcast sites and
distribution of daily racing
programs and other simulcast
informatian.

+«  Payment of commissions,
purses, license fees and all
other distributions from

simulcast operatian.




Making Races Go:

A Racing Office Overview

10:00a.m.-10:30a.m.

Tom Doutrich (CARF)
Linda Anderson (CARF & GGF)



Keeping Tracks Safe:
CAREF Racetrack Safety &

Maintenance Program

10:30a.m.-11:00a.m.

Larry Swartzlander (CARF)

"balin f - NG




A View from the Seats:

Betting 101 & the Future of
Gambling

11:00a.m.-12:00 noon

Larry Swartzlander (CARF)
Bryan Wayte (NCOTWInc.)
Doug Gooby (Fair Mutuel Manager)
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Backstretch / Retirement Fund, A percentage of ADW
handle is dedicated to traineradministered pension
plans for backstretch personnel and a wellare fund
established far the henefit of horsemen and baclstretch
personnel,

Breeders Incentives. From essentially every wager
placed in California or on one of aur races, a portion s
earmarked for California Thoroughbred Breeders Asso-
ciation incentive awards and programs, including Califor-
nia Cup Day.

CHRB, Pursuant to California Racing Law Section
19616.51,all racing associations and fairs contribute a
percentage of their license fee reduction menies to fund
the California Horse Racing Board and the equine drug
testing program.

CHRIMS. An amount not to excead 0,05% of the total
amount handled by each satellite wagering facility goes
o support the nonprefit erganization designated by the
CHREB for purpases of maintaining a database of horse
racing information.

DIR. From ADW handle, a percentage is distributed to
the Department of Industiial Relations to cover costs as-
sociated with trainer audits conducted pursuant to Sec-
tion 19526. In addition, any amounts exceeding DIR costs
are forwarded to an organization designated by the
racing association or racing fair for the purpose of aug-
Mmenting a compulsive gambling prevention program.

Eqquine, This deduction benefits such agencies as the
Center for Equine Health, the California Animal Health
and Food Safety Laboratory, and the School of Veterinary
Medicine, UC Davis,

Expense Fund. By California statute, a portion of handle
is setaside to cover the costs of wagering operations
at, as well as delivering the signal to, California satellite
facilities.

F & E Fund. Muonies deposited into the Fair and Exposi-
tion Fund for fair prajects induding those involving
public health and safety, maintenance, pratection of fair
property,and enhancement of fair operations.

Hub Fee. For ADW handle only, a portion is retained by
the California licensed ADW provider (TVG, TwinSpires, ar
Apressbet, for example) as a commission,

Interstate Hosts. Forwagers made in Californla on out
of-state tracks, a cammission is paid to the out-of-state
host. This commission is negotiated by the California
track or California ADW licensee with each of the send-
ing tracls.

License Feas, On all wagers placed at Califarnia tracks
and satellite locations, a statutory lax is paid to the State
of California, most of which goes to the California Horse
Racing Board and the Division of Fairs and Expositions.

Local Tax. Tax revenues to local municipal or county
governments are also derived from wagering handle.
For instance, the city of Arcadia receives ane-third of ane
cent of every dollar bet at Santa Anita.

Location Fee, Forwagers made at off-track locations
and through ADW providers, a percentage is paid to Cali-
fornia off-track wagering facilities to cover their operat-
ing costs,

Qut-of-5tate. From wagers placed aul-of-state on Cali-
fornia races, the halance of the takeout rate abave the
fee paid for a race is retained by the locations where the
bet was placed. Because out-of-state sites retain these
funds, California statutory distributions are deducted
only fram the simulcast fee received by Callfornia racing
interasts, The simulcast fee is a negotiated fee and varies
depending on the location.

Promotion, Pursuant to California Racing Law Section
19605.73(c), these funds are distributed 1o the statewide
marketing erganization (California Marketing Commit-
tee, or "CMC") for the promotion of thoroughbred and
fair horse racing and to defray the cost of workers' com-
pensation coverage for stable emplayees and jockeys of
thoraughbred trainers.

Track / Purses, After government, breeders, satellite,
and all other distributions, the racetrack and the horse-
men (for purses) divide the remaining takeout revenue,
roughly egually.

Van/Stabling, These funds, administered by the Sta-
bling & Vanning Fund, provide reimbursement for offsite
stabling at board-approved auxiliary training facilities for
additional stalls beyond the number of usable stalls at
the racing assoclation ar fair, and for the vanning of start-
ers on race days.

Workers Comp Fund, With the passage of AB 701

inte law in 2004, a 0.5% increase in exotic takeout was
earmarked to fund a multi-prong program intended to
reduce overall workers' compensation costs at the track,
including a starter-fee payment to owners.




On Track

Bettors at the track can wager on:

1) Llve races;

2) Out-of-zone races (Morth — South); and
3) Out-of-stati raceas,

The distributions for each of these wagers are as follows:

Live Races Bet On-Track
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Off Track

Gettars at offtrack locations have the same menu of wagering
apportunities as do on-track patrons — live, out-of-zone, and out-of-
state. Since there Is no actual racing at the off-track wagering
facilities, “live” refers anly to races conducted at the track within their
zona. For instance, for Southern California off-track wagering
facilities Santa Anlta races are considered *live" races. As such, the
distributions are as follows:

Live Races Bat Off-Track
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ADW

California AW wagers are thase placed by Californla residents an
races originating anywhere in the world. Forease of understanding,
the distributions for advance depaositwageting (ADW ) are |llustrated
in two cateqories — wagers made oy Californla races, and those on
imparted races. Dne difference ls thal there 14 no uut-of-state "host
fee”involwed with bets made on California races,

ADW on California Races
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Qut-of-State

In reality, there are anly Lwo factors to consider when looking at
out-of-state wagers on California races — the Lype of bet placed
and the simulcast rale paid, Because wagers are being made from
a myriad of locations — from other tharoughbred tracks around |
the country, to storefront off-track betting parlors, to the hames
of individuals placing telephone or internet wagers, to sophisti-
cated offshore rebate facilitators — simuleast rates can vary signifi-
cantly,

[t's important to remember that the maney returning to California
intercsts from out-of-state wagers is simply the net fee negoti-
ated with fach out-of-state lacatien. The distribution is shown
bolowe:

Wagers Made Out-of-5tate
Sncluaing AW
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