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AGENDA
CALIFORNIA AUTHORITY OF RACING FAIRS
BOARD OF DIRECTORS MEETING
JOHN ALKIRE, CHAIR
12:30 P.M., TUESDAY, OCTOBER 19, 2010
VIA TELECONFERENCE
Notice is hereby given that a meeting of the California Authority of Racing Fairs’ Board of
Directors will commence at 12:30 P.M., Tuesday, October 19, 2010.
AGENDA
I. Date, time and location of next meeting.
II. Approval of minutes.
III. Report, discussion and action, if any, on legislative matters.
IV. Report on Recent Appointments to CHRB.
V. Report, discussion and action, if any, on Annual CARF Audit by Gilbert & Associates.
VI. Discussion and action, if any, on Funding Allocations from CDFA Division of Fairs and
Expositions for FY 2010-11 and beyond.
VII. Report, discussion and action, if any, on Magna Bankruptcy Settlement.
VIII. Report, discussion and action, if any, on status of Mini-Satellite Projects
IX. Financials
X. Executive Director’s Report
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CALIFORNIA AUTHORITY OF RACING FAIRS
BOARD OF DIRECTORS MEETING
JOHN ALKIRE, CHAIR
12:30 P.M., TUESDAY, OCTOBER 19, 2010
VIA TELECONFERENCE

Notice is hereby given that a teleconference meeting of the California Authority of Racing Fairs
Board of Directors will commence at 12:30 P.M., Tuesday, October 19, 2010.
The Public and members of the California Authority of Racing Fairs Board of Directors may
participate from the locations on the following page or in person.

CARF Board of Directors Meeting
Toll Free Dial In Number: (800) 791-2345
Participant Code: 83711 #
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CALIFORNIA AUTHORITY OF RACING FAIRS
Teleconference Meeting Locations
Alameda County Fair
4501 Pleasanton Avenue
Pleasanton, CA 94566

National Orange Show
689 South E Street
San Bernardino, CA 92408

Solano County Fair
900 Fairgrounds Drive
Vallejo, CA 94589

Antelope Valley Fair
2551 West Ave. H
Suite 102
Lancaster, CA 93536

Riverside National Date Festival
46-350 Arabia Street
Indio, CA 92201

Sonoma County Fair
1350 Bennett Valley Road
Santa Rosa, CA 95404

San Bernardino Co. Fair
14800 Seventh Street
Victorville, CA 92395

Southern CA Fair
18700 Lake Perris Dr.
Perris, CA 92570

San Joaquin Fair
1658 S. Airport Way
Stockton, CA 95206

Stanislaus County
900 North Broadway
Turlock, CA 95380

Santa Barbara Co. Fair
937 Thornburg Street
Santa Maria, CA 93458

Tulare County Fair
215 Martin Luther King
Tulare, CA 93274

Shasta District Fair
1890 Briggs Street
Anderson, CA 96007

Ventura County Fair
10 West Harbor Blvd
Ventura, CA 93001-2706

The Big Fresno Fair
1121 S. Chance Avenue
Fresno, CA 93702
California State Fair
1600 Exposition Blvd.
Sacramento, CA 95815
Humboldt County Fair
1250 5th Street
Ferndale, CA 95536
Kern County Fair
1142 South P Street
Bakersfield, CA 93307
Monterey County Fair
2004 Fairground Road
Monterey, CA 93940
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San Mateo County Fair
2495 South Delaware Street
San Mateo, CA 94403-1027
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III.
Senate Bill No. 1072
CHAPTER 283
An act to amend Section 19605.73 of, to add Sections 19601.02, 19605.74,
and 19642.1 to, and to add Article 9.1 (commencing with Section 19604.5)
to Chapter 4 of Division 8 of, the Business and Professions Code, relating
to horse racing.
[Approved by Governor September 23, 2010. Filed with
Secretary of State September 24, 2010.]

legislative counsel’s digest

SB 1072, Calderon. Horse racing: statewide marketing organization:
Breeders’ Cup promotion: wagering deduction: exchange wagering.
(1) Existing law authorizes a thoroughbred association or fair, subject
to approval by the California Horse Racing Board, to deduct from the
parimutuel pool for any type of wager, a specified percentage for the meeting
of the thoroughbred association or fair that accepts the wager.
This bill would require every thoroughbred association or fair that
conducts a live race meeting to deduct an additional 2% of the total amount
handled on exotic wagers requiring the selection of 2 wagering interests,
and 3% on exotic wagers requiring the selection of 3 or more wagering
interests. The bill would require that these funds be distributed into the purse
account of the meet conducting racing in the zones in which the wager was
placed, to be used to augment overnight purses.
This bill would require any thoroughbred racing association or fair that
authorizes betting systems located outside of this state to accept wagers on
a race to retain from the total amount received from the out-of-state betting
system, less certain specified deductions made pursuant to existing law, the
incremental amount received as a result of the 2% or 3% takeout on exotic
wagers required by this bill, for distribution as overnight purses. This bill
would require that the method utilized to determine the incremental amount
received as a result of the takeout increase be established by agreement
between the various affected thoroughbred racing associations and fairs,
and horsemen’s organizations. If these groups are unable to agree as to the
method of determining the incremental amount received, this bill would
require the board to determine the allocation method after holding a hearing.
For a thoroughbred association hosting the Breeders’ Cup Championship
series, this bill would require the amounts collected pursuant to the above
provisions requiring that 2% or 3% be deducted from the amount handled
on exotic wagers be set aside for the purpose of promoting and sponsoring
the Breeders’ Cup. The bill would require the thoroughbred racing
association hosting the Breeders’ Cup to enter into an agreement with the
organization that operates the Breeders’ Cup regarding the expenditure of
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the funds, as provided, and would require a written report be made to the
board regarding how the funds were utilized.
(2) Existing law provides that the California Horse Racing Board shall
have all powers necessary to carry out the purposes of the Horse Racing
Law, such as adopting rules and regulations to protect the public, allocating
dates for and controlling horse racing and parimutuel wagering, and
enforcing all rules and regulations.
This bill would authorize exchange wagering, defined by the bill as a
form of parimutuel wagering in which 2 or more persons place identically
opposing wagers in a given market, provided that the entity offering
exchange wagering is licensed by the board and has entered into an exchange
wagering agreement between the licensee, the applicable racing association
or fair conducting live racing, and the horsemen’s organization responsible
for negotiated purse agreements for the breed on which exchange wagers
are accepted, as provided.
The bill would invest the board with the full power to prescribe rules,
regulations, and conditions under which exchange wagering may be
conducted in California, except that the bill would require the board to
develop rules that prohibit certain persons associated with an entrant in a
particular race from placing an exchange wager on a race involving that
entrant, that prohibit the placing of exchange wagers on previously run
races, that require the exchange wagering licensee to provide information
to the person placing the wager, that prohibit the use of automatic or quick
picks to place an exchange wager, and that prohibit the displaying of the
results of a wager using casino themes, as provided.
The bill would allow the board to recover any costs associated with the
licensing and regulation of exchange wagering by imposing an assessment
on the licensee. The bill would require that these funds be deposited in the
Horse Racing Fund, to be available upon appropriation by the Legislature
for the sole purpose of regulating exchange wagering.
The bill would prohibit the taking of exchange wagers by an exchange
wagering licensee prior to May 1, 2012.
(3) Existing law provides that unclaimed refunds from horse racing are
to be distributed to an organization that is responsible for negotiating
business agreements on behalf of horsemen, to be held in trust for the
purpose of negotiating an agreement with a jockeys’ organization to provide
health and welfare benefits to California licensed jockeys. Existing law
requires that the funds held in trust shall not exceed $450,000.
Pursuant to the above provision, this bill would require each exchange
wagering licensee to annually distribute the greater of $100,000, or an
amount equal to 0.001 multiplied by the total amount of exchange revenue
collected by the licensee in that year, to be used for the purposes specified
above.
(4) Existing law permits racing associations, fairs, and the organization
responsible for contracting with racing associations and fairs with respect
to the conduct of racing meetings, to form a private, statewide marketing
organization to market and promote thoroughbred and fair horse racing, and
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to obtain, provide, or defray the cost of workers’ compensation coverage
for stable employees and jockeys of thoroughbred trainers. Existing law
requires the marketing organization to annually submit to the California
Horse Racing Board a statewide marketing and promotion plan and a
thoroughbred trainers’ workers’ compensation defrayal plan for thoroughbred
and fair horse racing. Existing law requires 0.4% of the amount handled by
each satellite wagering facility to be distributed to the marketing organization
for the promotion of thoroughbred and fair horse racing, and to defray the
cost of workers’ compensation insurance, as specified. Existing law repeals
these provisions on January 1, 2011.
This bill would extend the operation of these provisions until January 1,
2014, when they would be repealed. The bill would specify that its provisions
allowing for the formation of a private statewide marketing association
apply to thoroughbred racing associations, fairs, and the organization
responsible for contracting with thoroughbred racing associations and fairs
with respect to the conduct of racing meetings. The bill would specify that
the marketing and promotion activities that the marketing organization may
engage in include, but are not limited to, the establishment and maintenance
of an Internet Web site, players incentive programs, and the funding of
promotional activities at satellite wagering facilities.
This bill would change the amount to be distributed to the marketing
organization for the promotion of thoroughbred and fair racing from an
amount equal to 0.4% of the amount handled at each satellite wagering
facility to an amount not to exceed 0.25%, and would delete the provision
allowing for the funds to be used to defray the cost of workers’ compensation
coverage for stable employees and jockeys of thoroughbred trainers. The
bill would require that the initial distribution be 0.2% of the total amount
handled by satellite wagering facilities for thoroughbred and fair meetings
only and would allow the board to adjust this amount to an aggregate of
0.25% of the total amount handled by satellite wagering facilities for
thoroughbred and fair meetings only.
The bill would, with respect to the statewide marketing and promotion
plan, instead require the marketing organization, by November 1 of each
year, to submit a written report to the board on the statewide marketing and
promotion plan for the upcoming calendar year, and would additionally
require the marketing organization to annually present to the board at the
board’s November meeting a verbal report on the statewide marketing and
promotion plan for the upcoming calendar year. The bill would delete the
requirement that the marketing organization submit to the board a
thoroughbred trainers’ workers’ compensation defrayal plan. The bill would
also require the marketing organization to quarterly submit to the board a
written report that accounts for all receipts and expenditures of the promotion
funds for the previous 3 months.
(5) Existing law authorizes the board, in performing its responsibilities,
to participate in the affairs of associations having as their purpose the
interchange of information relating to racing law enforcement, the licensing
of horse racing participants, the registration of race horses, the tabulation,
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analysis, and publication of statistical information based on parimutuel
handles and the distribution of proceeds, and to conduct research regarding
horse racing accidents, and the detection of drugs on race horses, among
other things.
This bill would provide that, in addition to certain specified distributions,
an amount not to exceed 0.05% of the total amount handled by each satellite
wagering facility shall be distributed to a nonprofit organization designated
by the board for the purposes of maintaining a database of horse racing
information to further the purposes of the above provision. The bill would
state that the amount distributable to the nonprofit organization shall initially
be 0.05% of the total amount handled by each satellite wagering facility
and may be adjusted by the board, in its discretion. The bill would require
the nonprofit organization to submit an annual budget and file quarterly
financial statements with the board.
(6) By imposing new requirements under the Horse Racing Law, the
violation of which would be a crime, this bill would create new crimes and
would thereby impose a state-mandated local program.
(7) The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state. Statutory
provisions establish procedures for making that reimbursement.
This bill would provide that no reimbursement is required by this act for
a specified reason.
The people of the State of California do enact as follows:
SECTION 1. (a) The Legislature finds and declares all of the following:
(1) The Breeders’ Cup Championship series of races is the preeminent
series of horse races recognized throughout the world.
(2) From the inaugural running in Hollywood Park 26 years ago, the
Breeders’ Cup has a rich and vibrant tradition in California, having been
run here eight times.
(3) The Breeders’ Cup Championship races have, for 2008 and 2009,
been held in California and have been an outstanding success, bringing
significant revenue and tourism to the State of California.
(4) In 2009, the Breeders’ Cup was held at Santa Anita racetrack located
in Los Angeles County, where it was attended by over 96,000 fans and
telecast to over 130 countries.
(5) The Los Angeles Economic Development Commission, having studied
the impact of the Breeders’ Cup Championship series being held in California
the last two years, has concluded that the events have brought an additional
$60,000,000 in economic impact to the State of California and Los Angeles
region each year, through added tourism and other economic impact, and
created over 500 direct and indirect jobs.
(6) The Legislature and the Governor of California recognize the
importance of the horse racing industry to this state, including the 50,000
jobs associated with the industry, and have taken significant steps to support
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the industry, evidenced most recently by the $40,000,000 in license fee
relief provided in 2009.
(7) An additional concern is that horse owners are not bringing their
horses to California because of prevailing lower purses and horses are
leaving the state in order to compete for higher purses offered in other states.
(8) California has one of the lowest takeouts on conventional win, place,
and show wagering, and the takeout on exotic wagering proposed in this
bill will be lower than that prevailing in some of the most prominent racing
jurisdictions.
(b) It is therefore the intent of the Legislature to encourage the
organization operating the Breeders’ Cup Championship series to make
California the permanent home of the Breeders’ Cup Championship series,
and it is the intent of the Legislature, through the enactment of this act, to
provide substantial support towards that end.
(c) It is also the intent of the Legislature to make it more advantageous
for horses to compete in California racing by increasing the amount of funds
available for purses. The increased purses will result in a higher caliber of
racing with larger and more competitive fields, which, in turn, will improve
the attractiveness of California’s racing product and generate additional
funds for reinvestment in the industry.
SEC. 2. Section 19601.02 is added to the Business and Professions Code,
to read:
19601.02. (a) Notwithstanding Section 19610, every thoroughbred
association or fair that conducts a live race meeting shall deduct an additional
2 percent of the total amount handled on exotic wagers requiring the selection
of two wagering interests, and 3 percent of the total amount handled on
exotic wagers requiring the selection of three or more wagering interests.
(b) The funds collected pursuant to subdivision (a) from wagers placed
within the inclosure of a thoroughbred association or fair conducting a race
meeting, at satellite locations within this state, and from account wagers
originating within this state, shall be distributed to the purse account of the
meet conducting racing in the zone in which the wager was placed, and
distributed in accordance with subdivision (d).
(c) Any thoroughbred racing association or fair, when it authorizes betting
systems located outside this state to accept wagers on a race, shall retain
from the total amount received by the association or fair from the out-of-state
betting system, the incremental amount received as a result of the takeout
specified in subdivision (a) for distribution as overnight purses in accordance
with subdivision (d) without regard to the provisions of paragraph (1) of
subdivision (b) of Section 19602. The method utilized to determine the
incremental amount received as a result of the takeout increase specified in
subdivision (a) shall be established by agreement between the various
affected thoroughbred racing associations and fairs and the applicable
horsemen’s organization. Should the thoroughbred racing association or
fair and the applicable horsemen’s organization be unable to reach an
agreement as to the method of making such determination, the board shall
determine the appropriate allocation method after a hearing on the matter.
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(d) The amounts collected pursuant to subdivisions (b) and (c) shall be
utilized solely to augment and not supplant overnight purses. Within 90
days after the conclusion of a given meet, the thoroughbred association or
fair receiving funds pursuant to subdivisions (b) and (c) shall report to the
board the manner in which the funds were used to augment and not supplant
overnight purses at that meet.
(e) The board shall have the authority to postpone or revoke the
implementation of the takeout increase specified in subdivision (a) if the
board determines that the incremental amount that results from the
negotiations with the out-of-state betting systems is incrementally
insufficient.
SEC. 3. Sections 4 and 5 of this act shall be known and may be cited as
the Exchange Wagering Act.
SEC. 4. The Legislature finds and declares all of the following:
(a) The horse racing industry is economically important to California,
and the general welfare of the people of California will be promoted by the
advancement of horse racing and related projects and facilities in California.
(b) It is the intent of the Legislature, by authorizing exchange wagering
in California, to promote the economic future of the horse racing industry
in California, and to foster the potential for increased commerce,
employment, and recreational opportunities in California.
(c) The Legislature has determined that the California Horse Racing
Board is best suited to oversee, license, and regulate exchange wagering in
California.
SEC. 5. Article 9.1 (commencing with Section 19604.5) is added to
Chapter 4 of Division 8 of the Business and Professions Code, to read:
Article 9.1. Exchange Wagering
19604.5. (a) As used in this section, the following definitions apply:
(1) “Back” means to wager on a selected outcome occurring in a given
market.
(2) “Board” means the California Horse Racing Board.
(3) “Corrective wager” means an exchange wager placed by the exchange
wagering licensee in a given market, under circumstances approved by the
board, in order to address the impact on that market of the cancellation or
voiding of a given matched wager or a given part of a matched wager.
(4) “Exchange” means a system operated by an exchange wagering
licensee in which the exchange wagering licensee maintains one or more
markets in which persons may back or lay a selected outcome.
(5) “Exchange revenues” means all charges, fees, income, payments,
revenues, and deductions of any kind assessed or collected by, or paid or
delivered to, an exchange wagering licensee in connection with the
submission of any exchange wagers to the exchange wagering licensee by
residents of California and residents of jurisdictions outside of California

93

III.
—7—

Ch. 283

on the results of horse races conducted in California, and by residents of
California on the results of horse races conducted outside of California.
(6) “Exchange wagers” means wagers submitted to an exchange wagering
licensee to be posted in a market on an exchange.
(7) “Exchange wagering” means a form of parimutuel wagering in which
two or more persons place identically opposing wagers in a given market.
(8) “Exchange wagering account” means the account established with
an exchange wagering licensee by a person participating in exchange
wagering. An exchange wagering account may only be established or
maintained with an exchange wagering licensee by a natural person.
(9) “Exchange wagering agreement” means a written agreement by and
among the applicable exchange wagering licensee, the applicable racing
association or racing fair conducting live racing in this state, and the
horsemen’s organization responsible for negotiating purse agreements for
the breed on which exchange wagers are accepted, provided that the terms
and conditions for the permitted use of signal by the exchange wagering
licensee, and the compensation to the applicable racing association or racing
fair and the horsemen’s organization, include provisions for, but are not
limited to all of the following:
(A) Calculation of any and all amounts earned and payable to the
applicable racing association or racing fair and horsemen’s organization.
(B) Audit rights and conditions.
(C) Duration terms.
(D) Contractual remedies.
(10) “Exchange wagering licensee” means a person located within or
outside of California that is authorized to offer exchange wagering to
residents of California pursuant to this section.
(11) “Identically opposing wagers” means wagers in which one or more
persons offer to lay a selected outcome at the same price at which one or
more persons offer to back that same outcome, with the amount subject to
the lay being proportionately commensurate to the amount subject to the
back.
(12) “Lay” means to wager on a selected outcome not occurring in a
given market.
(13) “Market” means, in relation to a given horse race or a given set of
horse races, a particular outcome that is subject to exchange wagering as
determined by an exchange wagering licensee.
(14) “Matched wager” means the wager that is formed when two or more
persons are confirmed by the exchange operator as having placed identically
opposing wagers in a given market on the exchange.
(15) “Net winnings” means the aggregate amounts payable to a person
as a result of that person’s winning matched wagers in a pool less the
aggregate amount paid by that person as a result of that person’s losing
matched wagers in that pool.
(16) “Parimutuel” means any system whereby wagers with respect to the
outcome of a horse race are placed with, or in, a wagering pool conducted
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by an authorized person, and in which the participants are wagering with
each other and not against the person conducting the wagering pool.
(17) “Person” means any individual, partnership, corporation, limited
liability company, or other association or organization.
(18) “Pool” means the total of all matched wagers in a given market.
(19) “Price” means the odds for a given exchange wager.
(20) “Unmatched wager” means a wager or portion of a wager placed in
a given market within an exchange that does not become part of a matched
wager because there are not one or more available exchange wagers in that
market with which to form one or more identically opposing wagers.
(21) “Zone” has the same meaning as defined in Section 19530.5, as
modified by the provisions of subdivision (f) of Section 19601, except that
for the purposes of this act the combined central and southern zones shall
be considered one “central/southern” zone.
(b) Notwithstanding any other law, rule, or regulation, exchange wagering
by residents of California and residents of jurisdictions outside of California
on the results of horse races conducted in California, and by residents of
California on the results of horse races conducted outside of California,
shall be lawful provided that all of the following apply:
(1) Exchange wagering shall only be conducted by an exchange wagering
licensee pursuant to a valid exchange wagering license issued by the board.
(2) No exchange wagering licensee shall accept exchange wagers on
races conducted in California from a resident of California or a resident of
a jurisdiction outside California, or conducted outside California from a
resident of California, unless an exchange wagering agreement exists
allowing these wagers.
(3) Exchange wagering shall be conducted pursuant to and in compliance
with the provisions of the Interstate Horseracing Act of 1978 (15 U.S.C.
Sec. 3001 et seq.), as amended, this section, all applicable federal laws, and
rules and regulations promulgated by the board pursuant to this section.
(4) An exchange wagering licensee may only offer exchange wagering
on thoroughbred horse races, whether these thoroughbred races are conducted
within or outside of this state, to persons whose primary residence address
is in the northern zone of this state if it has an exchange wagering agreement
with (A) the racing association or racing fair located in the northern zone
authorized by the board to conduct a live thoroughbred racing meeting in
accordance with the provisions of Article 4 (commencing with Section
19480) at that time, or during the calendar period, when the exchange
wagering licensee is offering exchange wagering to persons whose primary
residence is in the northern zone of this state, and (B) the horsemen’s
organization responsible for negotiating purse agreements for a live
thoroughbred racing meeting.
(5) An exchange wagering licensee may only offer exchange wagering
on thoroughbred horse races, whether these thoroughbred races are conducted
within or outside of this state, to persons whose primary residence address
is in the central/southern zone of this state if it has an exchange wagering
agreement with (A) the racing association or racing fair located in the
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central/southern zone authorized by the board to conduct a live thoroughbred
racing meeting in accordance with the provisions of Article 4 (commencing
with Section 19480) at that time, or during the calendar period, when the
exchange wagering licensee is offering exchange wagering to persons whose
primary residence is in the central/southern zone of this state, and (B) the
horsemen’s organization responsible for negotiating purse agreements for
a live thoroughbred racing meeting.
(6) An exchange wagering licensee may only offer exchange wagering
on quarter horse races, whether these quarter horse races are conducted
within or outside of this state, to persons whose primary residence address
is in this state if it has an exchange wagering agreement with (A) the racing
association or racing fair located in the state authorized by the board to
conduct a live quarter horse racing meeting in accordance with the provisions
of Article 4 (commencing with Section 19480) at that time, or during the
calendar period, when the exchange wagering licensee is offering exchange
wagering to persons whose primary residence is this state, and (B) the
horsemen’s organization responsible for negotiating purse agreements for
the live quarter horse racing meeting.
(7) An exchange wagering licensee may only offer exchange wagering
on standardbred horse races, whether these standardbred horse races are
conducted within or outside of this state, to persons whose primary residence
address is in this state if it has an exchange wagering agreement with (A)
the racing association or racing fair located in the state authorized by the
board to conduct a live standardbred racing meeting in accordance with the
provisions of Article 4 (commencing with Section 19480) at that time, or
during the calendar period, when the exchange wagering licensee is offering
exchange wagering to persons whose primary residence is this state, and
(B) the horsemen’s organization responsible for negotiating purse agreements
for the live standardbred racing meeting.
(8) Exchange wagers are submitted to, and accepted by, an exchange
wagering licensee in person, by direct telephone call, or by communication
through other electronic media.
(c) A person shall not be permitted to open an exchange wagering
account, or place an exchange wager, except in accordance with federal
law, this section, and rules and regulations promulgated by the board. Only
natural persons with valid exchange wagering accounts may place wagers
through an exchange. To establish an exchange wagering account, a person
shall be at least 18 years of age and a resident of California or of another
jurisdiction within which the placement of exchange wagers would not be
unlawful under United States federal law or the law of that jurisdiction.
(d) The board shall approve, as part of the exchange wagering licensee’s
application for an exchange wagering license, security policies and
safeguards to ensure player protection and integrity, including, but not
limited to, provisions governing the acceptance of electronic applications
for persons establishing exchange wagering accounts, location and age
verification confirmation for persons establishing exchange wagering
accounts, the use of identifying factors to ensure security of individual
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accounts, and the requirements for management of funds in exchange
wagering accounts. An exchange wagering licensee may not accept a wager,
or series of wagers, if the results of the wager or wagers would create a
liability for the exchange wagering account holder that is in excess of the
funds on deposit in the exchange wagering account of that holder.
(e) Notwithstanding any other law, rule, or regulation:
(1) The board shall have full power to prescribe rules, regulations, and
conditions under which exchange wagering may be conducted in California
consistent with this section, including the manner in which exchange wagers
may be accepted and the requirements for any person to participate in
exchange wagering.
(2) Prior to the board promulgating rules, regulations, and conditions
under which exchange wagering may be conducted in California, the board
shall consider studies or comments submitted by interested parties on the
impact of exchange wagering on parimutuel betting and the economics of
the California horse racing industry to assist the board in developing rules,
regulations, and conditions for exchange wagering that are in the best interest
of the public and the California horse racing industry. The board may set a
time frame for comments and studies to be submitted by interested parties
and for the board to consider the studies and comments so as to allow
sufficient time, in the discretion of the board, to allow for the promulgation
of rules, regulations, and conditions for exchange wagering and the issuance
of licenses for exchange wagering prior to May 1, 2012.
(3) Notwithstanding paragraph (1), the board shall adopt the following
rules:
(A) An owner, authorized agent, trainer, jockey, jockey’s agent, driver,
or stable employee shall not place an exchange wager to lay any entrant in
a horse race that is owned in whole or part by that owner or the owner
represented by that authorized agent, trained by that trainer or stable
employee, ridden by that jockey or the jockey represented by that jockey’s
agent, or driven by that driver.
(B) No exchange wagers shall be placed on a market after the conclusion
of a live race. Exchange wagering on previously run races is prohibited.
(C) The exchange wagering licensee shall provide a person with
information on the race, including the track where the race will take place
and the names of the participating horses before the person may place an
exchange wager.
(D) The exchange wagering licensee shall require the person making the
exchange wager to select the specific race and horse for the wager. The use
of automatic, quick-pick, or similar features to aid in the placing of a wager
shall be prohibited.
(E) The results of a wager shall not be displayed through the use of video
or mechanical reels or other slot machine or casino game themes, including,
but not limited to, dice games, wheel games, card games, and lotto.
(4) The board shall have full power to prescribe rules, regulations, and
conditions under which all exchange wagering licenses are issued or renewed
in California, including requiring an annual audit of the exchange wagering
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licensee’s books and records pertaining to exchange wagering, and to revoke,
suspend, or refuse to renew a license pursuant to the authority granted to
the board in this chapter.
(5) The board may reasonably require licensure or registration of officers
or directors of any exchange wagering licensee.
(6) The board may recover any costs associated with the licensing or
regulation of exchange wagering from the exchange wagering licensee by
imposing an assessment on the exchange wagering licensee in an amount
that does not exceed the reasonable costs associated with the licensing or
regulation of exchange wagering. Funds received pursuant to this subdivision
shall be deposited in the Horse Racing Fund, to be available upon
appropriation by the Legislature for the sole purpose of regulating exchange
wagering.
(f) (1) The board shall not approve an application for an original or
renewal license as an exchange wagering licensee unless the entity, if
requested in writing by a bona fide labor organization no later than 90 days
prior to licensing, has entered into a contractual agreement with that labor
organization that provides all of the following:
(A) The labor organization has historically represented employees who
accept or process any form of wagering at the nearest horse racing meeting
located in California.
(B) The agreement establishes the method by which the exchange
wagering licensee will agree to recognize and bargain in good faith with a
labor organization which has demonstrated majority status by submitting
authorization cards signed by those employees who accept or process any
form of wagering for which a California exchange wagering license is
required.
(C) The agreement requires the exchange wagering licensee to maintain
its neutrality concerning the choice of those employees who accept or process
any form of wagering for which a California exchange wagering license is
required and whether or not to authorize the labor organization to represent
them with regard to wages, hours, and other terms and conditions of
employment.
(D) The agreement applies to those classifications of employees who
accept or process wagers for which a California exchange wagering license
is required whether the facility is located within or outside of California.
(2) (A) The agreement required by paragraph (1) shall not be conditioned
by either party upon the other party agreeing to matters outside the
requirements of paragraph (1).
(B) The requirement in paragraph (1) shall not apply to an exchange
wagering licensee which has entered into a collective bargaining agreement
with a bona fide labor organization that is the exclusive bargaining
representative of employees who accept or process parimutuel wagers on
races for which an exchange wagering license is required, whether the
facility is located within or outside of California.
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(3) Permanent state or county employees and nonprofit organizations
that have historically performed certain services at county, state, or district
fairs may continue to provide those services.
(4) Parimutuel clerks employed by racing associations or fairs or
employees of exchange wagering licensees who accept or process any form
of wagers who are laid off due to lack of work shall have preferential hiring
rights for new positions with their employer in occupations whose duties
include accepting or processing any form of wagers, or the operation, repair,
service, or maintenance of equipment that accepts or processes any form of
wagering at a racetrack, satellite wagering facility, or exchange wagering
licensee licensed by the board. The preferential hiring rights established by
this paragraph shall be conditioned upon the employee meeting the minimum
qualification requirements of the new job.
(g) Notwithstanding any other law, rule, or regulation, an exchange
wagering licensee shall not be required to include any pools of exchange
wagers in the wagering pools at the racing association or racing fair
conducting the races, nor shall an exchange wagering licensee be required
to retain, withhold, or take out any amounts from any exchange wagers,
except as expressly set forth in the applicable exchange wagering agreement.
(h) Subject to the approval of the board, an exchange wagering licensee
shall be permitted to collect exchange revenues in the manner and amounts
determined by the exchange wagering licensee, including, but not limited
to, assessing a surcharge on any person’s net winnings.
(i) Notwithstanding any other law, rule, or regulation, the board shall
require all of the following:
(1) Each exchange wagering licensee shall distribute all moneys in each
pool, net of any fees, charges, or deductions of any kind assessed or collected
by the exchange wagering licensee in connection with matched wagers in
that pool, at the conclusion of the race or races associated with that pool.
(2) Each exchange wagering licensee shall distribute the portions of the
exchange wagering licensee’s exchange revenues as may be required
pursuant to the exchange wagering agreement pursuant to paragraphs (2)
to (7), inclusive, of subdivision (b).
(3) Fifty percent of the amounts received by a racing association or racing
fair from exchange wagering shall be paid to horsemen participating in the
meetings conducted by that racing association or racing fair in the form of
purses. The allocation of amounts received by a racing association or racing
fair from exchange wagering between that racing association or racing fair
and the horsemen participating in the meetings conducted by that racing
association or racing fair may be modified by a written agreement between
those entities.
(4) In addition to payments set forth in paragraphs (1) and (2), each
exchange wagering licensee shall distribute, on an annual basis, an amount
equal to the greater of (A) one hundred thousand dollars ($100,000), or (B)
an amount equal to 0.001 multiplied by the total amount of exchange
revenues collected by the exchange wagering licensee in that calendar year.
The distribution shall be made at the direction of the board pursuant to
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Section 19612.9. This paragraph shall become inoperative on January 1,
2021, and, as of that date, is repealed, unless a later enacted statute that is
enacted before January 1, 2021, deletes or extends that date.
(j) An exchange wagering licensee may cancel or allow to be canceled
any unmatched wagers, without cause, at any time.
(k) The board may prescribe rules governing when an exchange wagering
licensee may cancel or void a matched wager or part of a matched wager,
and the actions which an exchange wagering licensee may take when all or
part of a matched wager is canceled or voided. The rules may include, but
are not limited to, permitting the exchange wagering licensee to place
corrective wagers under circumstances approved in the rules adopted by the
board. Exchange wagers placed on a market after the start of a race shall be
lawful if authorized by the board, racing association, or racing fair
conducting the races, and the horsemen’s organization responsible for
negotiating purse agreements for the breed on which the exchange wager
is made.
(l) The provisions of this section shall be deemed to be severable, and if
any phrase, clause, sentence, or provision of this section is declared to be
unconstitutional or the applicability thereof to any person is held invalid,
the remainder of this section shall not thereby be deemed to be
unconstitutional or invalid.
(m) The board shall promulgate administrative rules and regulations to
effectuate the purposes of this section.
(n) No exchange wagering licensee may accept exchange wagers pursuant
to this section prior to May 1, 2012.
SEC. 6. Section 19605.73 of the Business and Professions Code is
amended to read:
19605.73. (a) Thoroughbred racing associations, fairs, and the
organization responsible for contracting with thoroughbred racing
associations and fairs with respect to the conduct of racing meetings, may
form a private, statewide marketing organization to market and promote
thoroughbred and fair horse racing, including, but not limited to,
establishment and maintenance of an Internet Web site featuring California
thoroughbred and fair racing, the establishment and administration of players
incentive programs for those who wager on thoroughbred association and
fair races, and promotional activities at satellite wagering facilities to increase
their attendance and handle. While the promotional activities at satellite
wagering facilities shall be funded by the marketing organization, they shall
be implemented and coordinated by representatives of the satellite wagering
facilities and the thoroughbred racing associations or fair then conducting
a live race meet. The organization shall consist of the following members:
two members, one from the northern zone and one from the combined central
and southern zones, appointed by the thoroughbred racetracks; two members,
one from the northern zone and one from the combined central and southern
zones, appointed by the owners’ organization responsible for contracting
with associations and fairs with respect to the conduct of racing meetings;
and two members, one from the northern zone and one from the combined
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central and southern zones, appointed by the organization representing
racing and satellite fairs.
(b) The marketing organization formed pursuant to subdivision (a) shall,
by November 1 of each year, submit a written report to the board on a
statewide marketing and promotion plan for the upcoming calendar year.
In addition, the organization shall annually present to the board at the board’s
November meeting a verbal report on the statewide marketing and promotion
plan for the upcoming calendar year. The plan shall be implemented as
determined by the organization. The organization shall receive input from
all interested industry participants and may utilize outside consultants.
(c) In addition to the distributions specified in subdivisions (a) and (b)
of Section 19605.7, subdivisions (a) and (b) of Section 19605.71, and Section
19605.72, for thoroughbred and fair meetings only, from the amount that
would normally be available for commissions and purses, an amount not to
exceed 0.25 percent of the total amount handled by each satellite wagering
facility shall be distributed to the marketing organization formed pursuant
to subdivision (a) for the purposes set forth therein. The amounts initially
distributed to the marketing organization formed pursuant to subdivision
(a) shall be 0.2 percent of the total amount handled by satellite wagering
facilities for thoroughbred and fair meetings only. The amount distributable
to the marketing organization may be adjusted by the board, in its discretion.
However, the adjusted amounts may not exceed an aggregate of 0.25 percent
of the total amount handled by satellite wagering facilities for thoroughbred
and fair meetings only. Any of the promotion funds that are not expended
in the year in which they are collected may be expended in the following
year. If promotion funds expended in any one year exceed the amount
collected for that year, the funds expended in the following year shall be
reduced by the excess amount. Any of the promotion funds that are not
expended in the year in which they are collected may be expended in the
following year. If promotion funds expended in any one year exceed the
amount collected for that year, the funds expended in the following year
shall be reduced by the excess amount. The marketing organization, on a
quarterly basis, shall submit to the board a written report that accounts for
all receipts and expenditures of the promotion funds for the previous three
months.
(d) This section shall remain in effect only until January 1, 2014, and,
as of that date, is repealed, unless a later enacted statute that is enacted
before January 1, 2014, deletes or extends that date. Any moneys held by
the organization shall, in the event this section is repealed, be distributed
to the organization formed pursuant to Section 19608.2, for purposes of that
section.
SEC. 7. Section 19605.74 is added to the Business and Professions Code,
to read:
19605.74. For every year that the organization operating the Breeders’
Cup Championship series chooses to conduct the Breeders’ Cup at a race
meeting in California, the following, notwithstanding any other provision
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of law, shall apply to the race meeting conducting the Breeders’ Cup races
on days during which Breeders’ Cup races are conducted:
(a) The amounts that would have otherwise been distributed to a purse
account pursuant to subdivisions (a), (b), (c), and (d) of Section 19601.02
shall be made available for the purpose of promoting and sponsoring the
Breeders’ Cup.
(b) The thoroughbred racing association hosting the Breeders’ Cup shall
enter into a written agreement, in consultation and cooperation with the
California Tourism Commission and the statewide marketing organization
formed pursuant to Section 19605.73, with the organization that operates
the Breeders’ Cup regarding the manner in which the funds set aside to
support and promote the Breeders’ Cup are to be expended.
(c) Within 90 days after the holding of each Breeders’ Cup, a written
report shall be made to the board detailing the manner in which the set-aside
funds were utilized to promote and support the Breeders’ Cup.
SEC. 8. Section 19642.1 is added to the Business and Professions Code,
to read:
19642.1. In addition to the distributions specified in Sections 19605.7,
19605.71, and 19605.72, from the amounts that would normally be available
for commissions and purses from wagering on all breeds, an amount not to
exceed 0.05 percent of the total amount handled by each satellite wagering
facility shall be distributed to the nonprofit organization designated by the
board for purposes of maintaining a database of horse racing information
to further the purposes of Section 19444. The amount distributable to the
nonprofit organization initially shall be 0.05 percent of the total amount
handled by each satellite wagering facility and may be adjusted by the board,
in its discretion. The nonprofit organization shall annually submit its budget
for the ensuing calendar year to the board at its November meeting and shall
file quarterly financial statements with the board.
SEC. 9. No reimbursement is required by this act pursuant to Section 6
of Article XIII B of the California Constitution because the only costs that
may be incurred by a local agency or school district will be incurred because
this act creates a new crime or infraction, eliminates a crime or infraction,
or changes the penalty for a crime or infraction, within the meaning of
Section 17556 of the Government Code, or changes the definition of a crime
within the meaning of Section 6 of Article XIII B of the California
Constitution.
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SENATE CONFIRMS CHRB APPOINTMENTS
SACRAMENTO, CA – Chairman Keith Brackpool and Commissioner Richard Rosenberg
received Senate confirmation Thursday of their appointments to the California Horse Racing Board
and the Senate also confirmed the reappointments of Vice Chairman David Israel and
Commissioner Bo Derek to the Board.
Governor Arnold Schwarzenegger appointed Chairman Brackpool and Commissioner
Rosenberg to the CHRB in September 2009. Governor Schwarzenegger first appointed Vice
Chairman Israel and Commissioner Derek to the Board in July 2008 and then reappointed them in
March 2010. All such appointments require Senate confirmation.
The terms of the commissioners are: Chairman Brackpool through July 26, 2013; Vice
Chairman Israel through January 1, 2014; Commissioner Derek through January 1, 2014; and
Commissioner Rosenberg through July 26, 2012.
Brief biographies for the four commissioners follow:
KEITH BRACKPOOL : A devoted thoroughbred racing enthusiast, Keith Brackpool currently
serves as the chairman of the California Horse Racing Board. Mr. Brackpool was appointed to the
Board in September 2009 by Governor Arnold Schwarzenegger and elected Chairman in January
2010. Mr. Brackpool has been engaged in the horse racing industry for over two decades as the
owner of horses, including multiple group winner Elbio in England and horses currently trained in
California. Through participation on numerous state boards and task forces, Mr. Brackpool has also
garnered significant expertise in politics and governance at the state and local levels. In 1998, Mr.
Brackpool co-chaired California Governor Gray Davis’ Agriculture and Water Transition Task
Force, a group charged with developing policy recommendations for the incoming administration.
In 2001, Mr. Brackpool also served on Governor Davis’ Commission on Building for the 21st
Century, a diverse panel that developed long-term policy proposals to meet the state’s future water,
housing, technology and transportation needs. From 2000 – 2002, Mr. Brackpool was a member of
the board of the California Foundation on the Environment and the Economy. In 2005 and again in
2009, Brackpool served as finance chair for Los Angeles Mayor Antonio Villaraigosa’s mayoral
campaigns. Mr. Brackpool is presently the chairman and chief executive officer of Cadiz Inc., a
publicly held renewable resources company based in Los Angeles. As a co-founder of Cadiz in

1983 and the Company’s President and Chief Executive Office since 1991, Mr. Brackpool has led
the acquisition and development of the Company’s water and agricultural assets throughout
California. Cadiz owns more than 40,000 acres of land throughout Southern California. Prior to
joining Cadiz, Mr. Brackpool served as director and chief executive officer, North American
Operations, for Albert Fisher Group PLC, a multi-billion dollar food company based in England.
Mr. Brackpool is also the owner and President of the Manhattan Country Club in Manhattan Beach,
California. The Manhattan Country Club is the largest private tennis facility in Southern California
and has been host to events such as the JPMorgan Chase Open. Mr. Brackpool resides in Los
Angeles, California with his two children Dylan and Tristan.
BO DEREK: Appointed to the CHRB July 15, 2008...Reappointed in March 2010…Instantly
recognizable for her performance in the 1979 smash hit “10” and other motion pictures, has since
devoted much of her time to humanitarian efforts for people and animals alike…Serves as special
envoy of the Secretary of State for Wildlife Trafficking, working to create awareness of the dangers
of wildlife trafficking…Serves on the boards of the boards WildAid and the Galapagos
Conservancy, Ecuador…Created Bless the Beasts, a line of pet products sold in stores nationwide,
and donates a portion of all sales to Canine Companions for Independence, a non-profit
organization that enhances the lives of people with disabilities by providing them with highly
trained assistance dogs and ongoing support…Serves as national honorary chairperson for the
Department of Veterans Affairs’ National Rehabilitation Special Events – four annual therapeutic
and rehabilitative events designed to help veterans overcome their disabilities through competition,
the hallmark of rehabilitative programs in the nation…Named Honorary Green Beret in 2002 by the
Special Forces Association, joining only four other Americans so honored, in recognition of her
efforts on behalf of America’s men and women in uniform and U.S. military veterans...Participates
in USO tours, entertaining U.S. military personnel serving abroad…Appointed by President George
W. Bush to the Kennedy Center Board of Trustees…An avid horsewoman, serves as spokeswoman
(along with trainer Nick Zito) for the American Horse Slaughter Prevention Act, which would ban
horse slaughter and the transport of horses from the U.S. for the purpose of human consumption in
other countries, and was instrumental in the closing of the three horse slaughter plants remaining in
the U.S…A published author, wrote “Riding Lessons: Everything That Matters in Life I Learned
from Horses.”
.

DAVID ISRAEL: Appointed to the CHRB July 9, 2008…Vice Chairman in 2009,
2010…Reappointed March 2010…Also appointed by Governor Arnold Schwarzenegger to the
board of directors of the California Science Center in 2005…Serves as one of the Governor’s
appointees on the Los Angeles Memorial Coliseum Commission, immediate past president, current
vice president…Served three years on the board of directors of the California Governor's and First
Lady's Conference on Women…Has been writer and producer of many television series and
movies, including "Midnight Caller," "The Untouchables," "Tremors," "Turks," "Fast Copy,"
"Crimes of the Century," “Bay City Blues,” “Jake Lassiter: Justice on the Bayou,” "The Port

Chicago Mutiny," "Pandora's Clock," "House of Frankenstein," "Y2K," and "Monday Night
Football"…Served as Director, Office of the President, Los Angeles Olympic Organizing
Committee, in 1984 under Peter V. Ueberroth…Graduate of Northwestern University's Medill
School of Journalism…Was a reporter and syndicated columnist for the Chicago Daily News,
Washington Star, Chicago Tribune and Los Angeles Herald Examiner…His magazine articles have
appeared in Sports Illustrated, The Los Angeles Times Magazine, Playboy, Sport and California...
As a sports columnist, Israel often wrote about horse racing, and covered the Triple Crown
campaigns of Seattle Slew and Affirmed…Married and lives in Los Angeles.
RICHARD A. ROSENBERG: Appointed to the CHRB September 24, 2009…Former worldwide
head of the Music Department of the William Morris Agency, later became a member of the
executive committee, and served in those positions until his retirement in 2005…Previously was a
founding partner in 1974 of Regency Artists, LTD, a music agency, until in 1984 he merged
Regency with two other agencies to form a full-service theatrical agency, Triad Artists, Inc; from
1988 to 1992, served as president of Triad, and in 1992 he was one of the architects of the
acquisition of Triad by the William Morris Agency…Received his B.S. from UCLA in 1959 and
LLD from UCLA Law in 1962; practiced law in Beverly Hills with the firm of Hertzberg, Childs,
Rosenberg, and Shiotani for more than 11 years…Served as past president of the Beverly Hills
Barristers and board member of the Beverly Hills Bar Association…Raced standardbreds for many
years in California, currently owns thoroughbreds racing in Southern California…Resides in Solana
Beach.
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Christopher Korby
From:
To:

Cc:
Sent:
Attach:
Subject:

"Christopher Korby" <korby@calfairs.net>
"Schell, Thomas J." <TJSchell@bryancave.com>; "'Amy L. Casias'"
<ACasias@calexpo.com>; <buncelaw@aol.com>; "Thurman, Bernie"
<BernieThurman@hollywoodpark.com>; <bsnyder@losalamitos.com>;
<ckelly@viejas.com>; <Craig@dmtc.com>; <doleary@sdfair.com>;
<glamothe@toconline.com>; <jackliebau@yahoo.com>;
<LContreras@calexpo.com>; <Mike@dmtc.com>; <pmackey@cabazonindiansnsn.gov>; <Ray@thefair.org>; <rrogers@fantasysprings.net>; "'Mike Seder'"
<seder@fairplex.com>; <tbigknife@viejas-nsn.gov>; "'Tom Varela'"
<tvarela@chrims.com>; "Alkire, John" <jalkire@fresnofair.com>
"'Drew J. Couto'" <drew@deposet.com>; "McMahon, Michelle K."
<Michelle.McMahon@bryancave.com>
October 12, 2010 9:05 AM
Term Sheet.pdf
Re: Magna-SCOTWINC - Amendment to Term Sheet

Tom,
Please confirm that the settlement amounts for California Fair satellite wagering facilities
will still be consistent with the amounts shown in the Term Sheet Exhibit A, signed April
2010, attached. Thanks.
Best regards,
‐‐Chris
Christopher Korby
Executive Director
California Authority of Racing Fairs

----- Original Message ----From: Schell, Thomas J.
To: 'Amy L. Casias' ; 'buncelaw@aol.com' ; Thurman, Bernie ;
'bsnyder@losalamitos.com' ; 'ckelly@viejas.com' ; 'Craig@dmtc.com' ;
'doleary@sdfair.com' ; 'glamothe@toconline.com' ; 'jackliebau@yahoo.com' ; 'Christopher
Korby' ; 'LContreras@calexpo.com' ; 'Mike@dmtc.com' ; 'pmackey@cabazonindiansnsn.gov' ; 'Ray@thefair.org' ; 'rrogers@fantasysprings.net' ; 'Mike Seder' ;
'tbigknife@viejas-nsn.gov' ; 'Tom Varela'
Cc: 'Drew J. Couto' ; McMahon, Michelle K.
Sent: October 07, 2010 5:36 PM
Subject: Magna-SCOTWINC - Amendment to Term Sheet
Hello, everyone.

10/12/2010

VII.
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After much negotiation with opposing counsel, we have reached agreement on the
amendment to the term sheet (subject to the Plan Administrator’s approval). Attached
hereto are both the revised Amendment and the original Term Sheet which is being
amended. Also attached are three exhibits. Exhibit 1 is the set of escrow instructions.
Exhibit 2 lists the proofs of claim that are not being expunged or assigned. Exhibit 3 lists
the proofs of claim that were settled in the litigation and are being assigned to MID (this
does not affect any of the payments to you or any of your obligations).
As before, all proofs of claim that were filed by your organization against Los Angeles Turf
Club, Inc., Pacific Racing Association, Inc., The Santa Anita Companies, Inc., MEC Land
Holdings (California), Inc. and Magna Entertainment Corp. on or before April 30, 2010 -except those listed in Exhibit 2 -- will be expunged or assigned to MID.
Please respond "AGREED" to confirm your agreement to this amendment and the term
sheet (as amended) by 5 pm Pacific time on October 12, 2010.
Please let me know if you have any questions either by e-mail or at (212) 541-2115.
Thanks.

This electronic message is from a law firm. It may contain confidential or privileged
information. If you received this transmission in error, please reply to the sender to advise
of the error and delete this transmission and any attachments.
IRS Circular 230 Disclosure: To ensure compliance with requirements imposed by the
IRS, we inform you that any U.S. federal tax advice contained in this communication
(including any attachments) is not intended or written to be used, and cannot be used, for
the purpose of (i) avoiding penalties under the Internal Revenue Code or (ii) promoting,
marketing, or recommending to another party any transaction or matter addressed herein.
bcllp2010

10/12/2010

VII.

VII.
AMENDMENT AND CLARIFICATION TO TERM SHEET
This Amendment and Clarification (“Amendment”) to the Term Sheet, dated as of April
16, 2010 and authorized by the Bankruptcy Court by Order dated April 27, 2010 (“Term Sheet”),
is entered into by and among the following parties (collectively, the “Settling Parties”) in order
to further clarify and implement the settlement memorialized in the Term Sheet:
(i)

Magna Entertainment Corp., Pacific Racing Association, Inc., Los Angeles Turf Club,
Inc. (“LATC”), MEC Land Holdings (California), Inc., and The Santa Anita Companies,
Inc. (collectively, the “Reorganized Debtors”);

(ii)

Alameda County Agricultural Fair Association, Bay Meadows Racing Association, East
Valley Tourist Development Authority, California Exposition And State Fair
Association, California Marketing Committee, California Thoroughbred Business
League, Del Mar Thoroughbred Club, 9th District Agricultural Association, 21st District
Agricultural Association, Hollywood Park Racing Association, 15th District Agricultural
Association, 50th District Agricultural Association, Los Alamitos Race Course, Los
Angeles County Fair Association, 7th District Agricultural Association, Riverside County
Fair And National Date Festival, National Orange Show Citrus Fruit Festival, Oak Tree
Racing Association, 46th District Agricultural Association, 2nd District Agricultural
Association, San Mateo County Fair, 19th District Agricultural Association, 37th District
Agricultural Association, Sonoma County Fair, 27th District Agricultural Association,
24th District Agricultural Association, Solano County Fair Association, Southern
California Off Track Wagering, Inc. (“SCOTWINC”), 38th District Agricultural
Association, 31st District Agricultural Association, 28th District Agricultural
Association, 22nd District Agricultural Association, Viejas Enterprises, Santa Clara
County Fairgrounds Management Corp., Barona Valley Ranch Resort and Casino, and
Los Alamitos Quarter Horse Racing Association (collectively, the “Settling Claimants”);1
and

(iii)

MI Developments Inc. (“MI Developments”) and MI Developments US Financing Inc.
(“MID Transferee”, and together with MI Developments, collectively, “MID”).

(iv)

William Ford, the Reorganized Debtors’ Plan Administrator
General and Parties to the Term Sheet
1.

Unless otherwise defined herein , capitalized terms shall have the meaning

ascribed to them in the Term Sheet, or if not defined therein, in Second Modified Third Amended
1

The term “AES Parties” in the Term Sheet inadvertently included the California Thoroughbred Trainers
Backstretch Employees Cash Balance Pension Plan and the California Race Track Pension Plan, which are
not and were not intended to be parties to this settlement.
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VII.
Joint Plan of Affiliated Debtors, the Official Committee of Unsecured Creditors, MI
Developments Inc. and MI Developments US Financing Inc. Pursuant to Chapter 11 of the
United States Code, dated April 29, 2010 (the “Plan”) [Dkt. No. 2458]
2.

The Settling Parties agree (i) that the term “AES Parties” in the Term Sheet

inadvertently included the California Thoroughbred Trainers Backstretch Employees Cash
Balance Pension Plan and the California Race Track Pension Plan, which are not parties to the
Term Sheet and were not intended to be parties to this settlement; (ii) that Santa Clara County
Fairgrounds Management Corp., Barona Valley Ranch Resort and Casino, and Los Alamitos
Quarter Horse Racing Association, which are listed on Exhibit A to the Term Sheet, are and were
intended to be parties to this settlement; and (iii) that certain formal names should be substituted
for certain names used in paragraph 1(a) of the Term Sheet. Accordingly, the Settling Parties
agree that the term “AES Parties” in the Term Sheet shall refer to, and only to, the Settling
Claimants as defined herein, except SCOTWINC.
Escrow Accounts and Deposits Into Those Accounts
3.

The Settling Parties agree that the Escrow Agent defined in paragraph 8 of the

Term Sheet shall be California attorney Drew J. Couto.
4.

The Setting Parties agree that the Escrow Agent shall establish within his Client

Trust Account two subaccounts, which shall represent the two escrow accounts defined in
paragraph 8 of the Term Sheet as the Debtors Escrow and the AES Escrow, and shall distribute
monies deposited into each in accord with the terms of the Term Sheet, and in the manner
specified under the Escrow Instructions attached hereto as Exhibit 1. The Settling Parties further
agree that (i) the Escrow Agent shall determine and/or estimate the costs of administering the
escrow subaccounts and the transactions involving those subaccounts, including the costs of wire
or other transfers and banking related fees, if any (collectively, the “Escrow Costs”), and (ii)
2
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50% (fifty percent) of the Escrow Costs shall be deducted from distributions to the Debtors and
50% (fifty percent) of the Escrow Costs shall be deducted from distributions to the Settling
Claimants. In accordance with paragraph 9(a) of the Term Sheet, the amount to be distributed to
the Settling Claimants shall be released to SCOTWINC for distribution to the AES Parties, and
SCOTWINC shall make the distribution to the AES Parties after the deduction of attorneys’,
legal, and other appropriate fees/cost incurred by the AES Parties as a result of pursuing their
claims and the filing of the adversary action.
5.

The Setting Parties acknowledge and agree that (i) the Escrow Agent has also

served as counsel for SCOTWINC and other parties whose interests may have been adverse to
the Reorganized Debtors and/or MID, and (ii) the Reorganized Debtors and MID have each been
represented by independent counsel of their own choosing. The Reorganized Debtors and MID
each acknowledge that (i) they have consulted with and been represented by such independent
legal and other counsel of their choice in connection with all matters relating to the escrow
accounts described herein, and all contemplated transactions thereunder and as specified herein;
and (ii) they have sought and used all such counsel fully to the extent they deemed it necessary
and/or desirable to do so.
Failure To Make Payments
6.

The Settling Parties agree that the date of May 15, 2010 set forth in paragraph 11

of the Term Sheet has been extended to October 20, 2010.
Assignment of Claims
7.

The Settling Parties agree that the proofs of claim listed on Exhibit 3 and the

Claims (as defined in section 101(5) of the Bankruptcy Code) contained therein (collectively, the
“Assigned Claims”) filed by the Settling Claimants against the Debtors (as defined in the Term
Sheet) shall not be deemed disallowed and expunged, but shall be irrevocably transferred and
3
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assigned to MID Transferee, and the Settling Claimants hereby irrevocably transfer and assign
the Assigned Claims to MID Transferee, and MID Transferee shall be entitled to receive any and
all distributions under the Plan on account of such Assigned Claims. Notwithstanding the
foregoing, nothing herein shall be deemed a waiver of any right of the Reorganized Debtors’
Plan Administrator or any other party in interest, including the Creditors’ Committee (as defined
in the Plan) to object to the allowance of such Assigned Claims. Further, notwithstanding the
foregoing, nothing herein shall be deemed to require any of the Settling Claimants to assist in the
defense or prosecution of any of the Assigned Claims or to require any of the Settling Claimants
to take any other action or to refrain from taking any action, other than as expressly set forth
herein.
Change to Paragraph 9.b of Term Sheet
8.

The Settling Parties agree that the phrase “as of April 30, 2010” shall be

substituted for the phrase “as of the Final Funding Date” in paragraph 9.b of the Term Sheet.
Retention of Certain Claims
9.

The Settling Parties agree that the proofs of claim listed in Exhibit 2 (“Retained

Proofs of Claim”) hereto shall not be deemed disallowed and expunged under the Term Sheet or
hereunder. All Settling Parties reserve all rights with respect to the Retained Proofs of Claim,
and nothing herein shall be deemed a waiver of any right of the Reorganized Debtors’ Plan
Administrator or any other party in interest to object to such Retained Proofs of Claim on any
grounds.
10.

The Settling Parties agree that the issue of entitlement to receive the satellite

wagering commissions distributed to Golden State Fields for redistribution by Golden Gate
Fields (estimated to be approximately $170,000 in aggregate) under California horse racing law
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and regulations will be referred to the California Horse Racing Board for determination by that
Board.
11.

Lastly, nothing contained herein shall be deemed a waiver of the release and

injunction provisions contained in Article XXXV of the Plan, which are binding on the Settling
Claimants.
Miscellaneous
12.

Each party who executes this Amendment hereby covenants and warrants to the

other parties that it has the authority to execute this document on behalf of his or her respective
client(s) and is fully authorized to bind his or her client(s) to all the terms of this Amendment.
13.

This Amendment may be executed in counterparts, each of which shall be deemed

an original but all of which together shall constitute one and the same instrument, and it shall
constitute sufficient proof of this Amendment to present any copy, copies or facsimiles signed by
the party hereto to be charged.
14.

Each of the parties hereto agrees to execute and deliver, or to cause to be executed

and delivered, all such instruments, and to take all such action as the other parties may
reasonably request in order to effectuate the intent and purposes of, and to carry out the terms of,
the settlement agreement memorialized by this Amendment.
15.

This Amendment will be binding on the parties and their successors and assigns.

16.

The headings of the sections, paragraphs and subsections of this Amendment are

inserted for convenience only and are not part of this Agreement and do not in any way limit or
modify the terms or provisions of this Amendment and shall not affect the interpretation hereof.
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17.

This Amendment shall be governed by and construed in accordance with the

internal laws of the State of California, without giving effect to any principles of conflicts of law
and applicable federal law.
18.

Except as stated herein, the terms and obligations of the Term Sheet shall

continue to apply

6
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California Authority of Racing Fairs
Agency Income Statement
September 30, 2010
2008
Year End
Actual

2009
Year End
Actual

2008
YTD
Actual

2009
YTD
Actual

2010
YTD
Actual

2010
Annual
Budget

2010
2010
Budget % Budget
Variance

Revenue:
Other Revenue
Interest Income
Member Dues
CARF South Programs Admin Fee
CARF Projects Admin Fee
CARF Live Racing Admin Fee
CARF @ Leased Facility Revenue

12,384
96,705
282,520
29,295
175,639
149,334
0

148
30,515
282,532
25,351
66,063
112,869
(311,170)

964
33,042
218,203
23,164
150,678
108,044
0

30
60
25,449 14,584
211,899 219,685
19,968
16,913
43,956
58,429
99,621
90,956
162,490
0

500
(440)
30,000 (15,416)
292,913 (73,228)
26,250
(9,337)
195,000 (136,571)
136,723
(45,767)
0
0

12%
49%
75%
64%
30%
67%
0%

Total Revenue

745,876

206,308

534,095

563,413

681,386

(280,759)

59%

Expenses:
Salaries
Employee Benefits
Post Retirement Benefits
Payroll Taxes
Accounting Costs
Audit Services
Automobile Expense
Contracted Services
Depreciation
Dues & Subscriptions
Insurance Expense
Legal Expenses
Legislative Expenses
Meetings Expense
Misc. (Ag Day Sponsor)
Office Supplies
Postage & Shipping
Rent (Tribute Road)
Repairs & Maintenance
Telephone Expense
Training
Travel Expense

245,914
26,800
31,614
12,509
16,337
6,188
3,236
659
13,729
14,388
40,542
1,740
54,869
3,758
204
19,576
4,343
39,413
0
8,132
0
23,216

226,671
23,714
666,317
12,487
17,209
7,125
435
543
13,881
36,048
37,784
11,413
53,508
5,398
2,482
23,754
5,987
38,916
0
7,390
0
25,280

304,423
30,000
32,896
13,500
18,750
6,500
4,000
2,000
13,500
37,000
41,000
10,000
60,000
5,000
2,500
20,000
6,000
39,744
1,000
10,000
2,500
27,500

141,185
16,558
7,044
4,095
6,095
750
208
(4,483)
10,106
27,675
13,150
(6,412)
23,890
2,581
490
(741)
3,886
10,421
326
3,016
1,605
6,817

54%
45%
79%
70%
67%
88%
95%
324%
25%
25%
68%
164%
60%
48%
80%
104%
35%
74%
67%
70%
36%
75%

Total Expenses

567,165

1,216,340

61%

Agency Income (Loss)

178,712

(1,010,031)

Southern Program Income (Loss)
Total Balance Sheet Net Income (Loss)
Total Restricted Reserves CARF @
Leased Facility

9,592
188,304

0

7,142
(1,002,890)

0

164,584
20,746
23,694
9,898
12,275
5,640
3,229
502
2,034
10,918
30,096
1,740
41,440
2,741
194
15,085
3,170
26,827
0
5,306
0
19,761

400,627

165,082 163,238
19,204 13,442
751,009 25,852
9,530
9,405
13,142 12,655
5,250
5,750
435
3,792
429
6,483
3,558
3,394
22,562
9,325
28,497 27,850
7,435 16,412
40,194 36,110
3,950
2,419
2,419
2,010
19,018 20,741
5,066
2,114
28,980 29,323
0
674
5,430
6,984
0
895
20,015 20,683

399,881 1,151,207

419,553

687,813

268,260

134,214

(18,927)

(6,427)

(12,500)

3,994

5,250

(19,930)

(14,933)

(1,177)

(32,430)

6,785
140,999

0

(587,794)
5,507
(582,287)

0

0

0

0

California Authority of Racing Fairs
Southern Region Income Statement
September 30, 2010

2008

2009

Year End Year End
Actual
Program Revenue:
Program Sales
Other Revenue
Royalties/Fees Due Host
Total Revenue

Actual

2008

2009

2010

2010

2010

2010

YTD

YTD

YTD

Annual

Budget

% Budget

Actual

Actual

Actual

Budget

Variance

397,688
343,634
308,852
266,246 205,508
350,000 (144,492)
0
0
0
0
0
0
0
(358,703) (311,141) (278,805) (240,772) (184,601) (318,500) 133,899
38,985
32,493
30,047
25,475
20,907
31,500
(10,593)

Expenses:
Legal Expenses
Meetings Expense
Misc Exp.(Storage)
Office Supplies
Paper Expense
Postage & Shipping
Printing Supplies
Rent & Utility Expenses
Repairs & Maintenance
Telephone Expense
Travel Expense

0
98
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0
0

Total Expenses
Operating Income (Loss)

98
38,887

0
32,493

CARF Admin Fee
Rebate
Income (Loss)

29,295

25,351

23,164

9,592

7,142

6,785

0
98
0
0
0
0
0
0
0
0
0
98
29,949

0
0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0
0

0
0
0
0
0
0
0
0
0
0
0

0
20,907

0
31,500

0
(10,593)

0%
66%

19,968

16,913

26,250

9,337

64%

5,507

3,994

5,250

(19,930)

76%

0
25,475

0
0
0
0
0
0
0
0
0
0
0

59%
0%
58%
66%

0%
0%
0%
0%
0%
0%
0%
0%
0%
0%
0%

California Authority of Racing Fairs
Project Management Income Statement
September 30, 2010

2008

2009

Year End Year End
Actual
Actual

2008

2009

2010

2010

YTD
Actual

YTD
Actual

YTD
Actual

Annual
Budget

Revenue:
CARF Admin Fee
Project Management

175,639
67,608

66,063
79,199

150,678
43,726

Total Revenue

243,247

145,262

194,404

49,043
6,150
2,204
6,500
2,475
0
0
678
0
558
67,608

58,723
7,287
2,832
6,500
2,550
0
0
708
42
558
79,199

30,042
4,000
1,490
4,875
2,256
0
0
505
0
558
43,726

Expenses:
Salaries Expense
Employee Benefits
Payroll Taxes
Accounting Costs
Audit Services
Automobile Expense
Contracted Services
Telephone Expense
Travel Expense
Misc. Storage
Total Expenses
CARF Admin Fee

175,639

66,063

150,678

43,988
56,509

2010

2010

Budget % Budget
Variance

58,429
57,756

195,000 (136,571)
77,191 (19,435)

30%
75%

100,498 116,185

272,191 (156,006)

43%

39,992
6,328
2,113
4,875
2,100
0
0
534
42
558
56,541
43,956

41,439
6,294
2,200
4,875
2,300
0
0
580
68
0
57,756
58,429

56,341
8,000
3,000
8,000
0
0
0
1,000
250
600
77,191
195,000

14,902
1,706
800
3,125
(2,300)
0
0
420
182
600
19,435
136,571

74%
79%
73%
61%
0%
0%
0%
58%
27%
0%
75%
30%

California Authority of Racing Fairs
Live Racing Income Statement
September 30, 2010

2008

2009

Year End Year End
Actual
Actual
Revenues:
Change Fund Admin Fee
Racing Fairs Admin Fee
Supplemental Purses Admin Fee
NCOTWINC Reimbursement
Racing Fairs Reimbursement
Advertising Revenue
Total
Expenses:
Salaries
Employee Benefits
Payroll Taxes
Accounting Costs
Audit Services
Automobile Expense
Depreciation
Dues & Subscriptions, NTRA
Insurance Expense
Legal Expenses
Meetings Expense
Misc. Exp (Harness,Storage,Bank fee)
Telephone Expense
Travel Expense
Sub-Totals
Racing Support Services:
Announcer
Condition Bk/Program Cover
Courier Service (Pgm Distribution)
Racing Operations Support
TC02 Testing
Marketing
Network Management
Paymaster
Program Production
Racing Office System
Recruitment
Jumbo Screen
Supplies
Tattooing
Timing/Clocker
Transportation
TV Production/Simulcast
Sub-Totals
Total Expenses
CARF Admin Fee

46,470
17,065
80,538
74,561
22,000
22,000
29,000
29,000
1,074,554 1,059,854
5,010
4,100
1,257,573 1,206,580

2008

2009

2010

2010

2010

2010

YTD
Actual

YTD
Actual

YTD
Actual

Annual
Budget

Budget
Variance

% Budget

26,751
59,222
22,000
29,000
790,344
0
927,317

15,435
62,185
22,000
29,000
839,349
4,100
972,070

10,014
20,000
58,942
94,723
22,000
22,000
29,000
29,000
794,454 1,262,971
4,550
4,000
918,960 1,432,694

158,175
34,392
9,188
31,687
13,650
145
0
6,136
0
0
587
58
2,255
32,059
288,331

171,271
35,003
9,849
31,687
23,698
3,703
0
7,582
0
15,909
2,995
1,524
2,970
21,174
327,366

20,575
17,443
20,398
47,642
0
0
71,588
62,996
47,310
7,259
1,629
3,353
2,498
1,188
14,701
6,761
146,678 114,452
43,126
29,554
20,322
28,293
125,000 126,250
9,851
6,711
18,072
9,982
19,218
20,018
3,015
1,650
20,138
17,088
584,118 500,638

201,995
40,160
10,824
42,250
16,088
742
0
13,596
0
2,101
1,803
0
1,773
55,224
386,555

230,562
44,792
11,877
52,250
16,575
1,182
0
12,286
0
0
1,111
58
3,363
45,184
419,240

126,494
29,464
8,148
31,687
14,664
742
0
10,141
0
2,101
1,030
0
1,083
44,407
269,961

26,000
27,509
0
103,242
60,010
3,225
3,105
10,825
191,389
55,840
17,970
137,700
15,478
17,057
21,851
2,900
27,582
721,684

26,596
22,491
0
79,601
54,880
1,783
3,321
20,298
178,814
53,156
22,721
125,000
19,158
20,469
22,430
3,465
20,288
674,471

20,500
25,642
0
87,540
38,655
1,669
2,484
6,566
144,371
37,619
17,970
109,650
5,136
11,984
19,022
2,000
18,505
549,311

1,108,239 1,093,711

819,273

149,334

112,869

108,044

(9,986)
(35,781)
0
0
(468,517)
550
(513,734)

50%
62%
100%
100%
63%
114%
64%

227,483
46,000
13,500
48,000
16,088
5,100
0
17,000
0
10,000
5,000
0
3,000
45,000
436,171

56,212
10,997
3,651
16,313
(7,610)
1,397
0
9,418
0
(5,909)
2,005
(1,524)
30
23,826
108,805

75%
76%
73%
66%
147%
73%
0%
45%
0%
159%
60%
0%
99%
47%
75%

36,800
30,500
0
105,000
72,000
20,000
6,000
11,500
205,000
68,000
15,000
181,000
20,000
19,000
30,000
5,000
35,000
859,800

19,357
(17,142)
0
42,004
64,741
16,647
4,812
4,739
90,548
38,446
(13,293)
54,750
13,289
9,018
9,982
3,350
17,913
359,162

47%
156%
0%
60%
10%
17%
20%
59%
56%
43%
189%
70%
34%
53%
67%
33%
49%
58%

467,967

64%

45,767

67%

872,449

828,004 1,295,971

99,621

90,956

136,723

California Authority of Racing Fairs
CARF @ Leased Facility
September 30, 2010
2008
2009
Year End Year End
Actual
Actual

2008
YTD
Actual

2009
YTD
Actual

2010
YTD
Actual

2010
Annual
Budget

2010
Budget
Variance

2010
% Budget

Revenues:
Commissions - CARF@GG
Non Wagering Revenue - CARF@GG
Total

0 2,859,642
0
0
0 2,859,642

0 1,249,779
0
0
0 1,249,779

0
0
0

0
0
0

0
0
0

0%
0%
0%

Expenses:
PRA - Labor (Sal,Bene,Tax)
PRA - COGS
PRA - Financial Dept. Allocation
PRA - Direct Invoices
CARF Direct Invoices
CARF Billback Allocation
Sub-Totals

0
96,106
0
0
0
0
0 2,998,791
0
18,531
0
57,383
0 3,170,811

0
41,413
0
0
0
0
0 1,028,311
0
17,564
0
0
0 1,087,289

0
0
0
0
0
0
0

0
0
0
0
0
0
0

0
0
0
0
0
0
0

0%
0%
0%
0%
0%
0%
0%

CARF @ Leased Facility Net Income

0

0

0

0

0%

-311,170

162,490

0

CALIFORNIA AUTHORITY OF RACING FAIRS
BALANCE SHEET
September 30, 2010
ASSETS
Current Assets
CASH - LAIF & INVESTMENTS
CASH - OPERATING
CHECKING - TOC PURSE
CHECKING - RACING TRUST
MARKETABLE SECURITIES
A/R - DUES
A/R - PROGRAMS
A/R - RACING FAIRS
A/R - F&E/OTHER A/R
PREPAIDS/DEPOSITS
OPEB ASSETS

CURRENT YTD
9/30/10
2,791,705
23,043
249,114
1,928,941
4,177,471
77,999
70,610
435,819
1,924,684
74,020
91,955
Total Current Assets
11,845,360

Fixed Assets
AUTOMOBILE
FURNITURE & EQUIPMENT
COMPUTER HARDWARE/SOFTWARE
TRACK EQUIPMENT
Total Fixed Assets (Net of Depr.)
TOTAL ASSETS

PRIOR YTD
9/30/09
4,914,479
2,464,942
69,212
0
4,041,727
(6,890)
143,857
499,871
107,899
67,199
0
12,302,297

4,018
2,239
10,071
59,400
75,728

10,906
3,259
13,202
89,100
116,467

11,921,088

12,418,764

172,666
67,089
1,929,344
574,070
473,004
159,979
0
0
0
0
1,184,057
3,805
517,765
2,992,453
8,074,232

822,316
58,678
2,955,727
214,413
500,728
158,157
0
0
0
0
1,088,498
4,248
758,864
1,464,630
8,026,259

90,197
1,014,000
2,007,217
3,111,413

89,170
1,014,000
2,125,782
3,228,952

11,185,645

11,255,211

LIABILITIES & NET ASSETS
Current Liabilities
A/P & WITHHOLDINGS
A/P - PROGRAM ROYALTIES TO HOST
RACING DISTRIBUTIONS
PURSES
TRACK SAFETY/MAINT.
INFOTEXT UPGRADE
MISC PROJECT FUNDS
LOU-1 - TIMING/TRACK SURFACE/AREA ENHANC
LOU-2 - SPECIAL EVENT CENTERS
LOU-3 - SATELLITE SURVEY/TURF STUDY
EQUIPMENT REPLACEMENT FUND
LOU-5 - SYMPOSIUM
FACILITY IMPROVEMENTS & UPGRADES
CAPITAL IMPROVEMENT FUND
Total Current Liabilities
Non-Current Liabilities
CHRIMS FUNDS
CHANGE FUND
FAIRS - EQUIP REPLACEMENT FUNDS
Total Non-Current Liabilities
TOTAL LIABILITIES
Net Assets
FUND EQUITY
F&E Net Assets
CARF@GG
RETIREMENT CONTINGENCY
NET INCOME/LOSS
Total Net Assets
TOTAL LIABILITIES & NET ASSETS

728,101
22,275
0
0
(14,933)
735,443
11,921,088

1,730,990
14,850
162,490
0
(744,778)
1,163,553
12,418,764

