1776 Tribute Road, Suite 205
Sacramento, CA 95815
Office: 916.927.7223 Fax: 916.263.3341
www.calfairs.com

NOTICE
CALIFORNIA AUTHORITY OF RACING FAIRS
BOARD OF DIRECTORS MEETING
JOHN ALKIRE, CHAIR
4:00 P.M., WEDNESDAY NOVEMBER 17, 2010

Notice is hereby given that a meeting of the California Authority of Racing Fairs Board of
Directors will commence at 4:00 p.m., Wednesday November 17", 2010. The meeting will be
held at the Marriot Courtyard located at 1782 Tribute Road, Sacramento, California 95815.
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AGENDA
CALIFORNIA AUTHORITY OF RACING FAIRS
BOARD OF DIRECTORS MEETING
JOHN ALKIRE, CHAIR
4:00 P.M., WEDNESDAY NOVEMBER 17", 2010

Notice is hereby given that a meeting of the California Authority of Racing Fairs’ Board of
Directors will commence at 4:00 pm., Wednesday November 17", 2010. The meeting will be
held at the Marriot Courtyard located at 1782 Tribute Road, Sacramento, California 95815.
AGENDA
I. Date, time and location of next meeting.

Il. Approval of minutes.

I11. Discussion and action, if any, on replacement revenues to Fairs that reduce or discontinue
live horse racing dates.

IV. Report, discussion and action, if any, on legislative matters.

V. Report, discussion and action, if any, on the CDFA F&E Expenditure Plan and funding
allocations for FY 2010/11 and beyond.

VI. Discussion and action, if any, on recommendations from the CARF Board regarding FY
2010-11 funding allocations from CDFA Division of Fairs and Expositions.

VII. Update, report, discussion and action, if any, on implementation of Mini Satellite Wagering
Facilities as joint ventures with Fairs.

VIII. Report, discussion and action, if any, on developments in Magna bankruptcy proceedings.
IX. Financials

X. Executive Director’s Report

CALIFORNIA A UTHORITY O F R ACING FAIRS



CALIFORNIA AUTHORITY OF RACING FAIRS
Board of Directors
Tuesday, October 19, 2010

MINUTES

A teleconference meeting of the California Authority of Racing Fairs Board of Directors was held
at 12:30 P.M., Tuesday, October 19, 2010. The meeting was hosted by the California Authority of
Racing Fairs in the CARF board room located at 1776 Tribute Road, Suite 205, Sacramento,
California.

CARF Board of Director members joining by conference call: John Alkire, Vince Agnifili, Norb
Bartosik and Mike Paluszak.

Staff and Guests attending: Christopher Korby, Larry Swartzlander, Heather Haviland, Amelia
White, Rick Wood, Raechelle Gibbons and Jaime Matthews. Joining by conference call: Tawny
Tesconi, Stuart Titus, Mike Treacy, Rebecca Desmond, Lisa Drury and Louie Brown.

Agenda Item 1 - Date, Time and Location of Next Meeting. The next CARF Board & Live
Racing Committee meetings will be scheduled with the WFA Fall Managers Conference, TBD.

Agenda Item 2 — Approval of Minutes. No meeting minutes were provided.

Agenda Item 3 - Report, Discussion and Action, if any, on Legislative Matters. The
Governor signed SB 1072 (Calderon) and AB 2414 (Perez). Those bills allow for a 2% increase in
takeout to benefit purses, an extension for the California Marketing Committee and the future
implementation of exchange wagering in 2012, as well as a sunset bill for exchange wagering. The
CHRB has until 2012 to move through the regulatory process to guide the implementation of
exchange wagering.

Mr. Brown reported that the state budget was adopted 100 days late. Mr. Brown expects
that an emergency fiscal session will most likely be called in January to address the second-half
budget deficit.

The night the budget was passed there was considerable activity regarding San Diego
County Fair. During the budget debate there was an attempt to attach a bill to the budget that
would allow the state to sell the San Diego County Fairgrounds to the city of Del Mar. Opposition
to the effort ensured the sale was not considered as part of this budget process, but there will
probably be more activity on this topic in January.



Agenda Item 4 — Report on Recent Appointments to CHRB. Chairman Keith Brackpool,
Vice Chairman David Israel, Commissioner Richard Roseburg and Commissioner Bo Derek
received Senate confirmation of their appointments or reappointments to the California Horse
Racing Board on Thursday, October 7, 2010.

Agenda Item 5 — Report, Discussion and Action, if any, on Annual CARF Audit by
Gilbert & Associates. Ms. Matthews presented the results of the CARF audit for year ended
December 31, 2009. The majority of the audit work was completed in May/June 2010. Ms.
Matthews reviewed the CARF financial statements and recapped highlights from the management
discussion and analysis letter.

Ms. Matthews reported that CARF management was cooperative and well-prepared
throughout the audit process. As in prior years, control deficiencies exist in two areas: a lack of
sufficient audit evidence to guarantee the revenue from Advance Deposit Wagering (ADW)
providers and a lack of checks/balances regarding paymaster duties, specifically a second
signature on issued checks, which would provide stronger internal control during live racing. Ms.
Matthews travelled to Ferndale during live racing to observe the operations of the paymaster. Ms.
Matthews acknowledges that due to the nature of the operations, a complete segregation of duties
is not practical. Gilbert & Associates does recommend that cash disbursements greater than $5,000
have dual signatures. Gilbert & Associates also recommends that CARF management implement
periodic review of contracts and project fund balances. The only other significant change from
previous audits was CARF’s implemented GASB 45 during the year ended December 31, 2009.

Ms. Matthews went on to discuss the financials in detail as presented in the Financial
Statements with Independent Auditor’s Report provided in the meeting packet.

Mr. Bartosik moved to accept the 2009 CARF Audit Report as presented. Mr. Paluszak
seconded, unanimously approved.

Agenda Item 6 — Discussion and Action, if any, on Funding Allocations from CDFA
Division of Fair and Expositions for FY 2010-11 and Beyond. Agenda Item discussed as part of
the Live Racing Committee Meeting at 11:30 a.m. Mr. Korby reported that CARF staff will be
meeting tomorrow with F&E staff to discuss the new procedures/protocols that will govern
funding allocations coming from F&E to CARF.

Mr. Treacy reported that F&E is no longer going to be able to accept LOUs and MOUs from
any of the three JPAs as requests for project funding. Instead, a contractual procedure will be
implemented.



Due to changes at F&E, Mr. Treacy would like to schedule monthly JPA meetings to endure
Fair requests are properly addresses and funds are properly dispensed.

Mr. Treacy reported that in regards to funding allocated in previous years, there is $5.7
million dedicated to CAREF for racetrack preparation, equipments replacement, satellite wagering
facility improvements, facility upgrades, etc. If those funds are not spent or encumbered very
soon, they will most likely revert back to F&E. The interest in any F&E fund accounts will be
retrieved and sent back to F&E.

Mr. Treacy reported that the FY 2010-11 Expenditure Plan was revised hours before the
budget was approved by the Legislature. The revised plan with changes will be presented at the
November 2, 2010 CFA Board of Director’s Meeting. The revised plan includes the CARF
allocations as they were initially requested.

Mr. Brown stated there have been a number of divisions at CDFA that have been going
through internal audits. Fairs are facing a new world with government accounting procedures
and General Fund allocations. It will take time to adjust to the transition. Mr. Treacy and his team
have done a good job of standing up for the Fair community and letting the auditors know that
these are unique functions that serve unique communities and there needs to be as little disruption
as possible made to those activities.

Agenda Item 7 — Report, Discussion and Action, if any, on MAGNA Bankruptcy
Settlement. Mr. Korby reported that the settlement process continues to move forward and
satellite could be paid within the next 30-60 days. A term sheet with amounts due to debtors is
included in the meeting packet. Mr. Korby noted that attorneys fees will be deducted from the
settlement.

Agenda Item 8 — Report, Discussion and Action, if any, on Status of Mini-Satellite
Projects. Mr. Korby reported that Golden Gate Fields is moving forward in a mini-satellite facility
agreement with Farrington’s Sports Bar in Pleasant Hill, with consent from the Solano County Fair.
SCOTWinc. continues to work with a restaurant/BBQ in San Clemente and the Monterey County
Fair is moving forward in a partnership with Banker’s Casino in Salinas.

Mr. Carpenter reported that he received an appeal on the Artichoke Joe’s mini-satellite
application and will go before the CHRB again when schedules permit.

Agenda Item 9 - Financials. There were no comments or questions regarding the
financials.



Agenda Item 10 — Executive Director’s Report. Mr. Korby stated that there are reports that
several very wealthy Thoroughbred owners are involved in the effort to sell the San Diego County
Fairgrounds.

Respectfully submitted,
Heather Haviland



CALIFORNIA AUTHORITY OF RACING FAIRS
Board of Directors
Tuesday, September 7, 2010

MINUTES

A meeting of the California Authority of Racing Fairs Board of Directors was held at 12:30 P.M.,,
Tuesday, September 7, 2010. The meeting was hosted by the California Authority of Racing Fairs
in the CARF board room located at 1776 Tribute Road, Suite 205, Sacramento, California.

CARF Board of Director members attending: John Alkire, Vince Agnifili, Norb Bartosik, Mike
Paluszak and Rick Pickering. Joining by conference call: Kelly Violini.

Staff and Guests attending: Christopher Korby, Larry Swartzlander, Heather Haviland, Amelia
White, Tom Doutrich, Louie Brown, Raechelle Gibbons, Mike Treacy, Rebecca Desmond, Lisa
Drury, Debbie Cook, Chris Carpenter and Stuart Titus.

Agenda Item 1 - Date, Time and Location of Next Meeting. The next CARF Board & Live
Racing Committee meetings will be held Monday, October 11, 2010 at the Big Fresno Fair, time to
be determined.

Agenda Item 2 — Approval of Minutes. Mr. Pickering moved to approve the meeting
minutes as presented. Mr. Paluszak seconded, unanimously approved.

Agenda Item 3 — Report, Discussion and Action, if any, on Legislative Matters. Mr.
Brown reported that the 2009-2010 legislative session ended at midnight on August 31, 2010. SB
1072 (Calderon), which started as a CARF sponsored bill to extend the sunset of the California
Marketing Committee (CMC), became a vehicle for the omnibus horse racing bill. The bill, in its
tinal form, included a sunset extension for the CMC, a 2% increase in takeout for purses, authority
for the CHRB to enter into agreements for exchange wagering and language to permanently
relocate the Breeders” Cup to California. AB 2414 (Perez) was amended into a sunset for exchange
wagering. Both bills are awaiting the Governor’s signature.

Mr. Brown stated that he expect the implementation of mini-satellite wagering facilities and
discussion of eliminating the protective radius for existing satellites to continue next session.

Agenda Item 4 - Report, Discussion and Action, if any, on Revisions to CHRB Satellite
Wagering Regulations. Mr. Korby reported that the proposed revisions to the CHRB satellite
wagering regulations are included in the meeting packet. The proposed changes are fairly
minimal.



Mr. Korby stated that he does take issue with the requirement for satellites to provide a
detailed promotional plan when the funding for satellite promotions has declined from 1% to the
extremely limited funding provided through the CMC. A more realistic approach would be to
recommend the CHRB require coordination between existing track promotions and outreach to
satellites through those promotions.

Mr. Korby reported that CARF’s existing review process for grading Fair satellites was
more comprehensive than any process the CHRB was able to find nationally.

Agenda Item 5 — Report, Discussion and Action, if any, on MAGNA Bankruptcy
Settlement Negotiations. Mr. Korby reported that the most current agreed upon settlement
amounts from the MAGNA bankruptcy to Fair satellites was provided on a spreadsheet contained
in the meeting packet. If this agreement holds, satellites will receive the full amount of statutory
distributions owed to them versus the 38-41% that is expected for other secured creditors.
Attorney fees will be deducted from the settlement amounts.

Agenda Item 6 — Report, Discussion and Action, if any, on CARF Board Strategic
Planning Conference. Mr. Korby reported that it is his desire, and the desire of several board
members, to hold a CAREF strategic planning retreat facilitated by George Soares.

Mr. Pickering asked that each of the sub-committees provided updates at the reatreat.
CAREF staff will circulate potential dates for the retreat.

Agenda Item 8 — Financials. Mr. Alkire stated that financials were included in the meeting
packet and Ms. Gibbons was in attendance to answer any questions.

Agenda Item 7 — Executive Director’s Report. Mr. Korby reported that the Oak Tree
Racing Association is going to enter into a two-year agreement to run the Oak Tree meet at
Hollywood Park.

Santa Anita Park will be replacing their synthetic surface with a dirt surface.

Mr. Korby and Mr. Alkire have had three meetings with Frank Stronach and MAGNA has
repeatedly expressed a desire to work with Fairs.

There will be a Northern California Stakeholders meeting at 10:00 a.m. in the CARF
Conference Room to discuss racing dates in Northern California. The meeting will be available via
conference call.



The CAREF live racing website, www.calfairs.com, was updated and redesigned prior to the
Stockton race meet.

Mr. Korby will be providing a cost/benefit evaluation of the CARF NTRA membership at
the next meeting.

Respectfully submitted,
Heather Haviland


http://www.calfairs.com/

CALIFORNIA AUTHORITY OF RACING FAIRS
Special Board of Directors Meeting
Monday, August 23, 2010

MINUTES

A special meeting of the California Authority of Racing Fairs Board of Directors was held at 3:30
P.M., Monday, August 23, 2010. The meeting was hosted by teleconference originating at the
California Authority of Racing Fairs located at 1776 Tribute Road, Suite 205, Sacramento,
California.

CARF Board of Director members joining by conference call: John Alkire, Vince Agnifili, Mike
Paluszak, Rick Pickering and Kelly Violini.

Staff and Guests joining by conference call: Christopher Korby, Louie Brown, Rebecca Desmond
and Steven Chambers.

Agenda Item 1 - Report, discussion and action, if any, on legislative matters. At the
request of Mr. Alkire, Mr. Brown reported on the historic background and recent developments of
AB 2414 (Perez). This bill, sponsored by Assembly Speaker John A. Perez, was originally intended
to offer incentives which would encourage the Breeders” Cup to permanently conduct its
annual event at a California track. In early August, CHRB chairman Keith Brackpool, along
with the Thoroughbred Owners of California, lobbied to amend the bill with language allowing an
increase in takeout on two-leg exotic wagers by 2% and on three-leg or more exotic wagers by 3%.
The additional takeout would be directed 100% toward purses. It's estimated that this could create
an additional $35 million in purses annually.

In the closing days of the session, the ADW company TVG and its parent company Betfair, a
British company which operates wagering exchanges, managed to insert language into AB
2414 that would allow implementation of exchange wagering in CA. The last-minute insertion of
this language, leaving no time for policy review, amendment or industry review, creates problems
for support of the bill amongst several parties in CA racing, including CARF.

Mr. Brown reported that the bill is currently supported by the Speaker of the Assembly,
Thoroughbred Owners of CA (TOC), CHRB Chairman, Del Mar Thoroughbred Club, Hollywood
Park, TVG/BetFair, Jockeys Guild (labor) and the Parimutuel Guild (labor). The bill is opposed by
Santa Anita Park, Golden Gate Fields, California Thoroughbred Trainers (CTT), XpressBet (an
ADW company owned by MAGNA) and Churchill Downs (owner of YouBet.com, an ADW
company).



Mr. Korby added that this new exchange wagering language was brought Friday, the last
possible day to submit amendments. Mr. Korby reported that AB 2414 does not contain
provisions to protect CA satellites against potential cannibalization from exchange wagering
(unlike ADW wagering which provides a 2% satellite location fees). The potential for
cannibalization caused by exchange wagering could lead to reduction in business and financial
losses for CA satellites. A letter from TVG/BetFair, offering those assuring regarding Fair concerns
about the implementation of exchange wagering, is attached.

Mr. Korby stated that when the position of those supporting the bill is considered, the most
positive political impact will be achieved by taking a neutral or support position. Mr. Alkire stated
that there is sound reason to supporting the bill and then negotiating for Fair satellites, versus
opposing the bill and being left out of the process. There are safeguards in the current language
regarding exchange wagering, including the requirement of agreements from the host track, from
Thoroughbred owners and approval from CHRB before implementation in California.

Mr. Alkire read a letter submitted by Mr. Bartosik, who could not attend the teleconference,
stating that he suggests the Fairs take an oppose position unless a deal can be secured for satellites
that is similar, or better than, the current location fee percentage for ADW wagers.

Mr. Agnifili asked if TVG was the only prospective company seeking to be licensed for
exchanged wagering and if exchange wagering could be opposed at the CHRB level if the bill is
signed into law. Mr. Korby responded that TVG/Betfair is currently the only operator ready to
immediately offer exchange wagering but that any company could potentially apply for a license.
Mr. Korby also reiterated that even if the bill is passed, exchange wagering providers will have to
receive consent from the tracks, TOC and the CHRB.

At Ms. Violini’s request, legal counsel stated that it is in CARF’s best interest for the Board
to support the bill.

Mr. Paluszak moved for the CARF Board of Director’s to officially support AB 2414 (Perez).
Ms. Violini seconded, unanimously approved.
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November 12, 2010

Board of Directors

California Authority of Racing Fairs
1776 Tribute Rd.

Sacramento, CA

Dear Board Members,

During the last meeting of the CARF Board via teleconference on October 19, 2010, the topic of replacement revenue
for fairs discontinuing or reducing live horse, specifically the Solano County Fair, was discussed with regard to 2011.
At that time, | was asked to provide a written request for 2011 replacement revenues.

Following months of discussions by the sub-committee established to determine how the amount of replacement
revenues and the source of those revenues, the CARF Board unanimously approved a recommendation by the Live
Racing Committee to 1) Table discussion of the "Agreement - Consolidation of Racing Dates and Payment of
Replacement Revenues (DRAFT Agreement as of March 23, 2010" as presented, and 2) Authorize the Executive
Director to establish a new agreement with the Division of Fairs and Expositions, Solano County Fair and San Joaquin
County Fair based on funding from license fee revenues pledged from F&E for a one-year term, as an interim plan.

Although the sub-committee had worked diligently to reach consensus on an agreeable formula by which
replacement revenues would be determined, it was unable to reach consensus on the source of those funds to the
satisfaction of all parties as outlined in the "DRAFT Agreement as of March 23, 2010" in its entirety. Since that time
the Solano County Fair received replacement revenues from the Division of F&E based on the formula agreed to by all
parties, and further discussions of a long-term agreement for replacement revenues in subsequent years suspended
until the 2010 fair racing season concluded.

With the 2010 fair racing season concluded and the 2011 racing calendar determined, it is time to resume the
conversation with respect to replacement revenues for 2011 and beyond. Please consider this to be the written
request that the Board asked for during its October 19, 2010 meeting via teleconference to respectfully request that
the Board:

1. Provide the Solano County Fair assurance of replacement revenue for 2011 for discontinuing live racing in the
amount of $414,088, based on the formula agreed to and used as the basis for replacement revenue in 2010
applying a factor of 14% decline in 2010; and

2. Provide the Solano County Fair with a written agreement for the duration of the replacement revenue period
through 2016, based on the formula agreed to and used as the basis for replacement revenue in 2010, and
specifying the source of those funds.

Thank you in advance for your consideration of this request. | look forward to discussing it and reaching consensus on
unresolved issues soon, so that the Solano County Fair can turn more of its attention to long-term planning without
live racing.

Sincerely,
Solano County Fair Assogiation

Michael A. Paluszak

General Manager

900 Fairgrounds Drive * . Vallejo, California 94589 _,° Phone (707) 551-2000 « * Fax (707) 642-7947 =, SCFair.com



Network of California Fairs
2010/2011 Expenditure Plan




June 2010

To: Members, Joint Committee on Fairs Allocation and Classification

Subject: 2010/2011 Expenditure Plan for the Network of California Fairs

Pursuant to Business and Professions Code 19621(c¢), I respectfully submit the 2010/2011
Expenditure Plan for the Fair and Exposition (F&E) Fund and Satellite Wagering Account. This
expenditure plan will serve the interests of the State of California and your constituents, as well
as deliver the maximum benefit to California fairs at the local level.

In this year of unprecedented changes and financial challenges within the State of California, it is
more important than ever that we support the fairs’ efforts to assist their local communities. |
believe this plan supports the fairs’ local efforts.

The formulation of the plan received significant input from the California fair industry via the
California Fair Alliance (CFA), a subsidiary of the Western Fairs Association (WFA). The plan
received unanimous approval by the CFA Board of Directors on June 11, 2010.

The Fair and Exposition Fund is administered by the Department of Food & Agriculture
(CDFA), which serves as the steward of these funds, ensuring their appropriate use and monitors
the fairs’ adherence to sound fiscal policies. Several important factors are noteworthy relative to
the fairs in California:

First, the State experiences a huge economic return from fair activity statewide. With the
approximate $29 million designated for fair support in the F&E Fund, actual fair budgets total
more than $350 million annually, supported by local user fees including admission charges,
event rental fees, sponsorship income, event production, etc. This translates into more than $136
million in direct state and local income from sales, income and other tax sources; the creation of
more than 28,000 jobs; and a total economic impact to the State of more than $2.55 billion." It is
truly a remarkable entrepreneurial accomplishment and one that provides significant educational
and social benefits as well. Fairs are an important part of California’s economy and a very
important investment in our communities.

Second, California fairs provide a significant social impact by connecting communities with their
non-profit and charity-based community organizations, providing a venue to raise awareness of
their programs and services and to raise funds to support causes for the benefit of local citizens.

1 Fairs — Exploring a California Gold Mine. California Department of Food and Agriculture. 2003.

CDFA Executive Office e 1220 N Street, Suite 400 e Sacramento, California 95814 State of California
Telephone: 916.654.0433 e Fax: 916.654.0403 e www.cdfa.ca.gov Arnold Schwarzenegger, Governor



Joint Committee on Fairs Allocation and Classification
June 2010
Page 2

For many local non-profit groups, a majority of their annual charitable budgets are derived from
fundraising activities at fairgrounds in California.

Lastly, fairs in California play a pivotal role each year during natural disasters by working
closely with the California Emergency Management Agency (CalEMA) and the State’s
Homeland Security organization to assist with preparedness by serving as heating and cooling
centers, staging sites and rescue locations for people and animals during forest fires, floods,
earthquakes and other emergencies. For example, several fairgrounds were used as staging areas
for CalFire and the U.S. Forest Service during the devastating forest fires of 2009 including the
Station and 49 fires. Several years ago, the Governor’s Office and Office of Emergency Services
tasked the Department to open cooling centers at fairgrounds throughout the state during the
height of a grueling July heat-wave and fairgrounds have been available to CalEMA for that
purpose every year.

While the benefits of California fairs are clear and quantifiable, economic challenges continue to
hamper these 79 revenue-producing enterprises known as California’s network of fairs. The
F&E Fund provides direct assistance to the fairs to ensure they can continue to provide the basic
level of support their communities have come to expect and deserve.

My staff and 1 look forward to the opportunity to discuss this plan with you. If you would like
additional information, please contact Michael Treacy, Director for the Division of Fairs and
Expositions, at (916) 263-2952.

Secretary

Enclosure
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NETWORK OF CALIFORNIA FAIRS
2010/2011 EXPENDITURE PLAN

Executive Summary

The following report presents the
2010/2011 Network of California
Fairs Expenditure Plan to the Joint
Committee on Fairs Allocation and
Classification.

California Fair Network

The network of California fairs includes 80
fairs divided into four categories (the latter
three are non-DAA organizations):

e 54 DAAs: State government entities
o 52 active DAAs

o 2 DAAs were deactivated
during fiscal year 1997/98

e 23 County Fairs: County government
or not-for-profit organizations

e 2 Citrus Fruit Fairs: Not-for-profit
organizations

e The California Exposition and State
Fair (Cal Expo): A state department

The Nevada County Fair in Grass Valley

“Aside from their rich
history, California’s
fairgrounds are
unheralded community
assets that must be
preserved, protected and
appreciated.”

-A.G. Kawamura,
Secretary, California
Department of Food &
Agriculture

2010/2011 Expenditure Plan
Highlights

A new era for California fairs began in
2009/2010 as the fair industry’s 77-year
relationship with horse racing as a primary
fund source came to an end. The primary
fund source for the Fair and Exposition
Fund shifted from horse racing license fees
to the state General Fund, on July 1, 2009.

This fund shift occurred at a time when
horse racing in California was struggling to
survive and revenue shortfalls within the
Fair and Exposition Fund were at record
highs, thereby jeopardizing the solvency of
many California fairs.

Through the implementation of SB 16xx in
July 2009, funding to the California fair
industry was made whole for the first time
in five years. With the continuous
appropriation from the state General Fund,
the Fair and Exposition Fund once again
provides opportunities to stimulate the fairs
and their local communities:

e Updated classification of fairs for the
first time in 17 years recognizing the
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2010/2011 EXPENDITURE PLAN

fiscal progress of many fairs.

e An increase in base allocations for
most fairs under the reclassification (a
number of fairs’ success resulted in
less state support).

e Major funding available for crucial
capital improvements and
infrastructure for the first time in five
years.

e The continuance of support programs
established to assist fairs with best
business practices.

e The continuance of support program
for fairs’ role in emergency response
and community services.

Guaranteed Return on Investment
California fairs have immense economic,
educational, social and cultural impacts.
They embody the entrepreneurial
excellence, quest for knowledge,
innovative drive, and community spirit that
is the Golden State.

The Salvation Army’s Drought Relief food
drive at the Big Fresno Fair

E-waste collection at the Merced County Fair

While the current environment presents
reasons for some concern, it has only
highlighted the importance of the fairs to
their local communities and the state of
California as a whole. The state’s return on
its $32 million investment in fairs is
undeniably positive in all respects, as fairs
continue to be a beacon of light for many.

Therefore, the Department of Food and
Agriculture and the California fair industry
as a whole remain confident that regardless
of fund source, the legislature and public at
large will continue to see financial support
of fairs as a tremendous investment for all
of California.

e $2.55 billion positive economic
impact on California based on
spending by all participants at fair
time and interim events.’

e $963 million in attendee direct
spending at fair time and interim
events annually.

e $791 million in annual income
impact from attendee, fair
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organization and fair-related business
spending.’

e 28,000 annual jobs created by fairs
through direct employment and
multiplier impacts.

e $136 million in annual state and local

government tax revenues from fair-
related activities."

e $30 million in non-profit and
community benefits annually.’

e Fairgrounds are the ideal vehicle for
broad-based economic stimulus.

e Fairs serve as community lifelines
during natural disasters.

e Fairs play an enormous role in
meeting recreational needs
throughout the state.

e California’s fair network is at the
forefront of renewable (solar) energy
production in the country.

e Fairs continue to play an essential
role in promoting the quality and
diversity of California agriculture and
community in both rural and urban
areas.

Understanding the benefits of having
quantifiable data to support the financial
and social benefits of fairs, F&E is pursuing
an updated economic and social impact
study for the California fair network within
the next couple of years.

'California Department of Food and Agriculture,

Division of Fairs and Expositions. Fairs — Exploring a

California Gold Mine, 2002.

Fairs instill a love of agriculture
in the youth of California

Emergency Preparedness &
Response

California fairs continue to be called upon
by federal, state and local public health
and safety agencies on a regular basis to
assist with emergency preparedness and
response. Fairgrounds are an invaluable
resource during emergencies such as
earthquakes, floods, fires, and other natural
or unnatural disasters. The roles fairs play
during these exercises and emergencies
vary significantly and occur frequently.

Examples of current and past fairground
usage include mobilization and emergency
staging sites, evacuation centers for people
and animals, fire camps, emergency
preparedness training locations, and
temporary homeless shelters.

Fire Camp on the grounds of the Inter-Mountain
Fair of Shasta County in McArthur
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Third graders making butter at Youth Ag Day at
the Solano County Fair in Vallejo

Agriculture and Education

The heart of the fairs’ tradition lies in
agriculture. Fairs are the result of the
industry’s need to showcase its products
and educate the public on the basics of
where food and fiber come from. Whether
it is the annual fair or dedicated
Agriculture Days during the school year,
agriculture education is at the forefront of
the mission of California fairs.

Other education opportunities found at
fairs include fine arts, technology, science,
and nutrition using locally grown food.
Fairs also provide an opportunity for
federal, state and local agencies to educate
the public on their programs and services.
With tens of thousands of patrons visiting a
fair on any one day, fairs are a valuable
conduit to agencies and companies
looking to reach a lot of people in a short
period of time.

A group of Fast Oakland youth learning about

agriculture at the Alameda County Fair in Pleasanton

Funding Strategy

For the past three years, the Department of
Food and Agriculture’s Division of Fairs
and Expositions (F&E) has been
implementing an innovative fair funding
allocation strategy which revolves around
fund growth and sustainability. This
strategy was developed to deal with
increasing competition from neighboring
venues, an ever-decreasing fund source
from horse racing, and deteriorating fair
facilities.

While the 2010/2011 Expenditure Plan
continues to emphasize these renewed
areas of focus, attention is also being
placed on other support programs to help
fairs respond to the troubled economy.

Revenue Source

Beginning in 2009/2010, fair funding that
is not self-generated is derived entirely
from the state General Fund. Pursuant to
Senate Bill 16xx, state horse racing license
fees are now retained by racing
associations, racing fairs, and horse owners
in an effort to stimulate the struggling horse
racing industry. The California Horse
Racing Board, however, continues to
receive an allocation from license fees for
its regulatory oversight of racing
associations and fairs as well as
California’s network of satellite wagering
facilities.

Expenditures
(See pages 22 through 26 for details)
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Fair Local Assistance ¢ Infrastructure/Health & Safety:

The expenditure budget has $43,604,225 18.14% of the local assistance budget
(90.8%) earmarked for the direct support of is earmarked for the Division’s
California’s fair network. infrastructure programs funding by

the infrastructure sinking fund, which
is intended to generate significant
capital to address aging infrastructure
at California fairgrounds.

e Baseline Funding and General Fair
Programs: 52.89% of the local
assistance budget is earmarked for
baseline operational support for fairs,
incentive programs, and the Priority e Training & Education: 0.38% of the
Fair Intervention program. local assistance budget is earmarked

for the development and delivery of

training seminars and workshops on
emerging fair issues, and professional
development for fair personnel and
boards of directors.

e Operational Support: 11.34% of the
local assistance budget is earmarked
for bond debt service, construction
services, and property insurance.

e Horse Racing Support: 17.26% of the
local assistance budget is earmarked
for improvements to live horse racing
and satellite wagering programming
and facilities, supplemental horse
racing purses at California racing fairs
(set in statute), and race track
preparation costs.

Training & Education
0.38%

Health & Safety
0.69%

Racing & Satellite
Wagering Support
17.26%

Operational Support
11.34%

Baseline Funding and
General Fair Programs
52.89%

Infrastructure
17.45%
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Introduction

This report presents the 2010/2011
Expenditure Plan to the Joint Committee on
Fairs Allocation and Classification within
the California State Legislature. This
publication includes an overview of the
network of California fairs, the roles and
responsibilities of various state, county and
private organizations, an explanation of the
2009 change in the fund source for fairs,
and a comprehensive program list
explaining the full range of programs
supported by the Expenditure Plan.

Authority

The California Department of Food and
Agriculture (CDFA) provides fund
administration and broad policy oversight
to the network of California fairs through
the application of law; development of
policies, procedures and regulations; and

Fairs create memories that last a lifetime

broad supervision over fair fiscal and
administrative matters.

Business and Professions (B&P) Code
Sections 19620 and 19606.1 authorize
CDFA oversight of the Fair and Exposition
Fund and Satellite Wagering Account,
respectively. B&P Code Sections 19621(c)
and 19606.1(c) require CDFA to prepare
an annual expenditure plan for review and
approval by the Joint Committee on Fairs
Allocation and Classification. The annual
plan also incorporates input from the
California fair industry and fair business
partners to ensure its relevancy and
support by key stakeholders.

Fairs promote California’s agricultural heritage
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The Division of Fairs and Expositions

CDFA’s Division of Fairs & Expositions
(F&E) provides fiscal and policy oversight
of the network of California fairs and
ensures the best use of available funding
and other services. F&E is comprised of 18
staff members dedicated to serving
California’s network of 80 fairs.

Fair Network Oversight
This oversight responsibility includes the
following (B&P Code Section 19620):

« Manage and monitor the solvency of
the Fair and Exposition Fund and the
Satellite Wagering Account.

 Distribute available state resources to
the network of California fairs for
local (base) allocations, health and
safety repair projects, revenue
generating projects, horse racing
facility improvements, and other fair
programs.

Table 2

o Create a framework for administration
of the network of California fairs,
allowing for maximum autonomy and
local decision making authority.

« Provide incentives for fairs to seek
matching funds and generate new
revenue from a variety of sources.

e Ensure that annual fiscal audits and
biennial compliance audits are
performed.

» Support continuous improvement of
fair programs to ensure California
fairs remain highly relevant
community institutions.

F&E provides varying levels of oversight
depending on the fair type. Table 2
provides examples of the type of oversight
provided to District Agricultural
Associations (DAA) and non-DAA fair
organizations.

Oversight of DAAs

Oversight of Non-DAAs

Approve annual operating budgets

Approve annual operating budgets

Conduct fiscal and compliance audits

Conduct or review fiscal and compliance audits

Review annual end-of-year statements of operations

Review annual end-of-year statements of operations

Define criteria and reporting requirements for
funding programs

Define criteria and reporting requirements for
funding programs

Provide consultation to boards of directors and staff
on state policies and procedures

Provide consultation to boards of directors and staff
on applicable state policies and procedures

Analyze fair-related legislation

Approve carnival bid packages

Facilitate personnel transactions

Review contractual agreements between the fair
organization and host county

Approve contracts and carnival bid packages

Provide consultation to fairs experiencing
managerial, fiscal, or operational challenges

Emergency service coordination

Emergency service coordination

Intervention Authority — provide oversight to fairs
experiencing managerial, fiscal, or operational
challenges
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Network of California Fairs

Overview

B&P Code Section 19622.1 defines a state-
supported fair organization as any fair that
conducts an annual fair and adheres to the
CDFA’s reporting requirements, which
include but are not limited to the submittal
of an annual operating budget and
statement of operations. The generic term
of “fairs” refers to DAAs, county fairs,
citrus fruit fairs, and the California
Exposition and State Fair.

The network of California fairs includes 80
fairs divided into four categories (the latter
three are non-DAA organizations):

54 DAAs: State government entities
o 52 active DAAs

o 2 DAAs were deactivated during
fiscal year 1997/98

23 County Fairs: County government
or not-for-profit organizations

2 Citrus Fruit Fairs: Not-for-profit
organizations

The California Exposition and State
Fair (Cal Expo): A state department

It's all about the animals at California’s fairgrounds. Animal lovers rejoice!
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Map of California Fairs
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Organizational Relationships

State Government

Governor

California Horse
Racing Board (CHRB})

County Government
or Not-for-Profit

California Department
of Food and Agriculture
(CDFA)

Division of Fairs &
Expositions (F&E)

Not-for-Profit

District Agricultural
Associations (DAA}
(54 Fairs}

County Fairs
(23 Fairs)

* California Exposition
and State Fair
(1 Fair}

Citrus Fruit Fairs.
(2 Fairs}

* California Exposition and State Fair is a state agency.

State Government

California Department of Food &
Agriculture (CDFA): A state department
responsible for the oversight of California’s
agricultural industry, including the network
of California fairs.

Division of Fairs and Expositions (F&E):
Division of CDFA that provides fiscal and
policy oversight for the network of
California fairs and ensures the best use of
available funding and services.

California Horse Racing Board (CHRB):
Regulates pari-mutuel wagering, promotes
the horse racing and breeding industries
and maximizes State of California tax
revenues from horse racing. CHRB
provides regulatory oversight to six
privately owned racetracks, nine racing
fairs, and 33 simulcast facilities.

District Agricultural Association (DAA):
Holds fairs, expositions, and exhibitions to
showcase various industries, enterprises,
resources, and products, and to highlight
California agriculture. Each DAA is
governed by a nine-member
gubernatorially appointed board of
directors.

California Exposition and State Fair (Cal
Expo): A state department in Sacramento
responsible for holding the annual
California State Fair and exhibitions to
highlight various industries, enterprises,
resources, and products of the State.

County Government or Not-for-Profit
County Fairs: Holds fairs to highlight a
county’s agricultural and natural resources.

Citrus Fruit Fairs: Holds annual fairs to
celebrate the citrus fruit harvest.
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Joint Powers Authorities

Trade Organization

. . . California
California Fair .
Services Authority (GRS E e

Authority

(CFSA) (COA)

California Authority
of Racing Fairs
(CARF)

Western Fairs
Association

(WFA)

In addition to state government, there are
other organizations involved with fair
operations and industry direction.
Abbreviated descriptions of each
organization’s major roles are described
below:

Joint Powers Authorities (JPAs)

Three JPAs have been formed in California
to provide specified services to the fair
industry. CDFA is a party to the joint
powers agreement that authorized the
formation of each of the following JPAs:

California Fair Services Authority (CFSA):
Administers risk-sharing pools (general
liability, workers” compensation, revenue
protection and all-risk property) designed
to protect the Fair & Exposition Fund and
local fair organizations; provides safety
programs, facility inspections; and provides
accounting, payroll, purchasing, computer,
employee benefits, and management
services.

California Construction Authority (CCA):
Provides financing, design, and
construction services for capital
infrastructure, deferred maintenance,
health and safety improvements, and horse
racing facilities on fairgrounds.

California Authority of Racing Fairs
(CARF): Provides legislative and
operational support and professional

development services for its members, all
of which are horse racing fairs; assists
CDFA with site selection and development
for satellite wagering facilities; manages
the track preparation agreement; and
recommends an annual Satellite Wagering
Account and racing track improvement
plan.

Trade Organizations:
The following not-for-profit association
provides services to the fair industry:

Western Fairs Association (WFA)Y
California Fairs Alliance (CFA):
Sacramento-based trade association
representing 72 of California’s 80 fairs.
Services include educational activities,
training programs, and legislative
advocacy.

Performers showcase traditional Polynesian
dance at the Solano County Fair in Vallejo
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Fair Organization Classifications

California fairs submit operating budgets to
F&E for review and approval annually.
These budgets are comprised of both
locally generated revenue and state
support. Approved budgets are required for
state funding eligibility. The state support is
distributed as annual local (base)
allocations and special programs. See
Table 3 on the following page.

Local (base) allocations are provided to the
fair network to help offset operating costs
and infrastructure needs. The amount each
fair receives is based on their annual
operating budget. Small fair organizations
receive a greater percentage of their budget
in state support than larger fairs do. This
staggered funding takes into account the
fair organization’s ability to generate
enough revenue to be self-sustaining.
Regardless of size, all fair organizations
augment their operating budgets with
revenues received through their year-round
events and activities.

To ensure equitable distribution of local
(base) allocations, F&E established an
allocation policy providing support to fairs
within seven budget-related classifications.
The result is that the smallest fairs, those in
classes I-1V, receive the largest annual
(base) allocation of local assistance funding
from the General Fund ($120,000 -
$200,000). Classes I through IV fairs have
annual operating budgets of less than $5
million. The fairs are truly the heart of the
community and maintaining state support
is critical to their success. For some class |
fairs, the annual allocation represents up to
70% of their annual budget.

In 2009/2010, the stabilization of the Fair
& Expositions Fund from the state General
Fund allowed F&E to increase base
allocations for Class | through V fairs for
the first time since 2001. In that same year,
F&E was able to review and update the fair
classification formula for the first time in
17 years. The reclassification resulted in 27
fairs being reclassified, most to a higher
class in recognition of their success in
increasing operating revenues. The largest
fair organizations, those in classes VI and
VII, receive zero (base) allocations.
Through prior year project cost savings,
F&E was able to provide a one-time
supplement to the base allocation for all
fairs. However, funding to the
unemployment insurance and property
insurance programs that benefit the largest
fairs has remained intact.

Fairs provide valuable opportunities for charitable
fundraising. The Calaveras Follies is a production
held at the Calaveras County Fairgrounds that raises
money for the Calaveras Youth Mentoring Program
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Table 3 - Local (Base) Allocations for 2010/2011

Allocation Criteria
Class Operating Revenue # of Fairs Total Allocation
Level ($1,000's) Per Class Local (Base) Allocation Per Class Level
I Up to 360 12 $165,000 - $199,000 $2,335,500
1 360 - 550 9 $172,500 - $198,000 $1,603,500
[l 550 - 1,000 28 $143,200 - $198,000 $4,326,700
IV 1,500 - 3,000 14 $72,500 - $138,200 $1,656,850
V 5,000 - 6,000 4 $37,500 - $115,500 $215,500
VI 6,000 - 10,000 5 $0 - $25,000 $50,000
VI Over 10,000 5 $0 $0
Special Events (Supplemental allocation):
Grand National Rodeo (1A DAA) 140,000 140,000
Great Western Livestock Show (24th DAA) 50,000 50,000
San Benito County Saddle Horse Show 50,000 50,000
TOTAL: $10,428,050
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Benefits of California Fairs

Fairs benefit Californians in a variety of
ways from the obvious to the obscure.
There is so much more than the fair just
“coming to town.” Fairs in most
communities are the longest running
annual events of the county and
fairgrounds provide more services to the
public than are realized.

From agriculture and education to
emergency preparedness and economic
stimulus, fairs are more relevant to the state
today than ever before.

Agriculture and Education

The heart of the fairs’ tradition lies in
agriculture. Fairs are the result of the
industry’s need to showcase its products
and educate the public on the basics of
where food and fiber come from.

4-H programs at fairs are a great way (o get kidls
involved in agriculture at a young age

A sampling of the county’s bountiful harvest
on display at the Big Fresno Fair

Nearly 200 years old, American fairs were
created to inspire and educate the farmers
of America. “The first agencies for
agricultural education that had a popular
appeal, (fairs) were conducted on the
theory that competitive displays of
products would prompt the farmers to
improve their livestock and crops and to
adopt the new agricultural machinery.” '
That ideal remains true today as fairs are
looked to as top components in the
agriculture education of the nation.

Numerous fairs in California provide youth
agriculture education programs separate
from the annual fair. Grade school students
are brought to fairgrounds for a day to
learn all about how food and fiber is grown
and produced right here in their own state.
They get to see agriculture in action and
they remember their trip to Ag Day for a
lifetime.

During the annual fairs, there is a vast
amount of agriculture education provided
to fair attendees and participants. From the
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4-H girls at the Amador County Fair in Plymouth

showing of prize livestock to cooking
demonstrations using locally grown food,
fairgoers have an abundance of choices
when it comes to agriculture education at
the fair.

State and local government agencies use
fairs to disseminate vital information
regarding the protection of California’s
natural, industrial, and agricultural
resources. These public outreach efforts
offer communities a first-hand look at
California agriculture and the essential role
of this $30 billion-a-year industry.

A central feature of fairs is to teach the
public about the importance of agriculture
in California.

e 69% of fairgoers surveyed felt that
they knew more about agriculture
after going to a fair.

e Fairs are a critical part of the junior
livestock program, which educates
young people about the breeding,
raising and grooming of farm animals.
Junior livestock auctions at fairs gross
more than $21 million annually. In
2002, 42,000 animals were
purchased by nearly 19,000 buyers.

10

Students receive 95% of auction
proceeds and are encouraged to use
the funds to further their education. 2

Agritourism is another vital part of the
California fair industry’s contribution in
agriculture education. Through annual
interim events and/or permanent year-
round exhibits, hands-on learning about
agriculture is abundant at California fairs.

The Centennial Farm at the Orange County
Fair is just one example. Centennial Farm
is a three-acre working farm created to
educate youth about agriculture and its
importance to daily life. The Farm is home
to fruit and vegetable gardens, livestock,
and the Millennium Barn. Children and
adults can view pigs, chickens, cattle,
goats and more while strolling though
gardens of lush vegetation. The Centennial
Farm is open every day and is home to
hundreds of school tours annually.

The barn at Centennial Farm at the
Orange Countly Fair in Costa Mesa
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The demonstration farm at the California Exposition
and State Fair features various exhibits to teach
fairgoers about the importance of agriculture

Four fairs have partnered this year to
expand the Central Coast Wine
Competition to incorporate six counties
and more than 100,000 acres of wine
grapes. The contest will involve wineries
and vineyards from as far south as Ventura
all the way up through the San Francisco
Bay Area. Such collaborations are
extremely beneficial to the California
agriculture industry.

Specialty crops are being showcased more
and more at California fairs. Current
exhibits include small demonstration farms
and gardens featuring local and regional
specialty crops. Planned exhibits include
vast enhancements of specialty crop
promotion through expanded gardens,
farming and cooking with local food
demonstrations, and children’s activities.

Locally grown, farm to table, and slow
food methods of production and marketing
are also being highlighted at fairs
throughout the state. Make no mistake that
California fairs are one of the agriculture
industry’s best and most affordable
avenues of marketing to the public.

11

Fairs entertain, but they also educate
people about each other and the
contributions that all segments of our
society make to California. Through this
vital education come the understanding,
appreciation and social harmony so
necessary for a healthy and productive
society. “Obviously the fair in whatever
age and of whatever type has furnished
informally the opportunity for broadening
the experiences of those who have in one
way or another participated in it.”

Fairs serve as a conduit for other industries,
trades, government agencies and public
policy makers to reach the public. The vast
numbers of people who can be reached in
very short periods of time make fairs an
ideal marketing tool for both the private
and public sector.

Fairs are a place to learn about history and
cutting-edge technology. Fair patrons can
learn how to paint a picture, where to
recycle, the pros and cons of a ballot
initiative, and what courses are being
offered by the local community college—
the opportunities are endless.

California’s fairs help strengthen
our community ties
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The San Diego County Fairgrounds in Del Mar is
Just one of the fairs that has served as an evacuation
center for people and their animals

Emergency Preparedness &

Response

California fairs are regularly called upon by
federal, state and local public health and
safety agencies to assist with emergency
preparedness and response. The roles fairs
play during these exercises and
emergencies vary significantly and occur
frequently. Fairs serve as community
lifelines during earthquakes, floods, and
wildfires.

Fairgrounds often serve as command
centers for CalFire, CalEMA, Homeland
Security, Law Enforcement and FEMA.

A drive-thru flu vaccine clinic at the Siskiyou
Golden Fairgrounds in Yreka
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Examples of current and past fairground
use for emergency preparedness and
response include:

Command center, mobilization and
emergency staging sites (e.g., Office
of Emergency Services, U.S. Dept. of
Defense, Dept. of Homeland Security,
local police and fire)

Essential shelters and evacuation
centers for people, pets and livestock

Fire camps

Strategic National Stockpile

The Earl Warren Showgrounds, home of the Santa
Barbara Fair & Expo, served as base camp for
firefighters during the devastating 2009 Jesuita fire

Emergency preparedness training
(e.g., police, fire, SWAT, county
health, homeland security drills)

Cooling and warming centers

Military staging sites for natural
disaster response

Life-flight staging sites

Mass vaccination training and county
inoculation sites

Temporary homeless shelters
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e National Veterinary Stockpile sites
related to the CDC Strategic National
Stockpile use.

In 2010, the California Mid-Winter Fair &
Imperial Valley Expo in Imperial was used
as a staging site for supplies being sent into
Mexico following the 7.9 magnitude
earthquake near Mexicali. Despite the fair
having been over for less than 10 days, the
fair staff and volunteers from the
community stepped up and worked with
CalEMA to create a streamlined supply
distribution center.

Fairs are unique in that they can provide shelter
to both people and their beloved animals
during times of crisis

CDFA and the Division of Fairs and
Expositions was successful in 2009/2010 in
obtaining Homeland Security grant funding
to house facility backup generators at four
strategically selected fairgrounds
throughout the state. The grant also
provided funding for generator operated
light towers at an additional five
fairgrounds to be used at fair facilities as
needed in emergency responses all over
California.

13

Solar panels line the rooftops at the Marin County
Fair & Exposition in San Rafael

Environmental Leadership

Because of its network of fairs, California
once again leads the nation in renewable
energy sources through solar power
generation.

By converting the Golden State’s plentiful
sunlight into solar power, 26 California
fairs generate 8.1 megawatts of electricity
statewide, enough to power 6,400 homes
or a city of 22,000 people. The
photovoltaic systems, which convert light
into electricity, are mounted on the
expansive roofs of the fairs’ exhibit
buildings and barns.

The incredible achievement was initiated
in 2001, and is a joint effort of the State of
California and its network of California
fairs, with grants from the California Energy
Commission, local electrical utilities, and
the Fair & Exposition Fund.

Recycling bins at the San Diego County Fair
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Delicious fair food at the
Riverside County Fair in Indio

Guaranteed Return on Investment
California fairs have immense economic,
educational, social and cultural impacts.
They embody the entrepreneurial
excellence, the quest for knowledge, the
innovative drive, and the community spirit
that is the Golden State.

While the current environment presents
reasons for some concern, it has only
highlighted the importance of fairs to the
state of California and to their local
communities. The state’s return on its $32
million investment in fairs is undeniably
positive in all respects as fairs continue to
be a beacon of light for many.

Therefore, the Department of Food and
Agriculture and the California fair industry

as a whole remains confident that
regardless of fund source, the legislature
and public at large will continue to see its
financial support of fairs as a tremendous
investment for all of California.

The following highlights from a 2002
economic impact study provide
quantifiable answers to the question “What
is California’s return on this $27 million
investment into the fair network?”

e $2.55 billion positive economic
impact on California based on
spending by all participants at fair
time and interim events. ?

e $963 million in attendee direct
spending at fair time and interim
events annually. 2

$791 million in annual income
impact from attendee, fair
organization and fair-related business
spending. >

e 28,000 annual jobs created by fairs
through direct employment and
multiplier impacts. *

Shop il you drop at the Sonoma County
Fair & Exposition in Santa Rosa
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e $136 million in annual state and local
government tax revenues from fair-
related activities. *

e For each worker the fair organization
and related business employ, an
estimated 2.62 jobs are created. For
each dollar that economic
participants pay their employees, an
estimated $2.10 in income is
produced.

e Fach dO”a_r §pent by fairs and interim A traditional dance performance at
event participants generates an Festival de la Familia, an annual event
estimated $0.39 of additional celebrating Hispanic culture held at CalExpo

spending in the state, for a total

impact of $1.39 per dollar spent. *
In addition to providing facilities and

activities for educational purposes and
broad community services, fairs also
provide valuable community activities
such as:

e Field trips

e Agriculture in the classroom

e Cultural events

e Concerts

e Head Start programs

e Pre-school programs

o Before/after school programs

e Charitable activities

e Weddings & other celebrations

e Auto shows

e Livestock events

e Farmers markets

A high school prom hosted at the
Antelope Valley Fairgrounds in Lancaster

The Fair Community
Fairs provide a location for cultural and
social interaction as well as a focal point
for community members to:

e Celebrate their heritage

e Compete in a variety of events

e Hold family reunions

As an added benefit, California fairs
promote awareness of the Golden State’s
cultural diversity. Approximately 33
million people attend fairground events

 Display and view artwork held in rural, suburban, and urban settings
 Learn about other cultures annually. These events attract people from
e Demonstrate new technology various ethnic and age groups, creating a

e Showcase the best of California diverse cultural representation.

15
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The Drought Relief Food Drive at the Big Fresno
Fair. For three cans of food, patrons were given free
admission on Thursday, October 15 from 11:30 AM

to 5:30 PM. The fair raised over 28 tons of food

which, according to the Salvation Army, is the
largest single day food drive in the state.

Community Groups

California’s fairs are major venues for
community groups and nonprofit
organizations to raise money and
awareness of their programs.

e $8 million raised for community
programs by nonprofit groups at
California fairs. *

e The Sonoma County Farm Bureau
raises 90% of its agriculture
education budget through fundraising
at the Sonoma County Fairgrounds
and in turn uses the fairgrounds to put
on an Ag Days for 6,000 students and
their parents every year. The
agriculture education funds are also
used for scholarships.

e The Hammond Ranch Volunteer Fire
Department raises thousands of
dollars each year through the Siskiyou
Golden Fair in Yreka. The funds are
used to pay for training, uniforms and
equipment necessary to keep the fire
department up to date.

16

Attendees
Californians love their fairs and fairground
events.

Annual paid fair time attendance
exceeds 11 million people, and
interim events attract another 21
million people. Total annual
attendance on fairgrounds is almost
33 million people—roughly the same
as California’s population of nearly
35 million people.?

King City—with a population of
11,094—hosts the Salinas Valley Fair,
which draws more than 120,000
attendees throughout the year.
Napa—with a population of 77,106—
is home to the Napa Town & Country
Fairgrounds, which draws more than
380,000 attendees year-round.

The average visitor attends the fair 2.1
times per year and lives within 100
miles of the fair. ?

Events like the flea market at the Madera
District Fair keep Californians visiting
their local fairgrounds year-round.
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Healthy snack options at the
Riverside County Fair in Indio

Fair-Related Businesses

Fair related businesses provide many goods
and services that are essential to the fair
experience.

e Carnival companies generate more
than $41 million in total annual
spending, $18 million in personal
income and $2 million in state and

local taxes. 2

Fair time and master concessionaires
create $131 million in total annual
spending, $66 million in personal
income, and $10 million in state and
local taxes. Attendee direct spending
on food and beverages exceeds $120
million annually, which generates
more than $5 million in state and
local taxes. >

Commercial exhibitors generate in
excess of $491 million in total
spending, $219 million in personal
income and nearly $17 million in
state and local taxes. Attendee
spending on commercial exhibitor
merchandise totals more than $406
million, which generates $32 million
in state and local taxes. ?

Entertainers at fairs create in excess of
$28 million in total annual spending,
$17 million in personal income, and
$1.6 million in state and local taxes. ?
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Social and Cultural Impacts

While the economic impact of fairs is
noteworthy, it is the social and cultural
impacts of fairs that may leave the most
lasting impression on Californians.

Central to being human is creating

community. Community is created for a
purpose and the needs of faith, meaning,
family, civic culture, and neighborhood.

The creator of what American fairs are
known for today, Elkanah Watson took all
of that into account when he organized the
first agricultural fair in Berkshire, MA in
1811. “Recognizing the contemporary
social, economic and religious status of his
community, Watson formulated his plan to
serve the interests of (all). No one was
forgotten.” !

A good time is had by all at California’s fairs
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Fairs play a critical role in creating
community by:

Being meaningful and relevant

Creating and celebrating points of
connection

Providing a safe haven
Being a place of civic responsibility
Recognizing and uplifting excellence

Supporting activities that are
meaningful to the community

Building community relationships

& it -
e

A young fairgoer proudly displays a blue ribbon

at the Solano County Fair in Vallejo
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A local chapter of the Boys and Girls
Club enjoys a day of fun at the
Solano County Fair in Vallejo

The 2002 economic and social impact
study also revealed the following:

95% of attendees surveyed agreed
that the fair they attended provided
worthwhile community benefits.

More than 1.2 million people, 11
percent of total fair time attendance,
participates in fair events and
organized activities such as shows,
exhibit programs, stage performances
and contests.

Many fairs offer free tours to schools, free
youth admission on certain days, and
valuable educational experiences
throughout the year.

' Neely, Wayne Caldwell. The Agricultural Fair.
New York: AMS Press Inc., 1967

? California Department of Food and Agriculture,
Division of Fairs and Expositions. Fairs — Exploring
a California Gold Mine, 2002.
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Funding

Fund Administration

F&E applies the following accounting
principles to administer local assistance
funding from the Fair and Exposition Fund
(F&E Fund) and Satellite Wagering Account
(SWA) on behalf of California’s network of
fairs.

Since the F&E Fund and SWA are
continuously appropriated, unencumbered
reserves at fiscal year end and prior year
project savings will be included in the total
available resources in the following year’s
expenditure plan. Expenditures may also
be adjusted during the year to
accommodate funding fluctuations among
local assistance programs, upon approval
by the Secretary of Food and Agriculture.

Fairgoers enjoy the bustling midway
at the Big Fresno Fair
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Fairs are about more than just fun and games.
A free HINT flu vaccine clinic at the
Riverside County Fair in Indio

Revenue Source

A new era for California fairs began in
2009/2010 as the fair industry’s 77-year
relationship with horse racing as a primary
fund source came to an end.

Beginning on July 1, 2009, fair funding that
is not self-generated is derived from the
state General Fund, as required in SB x2 16
(Ashburn, Chapter 12, Statutes of 2010).
On this date, and every year thereafter, the
General Fund is required by law, to pay
$32 million into the Fair and Exposition
Fund to support the California fair network.
As a continuous appropriation set in
statute, this funding is not a component of
the states annual budget process.

Fairs remain special fund agencies as the
General Fund is obligated to only a fixed
sum. Local fair deficits and/or surpluses
remain a local responsibility.

All other components of the fair funding
structure including the annual expenditure
plan review process by the Joint
Committee on Fairs Allocation and
Classification and the role of the Division
of Fairs and Expositions in fund
management remain intact.
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Programs

All programs within the Expenditure Plan
are reevaluated annually to determine
highest and best use of existing resources
that is consistent with the spirit of F&E's
funding strategy and goal of administering
its programs with a business-like approach.

A new restroom with showers at the Mariposa
County Fairgrounds. Shower facilities are an
important feature for fairs being utilized as
emergency staging areas.

Capital Investment and Infrastructure
Aging facilities have an impact on
competition and continued traditions as
well as meeting vital operations such as
emergency response.

Annual infrastructure sinking fund
resources are allocated among the
following primary infrastructure programs:

Infrastructure Fund: Focuses on repairs and
maintenance needs at all fairs and may
require matching funds from fairs. In
2010/2011 $5.1 million has been allocated
to this program.
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Replenishment Fund (Investment Capital):
F&E will serve as a “venture capitalist” by
providing working capital for strategically
identified projects at fairs with a
demonstrated history of success. Program
replenishment features are based partly on
the success of the project. In 2010/2011,
$1.6 million has been allocated to this
program.

Fair Intervention Program

As with many businesses, the effects of the
uncertain economy have taken a toll on
some of California’s fairs. Currently, the
single largest number of fairs in any given
year is experiencing financial challenges,
prompting swift action by the Department
of Food and Agriculture.

Operating under its statutory intervention
authority, the Department of Food and
Agriculture’s Division of Fairs and
Exposition operates a business unit focused
strictly on assisting and rehabilitating fairs

Base camp for firefighters at the Farl Warren
Showgrounds, home of the Santa Barbara Fair &
Expo, during the 2009 Jesuita fire . Many of
California’s fairgrounds are aging and need
renovations to safely accommodate
emergency personnel and evacuees.
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that are experiencing operational and/or
financial difficulties.

Under the law, the Division may assume
full responsibilities of the board of directors
at a district agricultural association (state-
owned) fair or the California Exposition
and State Fair if the Division deems there
to be a lack of administrative and/or fiscal
control at the local fair level. While this
authority grants the Division broad powers,
the Division has chosen to take a
cooperative approach with its intervention
program that seeks remedies for these fairs
in equal partnership with the respective
boards of directors.

In 2010/2011, $500,000 has been
allocated to this program.

Emergency Response Program
Within the last three years, every fair in
California has been used in some capacity
as an emergency response center.
Examples of fairground uses include, but
were not limited to, evacuation centers for
floods, fires and mudslides to cooling
centers and refuge from freezing
temperatures. In local or regional
emergencies, there is often no source of
reimbursement funding to help the fairs

Firefighters mobilizing at the Far/
Warren Showgrounds, home of the
Santa Barbara County Fair.
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defray the expenses incurred by opening
and operating their buildings and grounds
to assist during these extreme conditions.
This program offers reimbursements to fairs
for actual expenses incurred, such as utility
and personnel costs, etc. that are not
recouped from external fund sources.

In 2010/2011, $100,000 has been
allocated to this program.

Solar panels shade the parking lot at CalExpo,
home of the California Exposition & State Fair

Green Energy Initiatives Program
This funding source is used to sustain
successful environmental programs at fairs.
Fairs in California are currently the top
producer of solar energy of any
organization in the United States. Twenty-
six fairs in our state now produce solar
energy at their fairgrounds. This fund will
assist these fairs to maintain and improve
their photovoltaic systems..

In 2010/2011, $700,000 has been
allocated to this program.
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Program Descriptions

The following briefly describes programs recommended for funding in the 2010/2011
Network of California Fairs Expenditure Plan.

Local Assistance Total: $43,604,225

Operational Support: $4,950,000

California Construction Authority (CCA)
$2,300,000

Property Insurance
$1,000,000

Unemployment Insurance

$950,000

DAA Vehicle Insurance Assistance
$700,000

Funds 100% of the operational support of
CCA, a Joint Powers Authority, which provides
design, engineering, construction, and
inspection services to fairs.

Provides funding for the purchase of property
insurance to protect fair facilities.

Budget Act appropriation to offset fairs’
unemployment costs (B&P Code section
19620.1(b)).

Provides assistance to the DAAs for their
vehicle insurance fees from the Department of
General Services, Office of Risk & Insurance
Management during the three-year claim
settlement period.

General Fair Programs & Funding: $23,095,389

Local (Base) Allocation
$10,428,050

Supplemental Base Allocation
$9,112,339

22

Provides funds to fairs for discretionary use
based on classification criteria that assign
greater support to smaller fairs.

Through prior year project cost savings, funds
became available for a one-time supplement
to base allocations to help the fairs offset
negative impacts from the declining economy.
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General Fair Programs & Funding (Cont'd)

Fair Performance Rating Program An incentive program by which fairs are eligible to
(Previously known as Flex Capital) receive funding based on their annual performance
$2,165,000 rating.

Funding is available for all fairs with an acceptable
performance rating as established by F&E. Funds may
be spent on a variety of items including, but not
limited to:

e Training for staff and board members

e Information technology upgrades

e Real estate analysis, development, and

planning

e Equipment purchases

e Address audit concerns

e Modernization of operations

e Capital improvements / Health and safety

projects
Cal Expo Pro Rata Reimbursement Reimburses Cal Expo pro rata costs (overhead), not to
$265,000 exceed $265,000 annually. (B&P Code Section
19620.1(a))

Contingencies and Special Projects Includes funding for carnival contract, insurance and
$500,000 payroll review from California Fair Services

Authority; Department of Justice legal fees; Employee
Assistance Program cost for DAAs; funding for
special projects and economic uncertainties and

liabilities.
Priority Fair Intervention Program Funding was increased this year, due to the increased
$500,000 number of priority fairs, to support the Department of

Food and Agriculture’s statutory intervention
authority to assist a DAA, county fair or Cal Expo in
the event of administrative and/or fiscal challenges.
Program involves a host of resources to the fair and
fair board of directors that includes, but is not limited
to:
e Statewide and regional best practices
consultation from industry experts
e Facilitation of strategic planning sessions
e Development of a business continuity plan
e Financial and cash flow management
consultation

e Reimbursement of interim personnel resources

23
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General Fair Programs & Funding (Cont'd)

Regional and Statewide Marketing Program
$125,000

Health & Safety: $300,000

Emergency Response Program
$100,000

Health Department Program
$50,000

Urgent Needs Fund
$150,000

Infrastructure: $7,617,597

Infrastructure Fund
$5,119,289

Replenishment Fund (Investment Capital)
$1,578,308
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Funding to support statewide or regional
marketing campaign to promote DAAs,
county fairs, citrus fruit fairs, and Cal Expo. In
addition to extend and broaden the
2009/2010 marketing campaign.

Provides funding to fairs to cover non-
reimbursable costs associated with their
emergency response efforts during fires,
floods, mandatory evacuations, and other
similar emergency situations within their
local communities.

Provides funding for inspection of fair
facilities by the California Department of
Health Services to ensure they meet
recognized standards for health and safety
including storm water runoff, backflow
devices, and safe drinking water.

Provides funding to fairs for urgent,
unexpected expenses related to damage
caused by natural disaster, financial hardship
caused by facility failures, and other
unexpected one-time circumstances that
create an urgent need.

Provides funding for to fairs repairs and
maintenance, accessibility upgrades, revenue
generating projects, emergency projects, and
major capital improvements. Program is on a
three-year cycle. 2010-2011 is the year for
larger fairs which there are fewer of.

Provides venture capital to fairs for strategic
projects proposed by fairs. Fund increase due
to prior year project cost savings.
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Infrastructure (Cont’d)

Project Planning
$220,000

Green Energy Initiatives
$700,000

Training & Education: $163,837

Professional Development & Compliance
$163,837

Provides planning funds to the Division for
implementation of its new funding model for
California fairs. Costs include, but are not
limited to, project scoping and budgeting,
preliminary plans, construction documents
and bidding.

With 26 fairs statewide now producing solar
energy fairs in California are currently one of
the top producers of solar energy in the United
States. This program provides incentive
funding to promote continued environmental
leadership in the areas of alternative energy
and green building technologies at fair
facilities.

This portion of Professional Development and
Compliance provides training funds for fair
staffs in the areas of exhibits and maintenance.
e Exhibit Supers’ School: Exhibit program
ideas, techniques and design.
e Maintenance Mania: Technical updates
and proficiency training (CPR, Cal
OSHA, forklift, networking, etc.)

Racing & Satellite Wagering Support: $7,537,402

Race Track Preparation
$4,237,402

Supplemental Purses
$1,300,000

Wagering Facility Improvements
$2,000,000

25

Provides funds to live racing fairs to
supplement the purchase and installation of
track preparation materials. Program ensures
consistency in track preparation, reducing the
risk of injury to horse and jockey. Fund
increase due to prior year project cost savings.

Provides funds to live racing fairs as identified
in statute to supplement purses at Northern
California fairs and Los Angeles County area
(B&P Code Sections 19605.9 and 19606.3).

Provides funds to support improvements to
live horse racing and satellite wagering
programming and facilities based upon the
priorities identified in industry-wide facility
surveys (backstretch, paddock, grandstand,
etc.).



NETWORK OF CALIFORNIA FAIRS
2010/2011 EXPENDITURE PLAN

Administrative Oversight Total: $4,424,000

CDFA Support — Fairs and Expositions (F&E)
$3,268,000

CDFA Support — Audit Program
$1,156,000
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Budget Act appropriation for operational
support of F&E (B&P Code Sections 19620.1
(b)). Operational support budget includes
the assessment pro rata (share of State’s
overhead costs) imposed by the Department
of Finance.

Also includes majority of Professional
Development and Compliance funding for
the development and delivery of seminars
and workshops on emerging fair issues. The
following is a listing of all training
opportunities provided to the fair industry
annually in which F&E provides training
funds:

e Annual Western Fairs Association
Convention and Trade Show: Industry
trends and issues and mandatory
compliance training

e Executive Development Program - fair
management training program

e California Fairs Alliance Fall Managers
Conference: Industry trends and issues
and mandatory compliance training

e Fair Administrative Services Training
(FAST): Hands-on accounting,
contracts, personnel, insurance, and
human resources training

e Fair internship program —provides
training and employment opportunities
for students interested in the fair
industry

Budget Act appropriation for annual fiscal
and biennial compliance audits of all DAAs
and selected county fairs. Assures
individuals entrusted with public resources
are accountable to the public and other
levels and branches of government.
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DAA

Class No.
1

\Y 01A
IV+ 02
1+ 03
1+ 04
5

1\ 07
11 09
11 10

| 10A
11 12
11 13
1+ 14
\Y% 15
VI 16
1\ 17
11 18
1\ 19
11 20
VI 21

1+ 21A
VIl 22
1+ 23
1\ 24

11 24A
1+ 25
11 26
1+ 27
1\ 28
1 29
11 30
VI 31
VIl 32
| 33
I 34
\Y% 35

1 35A
1+ 36
1\ 37
IV+ 38
11 39
11 40
1 41
I 42
1 44
1+ 45
IV+ 46
I-X 48
1 49
\Y 50
I-X 51
I-X 52
| 53
| 54

* Fair not in operation. Deactivated during fiscal year 1997/1998.

Fair Name

Oakland Fair *

Grand National Rodeo, Horse & Stock Show

San Joaquin County Fair
Silver Dollar Fair
Sonoma-Marin Fair

San Francisco Fair *
Monterey County Fair
Redwood Acres Fair
Siskiyou Golden Fair
Tulelake-Butte Valley Fair
Redwood Empire Fair
Yuba-Sutter Fair

Santa Cruz County Fair
Kern County Fair

California Mid-State Fair
Nevada County Fair

Eastern Sierra Tri-County Fair
Santa Barbara Fair and Expo
Gold Country Fair

Big Fresno Fair

Madera District Fair

San Diego County Fair
Contra Costa County Fair
Tulare County Fair

Kings Fair

Napa Town and Country Fair
Amador County Fair

Shasta District Fair

San Bernardino County Fair
Mother Lode Fair

Tehama District Fair
Ventura County Fair
Orange County Fair

San Benito County Fair
Modoc District Fair
Merced County Fair

Mariposa County Fair & Homecoming

Dixon May Fair

Santa Barbara County Fair (at the Santa Maria Fairpark)

Stanislaus County Fair

Calaveras Co. Fair & Jumping Frog Jubilee

Yolo County Fair

Del Norte County Fair
Glenn County Fair
Colusa County Fair

California Mid-Winter Fair & Fiesta

Southern California Fair
Schools Involvement Fair
Lake County Fair
Antelope Valley Fair

The Valley Fair
Sacramento County Fair
Desert Empire Fair
Colorado River Fair

City

Oakland
Daly City
Stockton
Chico
Petaluma
San Francisco
Monterey
Eureka
Yreka
Tulelake
Ukiah
Yuba City
Watsonville
Bakersfield
Paso Robles
Grass Valley
Bishop
Santa Barbara
Auburn
Fresno
Madera
Del Mar
Antioch
Tulare
Hanford
Napa
Plymouth
Anderson
Victorville
Sonora
Red Bluff
Ventura
Costa Mesa
Tres Pinos
Cedarville
Merced
Mariposa
Dixon
Santa Maria
Turlock
Angels Camp
Woodland
Crescent City
Orland
Colusa
Imperial
Perris
Walnut
Lakeport
Lancaster
Burbank
Sacramento
Ridgecrest
Blythe

County

Alameda
San Francisco
San Joaquin
Butte
Sonoma
San Francisco
Monterey
Humboldt
Siskiyou
Siskiyou
Mendocino
Sutter
Santa Cruz
Kern
San Luis Obispo
Nevada
Inyo
Santa Barbara
Placer
Fresno
Madera
San Diego
Contra Costa
Tulare
Kings
Napa
Amador
Shasta
San Bernardino
Tuolumne
Tehama
Ventura
Orange
San Benito
Modoc
Merced
Mariposa
Solano
Santa Barbara
Stanislaus
Calaveras
Yolo
Del Norte
Glenn
Colusa
Imperial
Riverside
Los Angeles
Lake
Los Angeles
Los Angeles
Sacramento
Kern
Riverside

Fair Start
Date

N/A
10/20/10
6/16/10
5/27/10
6/23/10
N/A
9/1/10
6/23/10
8/11/10
9/9/10
8/5/10
7/28/10
9/14/10
9/22/10
7/21/10
8/11/10
9/3/10
4/28/10
9/9/10
10/6/10
9/9/10
6/11/10
6/3/10
9/15/10
7/8/10
8/11/10
7/29/10
6/16/10
5/15/10
6/25/10
9/23/10
8/4/10
7/16/10
10/1/10
8/19/10
6/15/10
9/3/10
5/6/10
7/14/10
7/16/10
5/13/10
8/18/10
8/5/10
5/20/10
6/10/10
2/26/10
10/9/10
4/20/10
9/2/10
8/20/10
6/17/10
5/27/10
10/21/10
4/8/10

Fair End
Date

N/A
10/24/10
6/20/10
5/31/10
6/27/10
N/A
9/6/10
6/27/10
8/15/10
9/12/10
8/8/10
8/1/10
9/19/10
10/3/10
8/1/10
8/15/10
9/7/10
5/2/10
9/12/10
10/17/10
9/12/10
7/5/10
6/6/10
9/19/10
7/11/10
8/15/10
8/1/10
6/20/10
5/23/10
6/27/10
9/26/10
8/15/10
8/15/10
10/3/10
8/22/10
6/20/10
9/6/10
5/9/10
7/18/10
7/25/10
5/16/10
8/22/10
8/8/10
5/23/10
6/13/10
3/7/10
10/17/10
4/24/10
9/5/10
8/29/10
6/20/10
5/31/10
10/24/10
4/11/10



NETWORK OF CALIFORNIA FAIRS
2010/2011 EXPENDITURE PLAN

" Fair

Class (if:[;]rty Fair Name City County Fagastt:rt End
Date
4 ALA Alameda County Fair Pleasanton Alameda 6/23/10 7/11/10
1l BUT Butte County Fair Gridley Butte 8/25/10 8/29/10
I CLO Cloverdale Citrus Fair Cloverdale Sonoma 2/12/10 2/15/10
I+ EDO El Dorado County Fair Placerville El Dorado 6/17/10 6/20/10
I+ HUM Humboldt County Fair Ferndale Humboldt 8/12/10 8/22/10
\ LAN Los Angeles County Fair Pomona Los Angeles 9/4/10 10/3/10
1l LAS Lassen County Fair Susanville Lassen 7/21/10 7/25/10
| MAD Chowchilla-Madera County Fair Chowchilla Madera 5/13/10 5/16/10
% MAR Marin County Fair & Exposition San Rafael Marin 7/1/10 7/5/10
| MEN Mendocino County Fair & Apple Show Boonville Mendocino 9/17/10 9/19/10
m MER Merced County Spring Fair Los Banos Merced 4/28/10 5/2/10
I+ MON Salinas Valley Fair King City Monterey 5/13/10 5/16/10
I+ NAP Napa County Fair Calistoga Napa 7/1/10 7/4/10
\ NOS National Orange Show San Bernardino  San Bernardino 5/27/10 5/31/10
I+ PLA Placer County Fair Roseville Placer 6/24/10 6/27/10
1l PLU Plumas-Sierra County Fair Quincy Plumas 8/11/10 8/15/10
IV+ RIV Riverside County Fair & National Date Festival Indio Riverside 2/12/10 2/21/10
SBE San Benito County Saddle Horse Show & Rodeo Tres Pinos San Benito 6/25/10 6/27/10

IV+ SCL Santa Clara County Fair San Jose Santa Clara 8/5/10 8/8/10
| SHA Inter-Mountain Fair of Shasta County McArthur Shasta 9/2/10 9/6/10
1] SJO Lodi Grape Festival & Harvest Fair Lodi San Joaquin 9/16/10 9/19/10
\% SMA San Mateo County Fair San Mateo San Mateo 6/12/10 6/20/10
IV+ SOL Solano County Fair Vallejo Solano 6/23/10 6/27/10
\ SON Sonoma County Fair Santa Rosa Sonoma 712710 8/8/10
| TRI Trinity County Fair Hayfork Trinity 8/27/10 8/29/10
4l XPO California Exposition & State Fair Sacramento Sacramento 7/14/10 8/1/10
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California Department of Food & Agriculture
Division of Fairs & Expositions

1010 Hurley Way, Suite 200

Sacramento, CA 95825

(916) 263-2955 * (916) 263-2969
cdfa.ca.gov/fe
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Locatlon and Demographlcs

Monterey (C|ty) populatlon 30 641 )
Salinas (City) population: 144,278
Vionterey (Cotnty) population: 4015762

VIORtErey County, demographics:

xInceme
x VMedian Income $43,305
= EGANICGILY,
m 55,9296 White; 3175% black; 6:05%Asian;,
46,7950 Hispanic o any race
= Age
s 28.4% under age 18, 42.3% age 18-44,
19:3% age 44-65, 10% age 65+
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Casino Information
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Moenterey: County. Faik
Satellite Information

25 Y Ears I BUSINESS

8,600 Square Foetade ol entire fiacility

1 $26, 167 Average Daily Hanale

s AVerade ol 450 pathens per Week

s [licensed by, CAHorse Racing Board

s License applicant fiorSalinasiMini=satellite




Salinas Mini=Satellite
Adreements and Approvals

Apprevediby:Moenterey Cotnty, Fair Boand o DIrectors

Agreement reached betWeen Bankers €asine and
Vienterey County Fair

Similar teragreement BetWeen EresnorEalr andiClun One
candireomiiorSatellite VWagernng in Eresno

SUpPPOrt and proeject funding irom: Caliiermia AUtAoH G Of
Racing Fairs (CARE)

SUpportireom GoeldentGate Fields

Seekingrsupponttireomilihoroughbred OWRENS Of
Ealifernia

WhHER prerequisite agreementsiandrapprovalsianeiin
place;, will'seekdlicense approvalfirom CHREB




Salinas Mini=Satellite
Site Amenities

EUlFBarE ShacksBar, CaterngrAvailable

Banguet Hall oiF5;000 squarefeet dedicated torsatellite
Waderng
Parking et directiyiadjacent torBankersi€asine: Current

capacity 76 cars: 450Mcar parkingigaradeloCated across
the street from Bankers:

Videoreguipment torbeprovided By CAREhreUGROUL
Banduet:Reom satelliterwagerng area

5 2 Elat SCreEnVIAEo displays

5 4 PrOJECLIONISCHEENS

x 12 HDrsatellite receivers (IDISH) network

u 22'cablelV/DireciliV spoerts channels




Seating & Stafiing

5 20 tablesrandiliSrheotns plustbar fionrSatelliteWadgering
x40 seats dedicated torSatellite\Wagenng

s StafffwWillNncludaes:
s IEMutuelfMeney: Roomy/SSiF Attendant (INCOINWVINE)
x IEMutuelivioney:Reomy/SSilF Attendant (SCOINMINE)
s 1P Race Place EmployeeforProgram Sales/Host/HoStess
= Bankerswill provide:
s F00d and bEVErage SenVice
Bartender/AVaitress
Kitchen Stafi:

24 Hour SEcUrty/Survelllance
Cleaning senvice daily.



IHandle Projection

1 $6,000etal estimated daily:handle
n 240 estimated Veary racing days
a 511,920,000 estimated annualfhandle



Nearest Satellite Facilities

M

CRESCENT CITY
e

VIONtErey:

SanJeses 70 miles
Pleasanton: 94 miles
SanVateoe: 99 miles
liurocks 1S miles
Pleasant Hilli 117 miles
\Vallejes 155 miles
Stockton: 145 miles
Eresnos 154" miles
Santa Roesa: 168 miles
Sacriamentos 185 miles
Niulares 196 miles
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California Authority of Racing Fairs
Agency Income Statement
September 30, 2010

2008 2009 2008 2009 2010 2010 2010 2010
Year End Year End YTD YTD YTD Annual  Budget 9% Budget
Actual Actual Actual Actual Actual Budget Variance

Revenue:
Other Revenue 12,384 148 964 30 60 500 (440) 12%
Interest Income 96,705 30,515 33,042 25,449 14,584 30,000 (15,416) 49%
Member Dues 282,520 282,532 218,203 211,899 219,685 292,913  (73,228) 75%
CARF South Programs Admin Fee 29,295 25,351 23,164 19,968 16,913 26,250 (9,337) 64%
CAREF Projects Admin Fee 175,639 66,063 150,678 43,956 58,429 195,000 (136,571) 30%
CARF Live Racing Admin Fee 149,334 112,869 108,044 99,621 90,956 136,723  (45,767) 67%
CARF @ Leased Facility Revenue 0 (311,170) 0 162,490 0 0 0 0%
Total Revenue 745,876 206,308 534,095 563,413 400,627 681,386 (280,759) 59%
Expenses:
Salaries 245,914 226,671 164,584 165,082 163,238 304,423 141,185 54%
Employee Benefits 26,800 23,714 20,746 19,204 13,442 30,000 16,558 45%
Post Retirement Benefits 31,614 666,317 23,694 751,009 25,852 32,896 7,044 79%
Payroll Taxes 12,509 12,487 9,898 9,530 9,405 13,500 4,095 70%
Accounting Costs 16,337 17,209 12,275 13,142 12,655 18,750 6,095 67%
Audit Services 6,188 7,125 5,640 5,250 5,750 6,500 750 88%
Automobile Expense 3,236 435 3,229 435 3,792 4,000 208 95%
Contracted Services 659 543 502 429 6,483 2,000 (4,483) 324%
Depreciation 13,729 13,881 2,034 3,558 3,394 13,500 10,106 25%
Dues & Subscriptions 14,388 36,048 10,918 22,562 9,325 37,000 27,675 25%
Insurance Expense 40,542 37,784 30,096 28,497 27,850 41,000 13,150 68%
Legal Expenses 1,740 11,413 1,740 7,435 16,412 10,000 (6,412) 164%
Legislative Expenses 54,869 53,508 41,440 40,194 36,110 60,000 23,890 60%
Meetings Expense 3,758 5,398 2,741 3,950 2,419 5,000 2,581 48%
Misc. (Ag Day Sponsor) 204 2,482 194 2,419 2,010 2,500 490 80%
Office Supplies 19,576 23,754 15,085 19,018 20,741 20,000 (741) 104%
Postage & Shipping 4,343 5,987 3,170 5,066 2,114 6,000 3,886 35%
Rent (Tribute Road) 39,413 38,916 26,827 28,980 29,323 39,744 10,421 74%
Repairs & Maintenance 0 0 0 0 674 1,000 326 67%
Telephone Expense 8,132 7,390 5,306 5,430 6,984 10,000 3,016 70%
Training 0 0 0 0 895 2,500 1,605 36%
Travel Expense 23,216 25,280 19,761 20,015 20,683 27,500 6,817 5%
Total Expenses 567,165 1,216,340 399,881 1,151,207 419,553 687,813 268,260 61%
Agency Income (Loss) 178,712 (1,010,031) 134214 (587,794) (18,927) (6,427) (12,500)
Southern Program Income (L 0ss) 9,592 7,142 6,785 5,507 3,994 5250  (19,930)
Total Balance Sheet Net Income (Loss) 188,304  (1,002,890) 140,999 (582,287) (14,933) (1,177)  (32,430)
Total Restricted Reserves CARF @
Leased Facility 0 0 0 0 0 0 0




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

2008 2009 2008 2009 2010 2010 2010 2010
Year End Year End  YTD YTD YTD Annual  Budget 9% Budget
Actual Actual Actual Actual Actual Budget Variance

Program Revenue:

Program Sales 397,688 343,634 308,852 266,246 205,508 350,000 (144,492) 59%
Other Revenue 0 0 0 0 0 0 0 0%
Royalties/Fees Due Host (358,703) (311,141) (278,805) (240,772) (184,601) (318,500) 133,899 58%

Total Revenue 38,985 32,493 30,047 25,475 20,907 31,500  (10,593) 66%

Expenses:

Legal Expenses
Meetings Expense 9
Misc Exp.(Storage)
Office Supplies

Paper Expense

Postage & Shipping
Printing Supplies

Rent & Utility Expenses
Repairs & Maintenance
Telephone Expense
Travel Expense

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

OO OO OO0OO0O OO oo
OO OO OO0OO0O OO oo
OO OO O0OO0OO0OO0OOoOOoOOo
[eNelelNeloNolNolNolNolNoNo)

O | OO0 0D OO OO OO0OOoOo
O | OO0 OO OO OO0OO0O oo
O | OO0 OO OO OO OO0O oo

Total Expenses 98 98 0 0 0%

Operating Income (Loss) 38,887 32,493 29,949 25,475 20,907 31,500  (10,593) 66%

CARF Admin Fee 29,295 25,351 23,164 19,968 16,913 26,250 9,337 64%
Rebate

Income (Loss) 9,592 7,142 6,785 5,507 3,994 5,250  (19,930) 76%




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

2008 2009 2008 2009 2010 2010 2010 2010
Year End Year End YTD YTD YTD Annual  Budget % Budget
Actual Actual Actual Actual  Actual Budget Variance

Revenue:

CARF Admin Fee 175,639 66,063 150,678 43,988 58,429 195,000 (136,571) 30%
Project Management 67,608 79,199 43,726 56,509 57,756 77,191  (19,435) 75%
Total Revenue 243,247 145262 194,404 100,498 116,185 272,191 (156,006) 43%
Expenses:

Salaries Expense 49,043 58,723 30,042 39,992 41,439 56,341 14,902 74%
Employee Benefits 6,150 7,287 4,000 6,328 6,294 8,000 1,706 79%
Payroll Taxes 2,204 2,832 1,490 2,113 2,200 3,000 800 73%
Accounting Costs 6,500 6,500 4,875 4,875 4,875 8,000 3,125 61%
Audit Services 2,475 2,550 2,256 2,100 2,300 0 (2,300) 0%
Automobile Expense 0 0 0 0 0 0 0 0%
Contracted Services 0 0 0 0 0 0 0 0%
Telephone Expense 678 708 505 534 580 1,000 420 58%
Travel Expense 0 42 0 42 68 250 182 27%
Misc. Storage 558 558 558 558 0 600 600 0%
Total Expenses 67,608 79,199 43,726 56,541 57,756 77,191 19,435 75%

CARF Admin Fee 175,639 66,063 150,678 43,956 58,429 195,000 136,571 30%




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
TCO02 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

California Authority of Racing Fairs
Live Racing Income Statement

September 30, 2010

2008 2009 2008 2009 2010 2010 2010 2010
Year End Year End  YTD YTD YTD Annual Budget 9% Budget
Actual Actual Actual Actual Actual Budget Variance

46,470 17,065 26,751 15,435 10,014 20,000 (9,986) 50%
80,538 74,561 59,222 62,185 58,942 94,723 (35,781) 62%
22,000 22,000 22,000 22,000 22,000 22,000 0 100%
29,000 29,000 29,000 29,000 29,000 29,000 0 100%
1,074,554 1,059,854 790,344 839,349 794,454 1,262,971 (468,517) 63%
5,010 4,100 0 4,100 4,550 4,000 550 114%
1,257,573 1,206,580 927,317 972,070 918,960 1,432,694 (513,734) 64%
201,995 230,562 126,494 158,175 171,271 227,483 56,212 75%
40,160 44,792 29,464 34,392 35,003 46,000 10,997 76%
10,824 11,877 8,148 9,188 9,849 13,500 3,651 73%
42,250 52,250 31,687 31,687 31,687 48,000 16,313 66%
16,088 16,575 14,664 13,650 23,698 16,088 (7,610) 147%
742 1,182 742 145 3,703 5,100 1,397 73%
0 0 0 0 0 0 0 0%
13,596 12,286 10,141 6,136 7,582 17,000 9,418 45%
0 0 0 0 0 0 0 0%
2,101 0 2,101 0 15,909 10,000 (5,909) 159%
1,803 1,111 1,030 587 2,995 5,000 2,005 60%
0 58 0 58 1,524 0 (1,524) 0%
1,773 3,363 1,083 2,255 2,970 3,000 30 99%
55,224 45,184 44,407 32,059 21,174 45,000 23,826 47%
386,555 419,240 269,961 288,331 327,366 436,171 108,805 75%
26,000 26,596 20,500 20,575 17,443 36,800 19,357 47%
27,509 22,491 25,642 20,398 47,642 30,500 (17,142) 156%
0 0 0 0 0 0 0 0%
103,242 79,601 87,540 71,588 62,996 105,000 42,004 60%
60,010 54,880 38,655 47,310 7,259 72,000 64,741 10%
3,225 1,783 1,669 1,629 3,353 20,000 16,647 17%
3,105 3,321 2,484 2,498 1,188 6,000 4,812 20%
10,825 20,298 6,566 14,701 6,761 11,500 4,739 59%
191,389 178,814 144,371 146,678 114,452 205,000 90,548 56%
55,840 53,156 37,619 43,126 29,554 68,000 38,446 43%
17,970 22,721 17,970 20,322 28,293 15,000 (13,293) 189%
137,700 125,000 109,650 125,000 126,250 181,000 54,750 70%
15,478 19,158 5,136 9,851 6,711 20,000 13,289 34%
17,057 20,469 11,984 18,072 9,982 19,000 9,018 53%
21,851 22,430 19,022 19,218 20,018 30,000 9,982 67%
2,900 3,465 2,000 3,015 1,650 5,000 3,350 33%
27,582 20,288 18,505 20,138 17,088 35,000 17,913 49%
721,684 674,471 549,311 584,118 500,638 859,800 359,162 58%
1,108,239 1,093,711 819,273 872,449 828,004 1,295971 467,967 64%
149,334 112,869 108,044 99,621 90,956 136,723 45,767 67%




California Authority of Racing Fairs

CARF @ Leased Facility

September 30, 2010

2008 2009 2008 2009 2010 2010 2010 2010
Year End| Year End| YTD YTD YTD Annual Budget | % Budget
Actual Actual Actual Actual Actual | Budget | Variance

Revenues:
Commissions - CARF@GG 0| 2,859,642 0| 1,249,779 0 0 0 0%
Non Wagering Revenue - CARF@GG 0 0 0 0 0 0 0 0%
Total 0| 2,859,642 0] 1,249,779 0 0 0 0%
Expenses:
PRA - Labor (Sal,Bene, Tax) 0 96,106 0 41,413 0 0 0 0%
PRA - COGS 0 0 0 0 0 0 0 0%
PRA - Financial Dept. Allocation 0 0 0 0 0 0 0 0%
PRA - Direct Invoices 0| 2,998,791 0| 1,028,311 0 0 0 0%
CAREF Direct Invoices 0 18,531 0 17,564 0 0 0 0%
CARF Billback Allocation 0 57,383 0 0 0 0 0 0%
Sub-Totals 0| 3,170,811 0| 1,087,289 0 0 0 0%
CARF @ Leased Facility Net Income 0] -311,170 0] 162,490 0 0 0 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
AR - FRE/OTHER A/R
PREPAIDS/DEPOSITS
OPEB ASSETS

Total Current Assets

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

TOTAL ASSETS
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

CURRENT YTD  PRIOR YTD
9/30/10 9/30/09
2,791,705 4,914 479
23,043 2,464,942
249,114 69,212
1,928,941 0
4,177 471 4,041,727
77,999 (6,890)
70,610 143 857
435,819 499,871
1,924,684 107,899
74,020 67,199
91,955 0
11,845,360 12,302,297
4,018 10,906
2,239 3,259
10,071 13,202
59,400 89,100
75,728 116,467
11,021,088 12,418,764
172,666 822,316
67,089 58,678
1,929,344 2,955,727
574,070 214,413
473,004 500,728
159,979 158,157
0 0
0 0
0 0
0 0
1,184,057 1,088,498
3,805 4,248
517,765 758,864
2,992,453 1,464,630
8,074,232 8,026,259
90,197 89,170
1,014,000 1,014,000
2,007,217 2,125,782
3,111,413 3,228,952
11,185,645 11,255,211
728,101 1,730,990
22,275 14,850
0 162,490
0 0
(14,933) (744,778)
735,443 1,163,553
11,921,088 12,418,764






