CALIFORNIA AUTHORITY OF RACING FAIRS

EQUIPMENT REPLACEMENT FUND 1992-2009

Chronology
Economic Models
Policies
Historical Milestones
Expenditures

MAY 2010

CHRISTOPHER KORBY
EXECUTIVE DIRECTOR




CALIFORNIA AUTHORITY OF RACING FAIRS
EQUIPMENT REPLACEMENT FUND

REPORT

EcoNomMIC MODELS e POLICIES @ HISTORICAL MILESTONES

Introduction
This report will offer a chronology and background materials on the CARF Equipment
Fund that may be helpful in understanding its history, genesis and structure.

The CARF Equipment Replacement Fund, as originally proposed in 1991-92,

was structured as a simple, classic sinking fund. Black’s Law Dictionary defines
“sinking fund” as follows: “A fund (usually invested), which will be used to replace
improvements as needed. In general accounting, segregated assets which are being
accumulated for a specific purpose.”

In the economic model originally adopted by the CARF Board in 1992, participating
Fairs which operated satellite wagering facilities agreed to assess themselves to create an
Equipment Replacement Fund, managed by CARF on their behalf. These funds were
held by CARF in segregated accounts, one account for each participating Fair. The funds
were being accumulated for a specific purpose: to maintain, replace and insure the
electronic equipment required to conduct satellite wagering.

Coopers and Lybrand, which was advising CARF on financial matters at the time,
collaborated in formulation and implementation of the initial Fund models.

The original Fund had four primary objectives:

1. Provide a predictable, line item expense on Fair budgets that includes insurance,
maintenance and replacement of all satellite and television equipment.

2. Provide a fixed asset inventory system to identify assets, track maintenance and
repair, forecast replacement expenditures and support Fund administration.

3. Provide scheduled replacement of equipment that guarantees new, state of the art
equipment on a predictable interval.

4. Provide a revenue and expense model to assure that Fairs can sustain a self-
perpetuating Fund into the foreseeable future.

I've assembled a set of documents from my files on the ERF which can serve as a
reference for historical milestones, economic models and projections and policy actions
related to the Fund. The documents are attached in chronological order with
descriptions below.
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I commend to your attention several key events memorialized in the attached documents.

1.

In 1992, CAREF staff presented a proposal to the CARF Board that created the
Equipment Replacement Fund. An Abstract of this proposal is attached as
Equipment Replacement Fund Economic Model-Nov1992-ABSTRACT. In
taking this action, the CARF Board agreed on a policy that CARF member Fairs
would assess themselves to create a sinking fund, held at CARF, for the purpose
of maintaining, insuring and replacing electronic equipment necessary to conduct
satellite wagering. Bear in mind that in 1992, construction of the satellite
wagering network had just begun and Fairs were looking forward to managing a
new business in a manner that would ensure reliable and predictable operation to
protect the revenues it generated.

In 1992, the Division of Fairs and Exposition required that any Fair which had
received funding from F&E to build its satellite must participate in the CARF
Equipment Replacement Fund. This directive from F&E has not been changed or
rescinded. Please see document B.

In 1997 and 1998, as an outcome of the Horse Racing Planning Group, a group of
CAREF representatives that had been working with F&E on racing matters, CARF
proposed that F&E assume funding of the ERF. F&E agreed and directed the
following:

a)  acontinuing allocation for support of the ERF:
b)  the Equipment Replacement Fund would be managed by CARF.

Please see documents B, D, E & F below.

In February 1999, as directed in the F&E Memorandum of August 6, 1998, the
CARF Board of Directors set policy for management of the Equipment
Replacement Fund. In light of the new funding from F&E, and in order to ensure
fair and equal treatment for all Fairs which would now receive the benefits of this
new funding, including both Fairs that had paid into the existing Fund and Fairs
that had not previously participated, the CARF Board set a policy that all
participating Fairs must keep funds on deposit at CARF equal to the value of
electronic equipment at their facility. This policy was set in order to ensure that a
satellite Fair always had sufficient funds available to replace the equipment
required to conduct satellite wagering, even in the event that funding from F&E
was discontinued. That policy has remained in effect to this date. Please see the
CARF meeting minutes from 1999 in documents G1 & G2 below. As
recommended by staff, CARF Board policy also included a provision that Fairs
that had not previously participated in the ERF, could “catch up” on deposit
requirements through a multi-year payment plan. Please see document H. for a
sample of the letter sent to these Fairs.
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5. CARF has continued manage the ERF according to the same principles outlined
in the original sinking fund model to meet the objectives noted above: maintain
and replace satellite and television equipment; provide a fixed asset inventory
system to identify assets, track maintenance and repair, forecast replacement
expenditures and support Fund administration; schedule replacement of
equipment so as to assure new, state-of-the-art equipment on a predictable
interval. Projections and forecasts for equipment replacement are based on
inventory, acquisition dates and estimates of its useful lifetime. CARF’s
approach to Fund management helps ensure three important business goals:

a)  Provide skilled, experienced and responsive technical support personnel
for to maintain good operating condition operation of equipment and
technical systems;

b)  Replace equipment before it fails, thereby avoiding interruption in the
business could interrupt revenues to Fairs;

C) Keep the electronic equipment necessary for conduct of satellite
wagering at state-of-the-art status.

To that end, CARF staff regularly updates multiple-year projections for
equipment replacement, based on site-by-site inventory, acquisition dates and
useful lifetime. The last multiple-year projection was done in 2008, projecting
replacement through 2014. Please see document 1.1 below. Each year CARF
staff prepares an annual list of specific replacements for that year. For FY2009-
10, please see document 1.2 below. A summary of inventory, showing the
number of TV’s, big screens and projectors is attached for your reference as
document 1.3. This does not include satellite dishes, head-end equipment or other
such control equipment also required for satellite operation. It may be of interest
that our network contains four thousand seven hundred sixteen (4,716) screens of
various types.

In my estimation, there are a number of important benefits provided to CARF members
by the ERF program.

1. This program has helped keep Fair satellite facilities operating and generating
revenue for Fairs, without any significant equipment failures for twenty
years. Every Fair has been equipped with sufficient redundancy to deal with
intermittent failures. Proper maintenance and replacement of equipment, based
on a schedule of its anticipated useful life-time, prevent significant failures.
Business continues without interruption.

2. Satellite wagering is one of the significant revenue generating business activities
for Fairs. In 20009, satellite wagering generated $8.78 million in commissions to
participating Fairs.
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3. Fair satellite wagering facilities operate in an increasingly competitive
environment. This program has helped keep Fair satellites state-of-the-art and
competitive with tribal casinos and other competitors.

4. The program has also provided first-class, specialized technical support that is
not easy to find in local markets. This specialized, high-quality technical
support has been provided at no cost to participating Fairs.

5. Since 1998, because of the continuing allocation agreement that CARF
negotiated with CDFA F&E, F&E funding through CARF has relieved Fairs of
the financial burden of replacing this equipment from their own scarce funds.
Since 1998, those equipment expenditures can be measured in the millions of
dollars.

I realize that this is a lot of information to digest; however, the history of this program
goes back nearly twenty years, so it has a significant trail of documentation. The
materials in this Report are here as a reference for anyone who wants to take the time to
better understand the background of this program

We hope that the information presented in this Report describes a program that reflects

CARF’s continuing dedication to active, forward-looking management of programs
which directly benefit our member Fairs.

Christopher Korby
Executive Director
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CALIFORNIA AUTHORITY OF RACING FAIRS
EQUIPMENT REPLACEMENT FUND

EcoNomic MODELS e POLICIES ® HISTORICAL MILESTONES

-CHRONOLOGY-
-INDEX TO DOCUMENTS-

A.

Equipment Replacement Fund Economic Model-Nov1992-ABSTRACT

The attachment Equipment Replacement Fund Economic Model-Nov1992-ABSTRACT
is the original ERF proposal adopted by the CARF Board in 1992. In this model, Fairs
paid twice-annual assessments to participate in the fund. It was a simple, classic sinking
fund, putting money aside in segregated accounts, accumulating for the purpose of
replacing electronic equipment when it reached the end of its useful lifetime. The Fund
also paid for insurance and technical maintenance services.

Coopers and Lybrand, which was providing financial advice for CARF at the time,
collaborated in the structure of this model, which was incorporated into the proposal
approved by the CARF Board.

By its nature, a sinking fund accumulates funding for future expenditures. We have
always projected budgets, revenues and expenditures over a multiple year period. Please
see below for the most recent iteration of this multiple-year equipment replacement model,
as shown in Inventory Value with Equipment Replacement Projected by Year through
2014-080501.

B.

F&E Directive-Fair SWFs Required to Join CARF ERF-January 29, 1992

In 1992, F&E issued a memo which directed that any Fair satellite which received funding
from the Division to build their satellite was required to participate in the CARF
Equipment Replacement Fund. This directive has not been changed or

rescinded. See attachment F&E Directive-SWFs Required to Join CARF ERF.

C.

Sample ERF Agreement with Fair — CARF ERF Agreement Lancaster 1991

This attachment is a sample of the contracts that CARF had with individual Fairs setting
out respective duties and responsibilities of participating in the original ERF. In its
original structure, the ERF was financed by assessments paid by the Fair into the Fund.

Note: The Fairs in Bakersfield, San Jose and San Mateo have never participated in the

ERF. Cal Expo, Del Mar, Eureka, Santa Barbara and Stockton have withdrawn and
received their original deposits back.
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D.

CARF ASSET MANAGEMENT PROGRAM-Concept & Description Restated 1997
Circa 1996, F&E convened a Horse Racing Planning Group to advise it on matters related
to horse racing. In 1997, CARF proposed that F&E create a continuing allocation to
support the CARF ERF. As part of the planning for that discussion, CARF’s proposal
included a document that summarized and re-stated the concepts behind the ERF. That
document is attached.

E.

CARF ERF Proposal to F&E — Summary - 1997

In 1997/98, as noted directly above, CARF proposed that F&E create a continuing
allocation to the ERF of $500K per year, thereby relieving CARF member Fairs of a
significant financial burden. This proposal is shown in the attachment CARF ERF
Proposal to F&E - Summary 1997. F&E approved the CARF proposal. The approval of
the continuing allocation, rationale and direction that CARF manage the Fund are
memorialized in the F&E memo noted below, dated August 6, 1998.

F.

F&E Memo- Approval of Continuing Allocation for CARF ERF-August 6, 1998

This is the memo from F&E which set policy and approved funding for CARF to manage
the ERF. Note the language in the opening paragraph: "For the current year and all
subsequent years, barring a change in state policy, F&E will allocate $500,000 to the
ERF. The allocation will become a standard feature of F&E's expenditure plan,
replacing the contributions that CARF member fair organizations currently make into a
pooled fund." The memo also directs: "As before, CARF will administer the equipment
replacement fund, including the replacement schedule and process. Any questions
regarding administration or eligibility should be directed to CARF." Please read

the Rationale in the F&E memo, some of which derives from the CARF proposal for
funding; the reasoning still holds up. Note that the memo requires that Fairs put aside an
amount equal to what they paid into the ERF for Satellite Facility maintenance. To my
knowledge, this provision of the memo has not been enforced. See attachment F&E
Memo-Equipment Replacement Funding-August 6, 1998.

G.

» FERF-CARF Board Resolution 1999

» ERF Policy-CARF Board Adopted-Minutes of Mtg Feb 23-1999
Once F&E had approved a continuing allocation for the CARF Equipment Replacement
Fund, there was a discussion at the CARF Board about how to establish eligibility to
receive ERF benefits if a Fair had not participated in the original ERF. Not every Fair had
contributed into the original ERF, even though all Fairs had been directed by F&E to
participate. For those Fairs which had participated, which included most CARF member
Fairs, there was a "fairness issue" about how to establish eligibility for Fairs that had not
previously participated. F&E had directed that CARF set policy for and manage the Fund.
Furthermore, certain CARF Directors thought that the JPA could have significant liabilities
if some Fairs did not have funds on deposit with CARF and CARF had a responsibility for
providing equipment replacement. Staff proposed a program to the CARF Board which
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would require that earlier non-participating Fairs would pay a "catch-up" deposit
equivalent to the amounts that earlier participating Fairs had on deposit in the original
ERF. This plan was adopted by the CARF Board in Feb 1999 and has remained policy
since that date. The record of these actions is attached in ERF-CARF Board Resolution
1999 and ERF Policy-CARF Board Adopted-Minutes of Mtg Feb 23-1999.

H.

CARF ERF Participation Letters to Fairs - SAMPLE-Indio-1998 - 2000

In response to the policy adopted by the CARF Board, we contacted Fairs that had not
participated in the original ERF or had lapsed in payments. The attachment CARF ERF
Participation Letters -Indio-1998 — 2000 is a sample of the correspondence with Fairs,
encouraging them to undertake a “catch-up” payment plan, as laid out in the policy
adopted by the CARF Board. Most Fairs took advantage of this opportunity to participate.

L.

» Inventory Value with Equipment Replacement Projected by Year through 2014-

080501

» 2009-2010 Fiscal Yr ERF Projects

» Fair Satellite Inventory-TVs-Big Screens-Projectors by Facility + Totals
CAREF has continued to plan equipment replacement schedules based on site-by-site
inventories, projected useful lifetime of equipment and original installation histories. The
most recent version of the multiple-year equipment replacement projection is shown in the
file Inventory Value with Equipment Replacement Projected by Year through 2014-
080501 which we prepared in 2008. This schedule projected a seven year replacement
plan, 2008 through 2014. The color-coded spreadsheet cells show the target year by which
a complete equipment replacement cycle will be completed for each Fair location. The file
2009-2010 Fiscal Yr ERF Projects shows specific replacement projects we laid out for
2009-10. A summary of inventory, showing the number of TV’s, big screens and
projectors is attached for your reference as document I.3. This does not include satellite
dishes, head-end equipment or other such control equipment also required for satellite
operation. It may be of interest that our network contains four thousand seven hundred
sixteen (4,716) screens of various types.

J.
ERF Annual Expenditure Analysis 2001-2009 by Location %

This is a spreadsheet format that we have used to track annual ERF expenditures by
location, showing site-by-site cumulative expenditures, with check-sum columns showing
comparative expenditures, equipment inventory dollar value, and a comparative pro-rata
inventory value. Please look at the columns headed “Totals” and “% of Total Exp”: these
columns show the actual expenditures that CARF has made from the Fund, shown by Fair
location and by percentage of overall expenditures. Now look at the column “Equip
Value” and the column “% Total”: these columns show the dollar value of inventory at
each location and the pro-rata percentage value of equipment at each location. Compare
the actual expenditures ( “Totals”’) and the percentage of total expenditures that it
represents (“% of Total Exp ) to the inventory value (“Equip Value” ) and the pro-rata

May 24, 2010



percentage of equipment value at each site (“ %6Total” ). This spreadsheet format helps us
track balanced expenditures, both by relative size of expenditures and comparative parity
by inventory value at each site.

K.

Fairs Satellite Network-Description — Locations-Parimutuel Distributions 2007-9

This report describes the Fairs and details its contributions to the California racing
industry. It is especially important to note the commissions that flow to Fairs which
conduct satellite wagering; this is a measure of the importance of this activity as a source
of revenue for Fairs.

In our estimation, there are a number of important business benefits provided to CARF
member Fairs by the Equipment Replacement program. The ERF helps protect and
preserve an important business activity and source of revenue at Fairs. Some of these
benefits are listed below.

= This program has helped keep Fair satellite facilities operating and generating
revenue for Fairs, without any significant equipment failures for twenty vears.
Every Fair has been equipped with sufficient redundancy to deal with intermittent
failures. Proper maintenance and replacement of equipment, based on a schedule
of its anticipated useful life-time, prevent significant failures. Business continues
without interruption.

« Satellite wagering is one of the significant revenue generating business activities
for Fairs. In 2009, satellite wagering generated $8.78 million in commissions to
participating Fairs.

« Fair satellite wagering facilities operate in an increasingly competitive
environment. This program has helped keep Fair satellites state-of-the-art and
competitive with tribal casinos and other competitors.

» The program has also provided first-class, specialized technical support that is not
easy to find in local markets. This specialized, high-quality technical support has
been provided at no cost to participating Fairs.

« Since 1998, because of the continuing allocation agreement that CARF negotiated
with CDFA F&E, F&E funding through CARF has relieved Fairs of the financial
burden of replacing this equipment from their own scarce funds. Since 1998, those
equipment expenditures can be measured in the millions of dollars.

As noted in the opening, this report offers a chronology, background and documentation on
the CARF Equipment Fund that may be helpful in understanding its history, genesis and
structure. We hope that the information presented describes and demonstrates CARF’s
continuing dedication to active and forward-looking management of programs that benefit
our member Fairs.
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A. Equipment Replacement Fund Economic
Model - Nov. 1992 - ABSTRACT

The attachment Equipment Replacement Fund Economic Model-
Nov1992-ABSTRACT is the original ERF proposal adopted by the
CARF Board in 1992. In this model, Fairs paid twice-

annual assessments to participate in the fund. It was a simple, classic
sinking fund, putting money aside in segregated accounts,
accumulating for the purpose of replacing electronic equipment when
it reached the end of its useful lifetime. The Fund also paid for
insurance and technical maintenance services.

Coopers and Lybrand, which was providing financial advice for
CAREF at the time, collaborated in the structure of this model, which
was incorporated into the proposal approved by the CARF Board.

By its nature, a sinking fund accumulates funding for future
expenditures. We have always projected budgets, revenues and
expenditures over a multiple year period. Please see below for the
most recent iteration of this multiple-year equipment replacement
model, as shown in Inventory Value with Equipment Replacement
Projected by Year through 2014-080501.
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B. F&E Directive - Fair SWFs Required to
Join CARF ERF - Jan. 29, 1992

In 1992, F&E issued a memo which directed that any Fair satellite
which received funding from the Division to build their satellite was
required to participate in the CARF Equipment Replacement

Fund. This directive has not been changed or rescinded.

See attachment F&E Directive-SWFs Required to Join CARF ERF.




STATE OF CALFORMNIA

DEPARTMENT OF FOOD AND AGRICULTURE

PETE WILSON, Governor

1010 Hurley Way, Suite 200
Sacramento, CA 95825

January 29, 1992 SW 92-1

TO: All Satellite Wagering Fairs
SUBJECT:  Audio-Visual Equipment Fund

Any fairs receiving Division funding for audio-visual equipment are required to be involved in
the CARF Audio-Visual Equipment Fund. Amounts due to this fund are to be delineated in

" the annual fair budget submitted to the Division and must be remitted to CARF in a timely
manner.

If you have any questions regarding this letter please contact me at your convenience, -

you,
o e

orm Towne
Director of Horse Racing

and Satellite Wagering
Division of Fairs and Expositions
(916) 924-2232

7

cc:  Rick Cain
Chris Korby
Stan Wirth



C. SAMPLE ERF Agreement with Fair - Lancaster 1991

This attachment is a sample of the contracts that CARF had with
individual Fairs setting out respective duties and responsibilities of
participating in the original ERF. In its original structure, the ERF
was financed by assessments paid by the Fair into the Fund.

Note: The Fairs in Bakersfield, San Jose and San Mateo have never
participated in the ERF. Cal Expo, Del Mar, Eureka, Santa Barbara
and Stockton have withdrawn and received their original deposits
back.




1111 Howe Ave,
Suite b0
Sacramenta, Califormia 958253

516/9277223
FAX: 916/927-9897

June 26, 1991

Jim Pacini

Antelope Valley Fair

155 East Avenue "“I"
Lancaster, California 93535

RE: Equipment Repair and Replacement Fund
Dear Jin,

This Letter Agreement memorializes an agreement between
the Antelope Valley Fair and the California Authority of Racing
Fairs ("CARF"), which agreement has been reviewed and approved
by the California Department of Agriculture, Division of Fairs
and Expositions.

Purpose. The Division of Fairs and Expositions ("F & E")
has directed the California fairs who participate in satellite
wagering to plan for and establish a fund for the replacement
of audio-visual and related equipment at their facilities.

The fairs and CARF have reached an agreement to establish a
Satellite Wagering Equipment Replacement Fund ("Fund"). The
purpose of the Fund is to accomplish the following objectives:

Provides a predictable, line-item expense on Fair
budgets that includes insurance, maintenance,
replacement of all satellite and television
equipment, and administration of the fund

Provides a fixed asset inventory system to
identify assets, track maintenance and repair,
forecast replacement expenditures, and support
fund administration

Provides scheduled replacement of equipment that
guarantees new, state of the art equipment on a
predictable interval

Provides a revenue and expense model to assure
that Fairs can sustain a self-perpetuating Fund
into the foreseeable future



Antelope Valley Fair
June 26, 1991
Page 2

Term. This agreement establishing the Equipment
Replacement Fund ("Fund") commences on June 30, 1991.
Antelope Valley Fair becomes a participating member of the Fund
on the date this Letter Agreement is delivered, properly
executed, to CARF. The Antelope Valley Fair remains a
participant in the Fund so long as the parties agree and the
Fund continues.

CARF’s Duties. CARF’s responsibilities to the fairs
participating in the fund are:

1. Receive from F & E grants and loans to initiate the
Fund and repay loans, plus interest, as agreed with F & E and
the fairs’

2. Receive from the fairs their periodic payments as
required herein to repay loans and to maintain the Fund;

3. Manage and account for all funds received and
deposited under this Agreement, including all interest and
accumulations thereto, and properly credit and debit each
participating fair’s account;

4. Develop, establish and manage a fixed asset inventory
system to support the Fund;

5. Maintain an insurance policy(ies) as necessary on all
equipment which is subject to this agreement;

6. Review and approve all expenditures for repairs and
service calls incurred by participating fairs. Unapproved
expenditures shall be borne by the participating fair.

7. Purchase and dispose of all satellite equipment of
all participating members of the Fund, and fairly allocate
equipment sales credits to the member fairs.

Fairs’ Duties. As a participating member of the Fund,
Antelope Valley Fair shall:

1. Make timely payment to CARF of the semi-annual
payment established for it on June 30 and December 31, or
earlier, each year. The first payment is due on June 30,
1991. The Antelope Valley Fair invoice is attached.

2. Comply with the procedure(s) of the fixed asset
inventory system established by CARF;

3. Ensure that Antelope Valley Fair employees are
properly trained in the safe care of the satellite equipment,



Antelope Valley Fair
June 26, 1991
Page 3

service and maintain the equipment, and keep service call
expenses at a minimum;

4. Obtain CARF’s prior approval for all equipment
purchases which are out of the ordinary replacement schedule,
and for repairs or service calls exceeding $200.00 to any
single piece of equipment;

5. Cooperate with CARF in the disposition of any
satellite eguipment scheduled or desired to be replaced.

Equipment Use. The possession and use of the equipment
by Antelope Valley Fair is subject to the terms and conditions
of this agreement.

Equipment Maintenance. Unless otherwise agreed with CARF
in writing, CARF shall arrange for the Antelope Valley Fair
equipment maintenance, servicing and repair pursuant to a
contract between CARF and the service provider.

Ownership by CARF. The equipment covered by this
agreement 1is the sole and exclusive property of CARF.

Disputes. Any dispute arising under this agreement shall
be taken before a committee composed of the Chairpersons of
the Finance and Administration/Operations Committees, whose
decision shall be final and binding.

Termination. Either party may terminate this agreement
on ninety (90) days written notice to the other; provided,
however, that a withdrawing fair shall remain liable to CARF
for the timely payment to CARF of any scheduled payment coming
due after the effective date of withdrawal, or which is past
due.

California Authority of Antelope Valley Fair
Racing Fairs

e & D O 1

Ricnard Cain, Executive '7;73ger

Director



D. CARF Asset Management Program - 1997

CARF ASSET MANAGEMENT PROGRAM-Concept & Description
Restated 1997. Circa 1996, F&E convened a Horse Racing Planning
Group to advise it on matters related to horse racing. In 1997, CARF
proposed that F&E create a continuing allocation to support the CARF
ERF. As part of the planning for that discussion, CARF’s proposal
included a document that summarized and re-stated the concepts
behind the ERF. That document is attached.




CARF ASSET MANAGEMENT PROGRAM
EQUIPMENT REPLACEMENT FUND
Review, Description and Recommendations

1) Background
A) Chronology of Satellite Wagering Facility installations
B) Objectives of Asset Management Program, Equipment Replacement Fund: 1) line item on
annual Fair budgets 2) fixed asset inventory 3) scheduled replacement 4) economic model to
support objectives 5) encumbers dedicated funding for necessary future expenditures 6) proven
technical management 7) volume buying leverage.
C) Economic Model proposed to and adopted by CARF Board
D) F&E policies related to Fund
E) MOU's, contracts and policy documents

2) Economic Model

A) Framework
1) Equipment investment establishes cost basis
i1) Calculating projected cost of maintenance and service
iii) Projected interval of service i.e., anticipated useful lifetime
iv) Insurance, administrative costs

B) Model
1) Equipment cost
i1) Inflation factor
iii) Rate of return
iv) Replacement cost
v) Insurance, administration and maintenance/service costs
vi) Service life
vii) Salvage value
viii) Coopers and Lybrand

3) Fixed Asset Management System
A) Identify Assets
1) Report location of assets
i1) Record value of each item
ii1) Mark assets with bar-coded asset tags
iv) Record the serial number of each item
v) Provide portable bar-code readers for on-going inventory control
B) Track Maintenance and Repairs
1) Provide for service chronology on each piece of equipment throughout its service life
i1) Cross reference trouble reports
ii1) Calculate Mean Time Between Failures
1v) Report on equipment out for repair
v) Log service calls to each site



B) Cross-reference Assets and Service Duration
1) Classify data entry for each item
i1) Generate reports by item, by cost and by duration of service to forecast Fund
expenditures
ii1) Report equipment purchase value and calculate present value
C) Support Fund Management
i) Report excessive failures of any single component
i1) Provide portable hardware
iii) Report on equipment reaching end of projected lifetime
iv) Report and calculate in compliance with acccepted accounting standards
v) Provide and active data-base foundation for generation of reports not presently
anticipated

4) Inventory Services
A) Statewide inventory conducted every two years
B) Outsourced to certified, bonded contractor

5) Operations
A) Storage and shipping depot in Sacramento
B) Master inventory computer located in Sacramento
C) Procedures for shipping equipment and for updating inventory computer files
D) Security and backup measures at storage depot
E) Repair and replacement procedures
F) On-site service calls: approvals and procedures
G) Recording new equipment in inventory

6) Equipment Procurement
A) Bidding procedures set by lead agency Sonoma County Fair
B) Pre-qualified vendors
C) Sole-source providers

7) End-of-lifetime equipment disposition
A) Recording assets at time of disposition
B) Acceptable payment procedures
C) Procedures for removal of items from asset inventory

8) Recommendations

A) Legal counsel review existing contracts and MOU's

B) Initiate program to enhance communications with CARF members
1) Quarterly Management Reports
i1) Liaision with CARF regional satellite wagering committees
iii) Prepare and distribute information on Asset Management Program, including a
description, its purpose, operating procedures and current Management Reports
iv) Add above information to CARF Web Site

9) Proposal
A) Proposed revisions to contracts and MOU's
B) Proposal for funding through F&E satellite wagering account



E. CARF ERF Proposal to F&E - 1997

In 1997/98, as noted directly above, CARF proposed that F&E create a
continuing allocation to the ERF of $500K per year, thereby relieving
CARF member Fairs of a significant financial burden. This proposal
is shown in the attachment CARF ERF Proposal to F&E - Summary
1997. F&E approved the CARF proposal. The approval of the
continuing allocation, rationale and direction that CARF manage the

Fund are memorialized in the F&E memo noted below, dated August
6, 1998.




CALIFORNIA AUTHORITY OF RACING FAIRS
ASSET MANAGEMENT PROGRAM
EQUIPMENT REPLACEMENT FUND
Proposal

Background

Simulcast wagering within California began with experimental pilot in 1985 between

Golden Gate Fields and Fresno Fair

In 1987, CARF, newly constituted as JPA, began to implement expansion of

California Fairs satellite network through funding allocated by F&E

In 1990, CARF Board adopted Equipment Replacement Fund Economic Model in

order to provide for orderly maintenance and replacement of technical equipment

required for satellite wagering operation

F&E policy required participation in CARF ERF by any Fair that received F&E

funding for implementation of a Satellite Wagering Facility on its grounds (policy

not strictly enforced)

Recap investment: large sums invested by F&E in Satellite Wagering Facilities

Recap current level of Fair participation. THEME:
The State has a large investment in Satellite Wagering Facilities. All Fairs
benefit from successful operation of the Satellite Wagering Network CDFA
should protect that investment to ensure uninterrupted revenue flow. F&E can
ensure continuing reliable operation by directly funding an asset management
program that provides for orderly maintenance and predictable replacement of
assets.

Proposal

In order to ensure continuing, reliable operation of satellite wagering operations at
California Fairs, California Authority of Racing Fairs proposes that the CDFA Division
of F&E allocate $500,000 annually to fund the CARF Asset Management Program.

Considerations Supporting this Proposal

As noted above, F&E has made a substantial investment to create a state-of-the-art
satellite network at California Fairs.

To date this investment totals approximately $65 million; the network generates
approximately $650 million in annual handle (sales).

The network requires administration, technical maintenance and periodic, scheduled
equipment replacement, management services that CARF already provides.
Business and Professions Code envisions this category of expenditures

This is a logical next step in prudent management of a substantial investment in the
Fairs’ satellite network, in simulcasting and in support of California racing.

Fairs must remain competitive in an increasing environment.

This continuing allocation is necessary to manage, protect and enhance the product
that they offer.



F. Memo - Approval of Continuing Allocation for
CARF ERF - Aug. 6, 1998

This is the memo from F&E which set policy and approved funding
for CARF to manage the ERF. Note the language in the opening
paragraph: ""For the current year and all subsequent years, barring
a change in state policy, F&E will allocate $500,000 to the ERF.
The allocation will become a standard feature of F&E's expenditure
plan, replacing the contributions that CARF member fair
organizations currently make into a pooled fund."

The memo also directs: "As before, CARF will administer the
equipment replacement fund, including the replacement schedule
and process. Any questions regarding administration or eligibility
should be directed to CARF." Please read the Rationale in the F&E
memo, some of which derives from the CARF proposal for

funding; the reasoning still holds up.

Note that the memo requires that Fairs put aside an amount equal to
what they paid into the ERF for Satellite Facility maintenance. To my
knowledge, this provision of the memo has not been enforced. See
attachment F&E Memo-Equipment Replacement Funding-August 6,
1998.




STATE OF .CALIFCRMIA

'DEPARTMENT OF FOOD AND AGRICULTURE

1010 Hutley Way, Suite 200
Sacramento, CA 95825

August 6, 1998

TO: All Satellite Wagering Fairs

SUBJECT: Status of Equipment Replacement Fund and Creation of a Sinking Fund
for Satellite Wagering Facilities

The Division of Fairs and Expositions (F&E) has approved a proposal from the
California Authority of Racing Fairs (CARF) to fund the equipment replacement fund
(ERF) from the satellite wagering account (SWA). For the current vear and all
subsequent years, barring a change in state policy, F&E will allocate $500,000 to the
ERY. This allocation will become a standard feature of F&E's annual expenditure plan,
replacing the contributions that CARF member fair organizations currently make into
a pooled fund.

The horse racing planning group (HRPG) discussed the policy implications of CARF's
ERF proposal. The HRPG recommended that F&E approve this change in funding
policy, in recognition that it is analogous to the state lottery commission's absorption of
all costs for placing and maintaining lottery-playing equipment in all locations, statewida.
In other words, CARF's proposal reflects the following realities:

& The equipment in satellite wagering facilities (SWFs) is the most critical factor in
enabling patrons to wager.

= The state has a revenue interest to protect by ensuring that the technology available
is appropriate and adequate to facilitate wagering.

Furthermore, all fair organizations in the statewide network have a revenue interest in
the success and profitability of the racing and wagering enterprise. Thus, it makes sense
to approve an annual allocation from the SWA to ensure that wagering equipment is
maintained at a high technological standard throughout the system.




Satellite Wagering Fairs
August 6, 1998
Page 2

ELIGIBILITY

As before, CARF will administer the equipment replacement fund, including the
replacement schedule and process. Any questions regarding administration or eligibility
should be directed to CARF.

COMFORT AND AESTHETIC STANDARDS

CARF is currently conducting an inventory of satellite wagering facilities at 10 sites
throughout the state. The inventory entails a detailed assessment of equipment and
conditions in SWFs ("conditions" means furnishings, carpeting, paint colors, rest rooms,
kitchens, and other amenities). When this study has been completed, which is projected
to be in October 1998, CARF committees will collaborate with the HRPG to develop
standards for SWF comfort and aesthetics. The purpose of this activity is, once again,
to ensure that the facilities the network of California fairs maintains and operates are
attractive and inviting to both new and regular patrons.

DEPRECIATION ACCOUNT

The annual allocation of $500,000 from the SWA to the equipment replacement fund
will free up funds that local fair organizations should have been paying to CARF for this
purpose. Effective jimmediately, F&E will require fair organizations that operate SWFs
to add a new line item to their operating budgets for satellite wagering. Specifically, the
new line item will be a "sinking fund," or reserve account, for the exclusive purpose of
maintaining the SWF at high comfort and aesthetic standards.

Budgeting for this line item should represent not less than the amount previously assessed
by CARF for equipment replacement. The fair organization will retain control of the
sinking fund account.

By this time next year, CARF and the HRPG will have completed work on a set of
comfort and aesthetic standards. F&E will ensure that every fair organization with a
SWE will receive these standards. Planning for SWF refurbishment can then proceed in
keeping with a schedule — similar in concept to the equipment replacement schedule --
and F&E will monitor those expenditures.



Satellite Wagering Fairs
August 6, 1998
Page 3

POLICY AND PROFITABILITY REVIEW

Over the next few months, a finandial management consultant will conduct an analysis
of profitability in the satellite wagering enterprise. We are undertaking this study to
obtain information that will support a comprehensive review of current funding and
oversight policies pertaining to satellite wagering. The HRPG believes that various
current policies unnecessarily impede wagering's profitability at the site level. Before we
can make policy changes that will further standardize financial management practices in
SWEs, we need to know whether those practices currently vary from site to site and, if
so, how and which ones should be replicated throughout the system.

CLOSING
You will receive additional details on the sinking fund account in the instructions for
1999 budgets. In the meantime, please call me or Rick Cain of CARF at 916-263-3346

if you have questions.

i
7

Respectfully,

Sharon Jensen, Director
Division of Fairs and Expositions
(916) 263-2952

cc: Darrell Guensler, CDFA
Rick Cain, CARF
Brian Davie, CFSA
Steve Chambers, WFA
Steve Lucas, CCA



G. Establishing ERF Eligibility for Fairs Not
Participating in Original ERF

» ERF-CARF Board Resolution 1999
¢« FERF Policy-CARF Board Adopted-Minutes of
Mtg Feb 23, 1999

Once F&E had approved a continuing allocation for the CARF
Equipment Replacement Fund, there was a discussion at the CARF
Board about how to establish eligibility to receive ERF benefits if a
Fair had not participated in the original ERF. Not every Fair had
contributed into the original ERF, even though all Fairs had been
directed by F&E to participate. For those Fairs which had
participated, which included most CARF member Fairs, there was a
"fairness issue" about how to establish eligibility for Fairs that had not
previously participated.

F&E had directed that CARF set policy for and manage the Fund.
Furthermore, certain CARF Directors thought that the JPA could have
significant liabilities if some Fairs did not have funds on deposit with
CARF and CARF had a responsibility for providing equipment
replacement. Staff proposed a program to the CARF Board which
would require that earlier non-participating Fairs would pay a "catch-
up" deposit equivalent to the amounts that earlier participating Fairs
had on deposit in the original ERF. This plan was adopted by the
CAREF Board in Feb 1999 and has remained policy since that date.
The record of these actions is attached in ERF-CARF Board
Resolution 1999 and ERF Policy-CARF Board Adopted-Minutes of
Mtg Feb 23-1999.




EQUIPMENT REPLACEMENT FUND

Background

Since 1989, CARF has administered an Equipment Replacement Fund to provide for orderly and predictable
replacement of technical equipment necessary for satellite wagering operations at Fairs. From its inception, this
replacement program has been funded from contributions by participating Fairs. Early in the Fund’s
implementation, in order to encourage Fairs to participate, the Division agreed to assist CARF Member Fairs
through a one-time program of loans and grants.

In 1998, as part of the overall reviews undertaken by the Horse Racing Planning Group, CARF staff began
working with the Division of Fairs and Expositions to restructure the funding for this program. As an

outgrowth of these discussions, the Division agreed to assume funding for the Fund, leaving to the CARF
Board overall responsibility for its administration.

The CARF Board determined that Fairs not current in their contributions should become current before they
would become eligible for equipment replacements funded by the new Division allocation. In October of 1998,
CAREF staff contacted all Fairs not presently current in their contributions, advised them of the restructuring
plan, and notified them of the CARF Board determination. Ina February 1999 follow-up letter (attached),
CAREF staff advised these Fairs to propose a plan by February 19, 1999, to the CARF Board as to how they
would become current in their payments.

Status

Nine CARF Member Fairs are not current in their payment to the Equipment Replacement Fund. As of
February 19, 1999, five Fairs have responded in writing with a proposal to become current: Shasta District
Fair, Monterey County Fair, Santa Barbara County Fair, San Bemardino County Fair and Tulare County Fair.
These proposals are attached. Kern County Fair responded in writing that it chooses not to participate and
requests a direct payment of their loan money from F&E. Riverside County Fair has not responded in writing
but has indicated orally that it will not participate. As of the date above, Alameda County Fair and Humboldt
County Fair have not responded.

Recommendation
CARF Staff offers the following resolution.

The CARF Board of Directors resolves the following.

1) The CARF Board accepts the proposals put forward by the Shasta District Fair, Anderson, the Monterey
County Fair, Monterey, the Santa Barbara County Fair, Santa Maria, the Tulare County Fair, Tulare, and the
San Bernardino County Fair, Victorville, for their continuing participation in the CARF Equipment
Replacement Fund, contingent upon their meeting the payments outlined in their proposals. CARF staff, with
the approval of the Board of Directors, will determine the schedule on which equipment at these Fairs is
replaced. Equipment replacement funds allocated by the Division of Fairs and Expositions after January 1998
will not be expended at the Fairs noted above until they have completed the payments which they have
proposed.

2) A Fair which has not submitted payments to the Equipment Replacement Fund but shows a balance in its

Fund account from F&E loans or grants may receive equipment replacement, not exceeding that amount, with
the consent of the Division of Fairs and Expositions.

CACK Docs\ERRADMIN.WP6.25



CALIFORNIA AUTHORITY OF RACING FAIRS

Minutes
Regular Meeting Board of Directors
February 23, 1999

Pursuant to the notice sent to all Directors according to the Bylaws, a regular meeting
of the California Authority of Racing Fairs Board of Directors was held at 3:30 p.m.,
Tuesday, February 23, 1999. The meeting was held in the Jenny Lind room on the Delta King
River Boat, 1000 Front Street, Old Sacramento, California.

The following Directors were present: David Elliott, Brad Gessner, Forrest White,
Roger Hayes, Corey QOakley. Absent: Stuart Titus and Michael Paluszak.

Guests and staff attending: Greg Hurner, Ethan Hirsch, Rick Cain, Christopher Korby,
Eric Johnson, Bernice Dent.

At 3:30 p.m., with a quorum present, President Elliott called the meeting to order.
Ms. Dent served as secretary calling the roll and recording the proceedings.

The minutes of January 24, 1999 were unanimously approved upon motion and second
by Mr. Oakley and Mr., White,

Under Item III, Review and Action on Equipment Fund Proposals, Mr. Korby reported
that the only change to the status report, included in the agenda, was that he had spoken with
the Redwood Acres Fair. The fair has indicated that they will attempt to participate but as of
yet, has not responded in writing.

Mr. Korby presented a chronological overview of the fund and a brief history of the
fairs’ participation in that fund. Originally the policy established by F&E was that fairs who
received new satellite wagering facilities participate in the Equipment Replacement Fund.
Unfortunately the policy was never enforced. It was suggested that a policy be established that
fairs would not be able to receive “new” money allocated from the F&E Equipment
Replacement Fund until they are current in all payments. Mr. Cain reminded the Board that a
year ago, when CARF entered into the project, the goal was to shift the financial responsibility
of the Equipment Replacement Fund to the Satellite Wagering Account. The Board, then
adopted a policy that CARF would administer the fund as part of its agreement with F&E. It
was also agreed that everyone was to come current with their balance, and if not, to put
forward a proposal of how they would, thus making all members fully vested. It was also
noted that last year, F&E suggested that all fairs keep a “replacement allocation fund” within
their budgets for facility improvements.

Mr. Oakley expressed his convictions that a tremendous burden has been placed on the
Board. A fair will make CARF an unpaid and unsecured creditor by not participating in the
Equipment Replacement Fund. It was agreed that all fairs have the obligation of the
requirements for public facilities. By virtue of membership in CARF and by the signing of the
JPA agreement, obligations and benefits have to be met. CARF has entered into agreement

CABD\CARFMINUTES\23FEB99. WPD.5/6/9% 1



with F&E to establish and operate the Fund and has represented to the state that this is a good
investment for the State of California. CARF has extended an obligation on behalf of the fairs
that they must realize. Mr. Hurner stated that F&E has dedicated authority to CARF for the
management of the Equipment Replacement Fund for the benefit of its members who
participate in the Fund.

Of the nine fairs that are in the arrears, seven have proposed payment plans; the Board
then looked at each proposal individually. Mr. Qakley stated that as he sees it, he identifies
three categories: those who have opted out, those who have submitted a payment plan and
those who have not responded.

Mr. Oakley moved that no funds are allocated in excess of the current balance until the
member’s status is current; for the group who has indicated “opting out” the Board will force
the issue of their participation; those who have provided “a payment plan” the Board accept a
two-year payback plan based on a letter indicating the terms of that plan and for the fairs who
have yet to respond, a letter is mailed to them outlining the two options the Board has
determined and the importance of the fair maintaining their technical and amenity
infrastructures. Mr. Hayes seconded the motion.

Upon further discussion, Mr. Oakley amended the motion as stated added that the
payment plan is extended to a maximum of three years. Mr. Hayes concurred. The motion
was unanimously carried.

Moving to Item IV, Report on CARF Committee Assignments, Mr. Cain drew the
Board attention to the list of committee assignments and noted that the Communications
Committee will work closely with Mr. Hayes and Mr. QOakley the fairs representatives to the
recently formed California Marketing Committee (CMC).

Under Item V, Discussion on Board of Directors Retreat, Mr. Cain suggested that this
item be placed on the agenda for discussion at the next Board meeting. He felt that taking the
work done today: the purpose, the value, the goals and note for the record that this was the
work of the Board’s efforts at today’s meeting. It was hoped that it had this information
available at the Northern Satellite Wagering Committee and Live Racing Committee meetings
scheduled for next week. Mr. White suggested the Board consider today’s work at every
Board meeting, and in September, be prepared to decide the direction it wishes to take
regarding the budget process. Mr. Cain suggested beginning the budget process in May. It
was agreed to address a piece of the work (goals and purposes) at every Board meeting to help
with the budgeting.

With no further business before the Board, President Elliott adjourned the meeting at
4:40 p.m.-upon motion and second by Messrs. White and Hayes.

@W\\!&BS\M—/

Be ice Dent, meeting secretary
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H. SAMPLE ERF Participation Letter
to Fair - Indio 1998-2000

CARF ERF Participation Letters to Fairs - SAMPLE-Indio-1998 —
2000. In response to the policy adopted by the CARF Board, we
contacted Fairs that had not participated in the original ERF or had
lapsed in payments. The attachment CARF ERF Participation
Letters -Indio-1998 — 2000 is a sample of the correspondence with
Fairs, encouraging them to undertake a “catch-up” payment plan, as
laid out in the policy adopted by the CARF Board. Most Fairs took
advantage of this opportunity to participate.




1776 Yribute Road
Suie §50 )
Sacradpento, Catotma 93615

(916) 927-7223
FAX. 263-3341

Califomia Authority of Racing Fa:rs

a California joint powers agency

October 23, 1998

Ms Lori Moss
National Date Festival
46-350 Arabia St.
Indio, CA 92201

Dear Lo,

As you know, the California Authority of Racing Fairs administers an Equipment Replacement
Fund which provides for orderly and periodic replacement of electronic equipment at Fair Satellite
Wagering Facilities. This program has ensured that there is money available to maintain and
replace Satellite Facility equipment at current state-of-the-art. In the past, funding for equipment
replacement has come from participating Fairs. Effective this year, however, the Division of Fairs
and Expositions has agreed to provide an annual allocation to support the Fund, thereby relieving
Fairs of that direct obligation. This decision was communicated earlier in a letter from Sharon
Jensen. (Please see attached letter.)

The CARF Board of Directors has determined that any Fair behind in its payments to the Fund

must become current before that Fair is eligible to receive equipment purchased from the F&E
allocation.

We have reviewed our Fund records for your Fair. Our accounts show a current balance of
$29,482 against a replacement value $101,809 for equipment currently installed at your Fair.
Consequently, your accounts require payment of $72,327 to become current.

Please contact us if you would like to discuss this matter further.

Regards,

Christopher Korby
Director of Technical Operations and Development

cc; CDFA Division of Fairs and Expositions

CACK Do ERMADMIN.WP6.14



a Caﬂfo'r:a'a jm"nf powers agency

i Tribute Road, Suite 150
Sacramento, California 95815
Office: gib.gzg.7223 - Fax: 16,263,331
www.Tacingfairs.org

March 31, 2000

Ms Belinda McLaughlin
National Date Festival
46-350 Arabia St.
Indio, CA 92201

Dear Belinda,

As you know, the California Authority of Racing Fairs (CARF) administers an Equipment
Replacement Fund which provides for orderly and periodic replacement of electronic equipment at
Fair Satellite Wagering Facilities. This program has ensured that there is money available to maintain
and replace Satellite Facility equipment at current state-of-the-art. In the past, funding for equipment
replacement has come from participating Fairs. Effective last year, however, the Division of Fairs and
Expositions (F&E) has agreed to provide an annual allocation to support the Fund, thereby relieving
Fairs of that direct obligation.

The CARF Board of Directors has determined that any Fair behind in its payments to the Fund must
become current before that Fair is eligible to receive equipment purchased from the F&E allocation,

We have reviewed our Fund records for your Fair. Our accounts show a current balance of $29,482
against a replacement value $101,809 for equipment currently installed at your Fair. Consequently,
your accounts require payment of $72,327 to become current.
Please contact us if you would like to discuss this matter further.
Regards;

/ b e

Christopher Korby
Interim Executive Director

cc. CDFA Division of Fairs and Expositions
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July 21, 2000

Chris Korby

California Authority of Horse Racing
1776 Tribute Road, Suite 150
Sacramento, CA 95815

Dear Mr. Korby:

Recently our first payment was sent to CARF for the Equipment Fund. Equal
payments will be made approximately about the same time for the next two
years.

As you are aware, we have just received another IRD to be used for the Fair
Meadows signal. As it stands we had problems with the last IRD sent, due to
the fact we had no room to hook it up.

In order to provide quality services to our customers, we would greatly
appreciate your assistance in upgrading our equipment, getting the infotext
working and replacing old televisions. With the payment of the first instaliment,
what is the timeframe in receiving CRAF’s assistants with the new upgrades?

Sincerely,
Belinda J. McLaughlin

Assistant Director of EDA/
Fair Manager

YEAR 2001 FAIR DATES: FEBRUARY 16-25

RIVERSIDE COUNTY FAIR & NATIONAL DATE FESTIVAL < JOB TRAINING % HOUSING
REDEVELOPMENT < ECONOMIC DEVELOPMENT <» COMMUNITY DEVELOPMENT < AVIATION
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August 15, 2000

Chris Korby

California Authority of Horse Racing
1776 Tribute Road, Suite 150
Sacramento, CA 95815

Dear Mr. Korby:

This letter is to confirm that the Riverside County Fair and National Date
Festival will make two additional installments to the Equipment Fund.

The second instaliment will occur by the end of June 2001, and the thlrd and
final instaliment by the end of June 2002.

If you have any questions, please feel free to call.
Sincerely,

F&MQ,\MOJ ¢ u,\vx

Belinda J. McLaughhn
Assistant Director of EDA/
Fair Manager

YeAR 2001 FAIR DATES: FEBRUARY 16-25

RIVERSIDE COUNTY FAIR & NATIONAL DATE FESTIVAL <+ JOB TRAINING < HOUSING
REDEVELOPMENT +» ECONOMIC DEVELOPMENT ~» COMMUNITY DEVELOPMENT <+ AVIATION



L. Inventory

Inventory Value with Equipment Replacement Projected by
Year through 2014-080501

2009-2010 Fiscal Yr ERF Projects

Fair Satellite Inventory-TVs-Big Screens-Projectors by
Facility + Totals

CARF has continued to plan equipment replacement schedules based
on site-by-site inventories, projected useful lifetime of equipment and
original installation histories. The most recent version of the multiple-
year equipment replacement projection is shown in the file Inventory

Value with Equipment Replacement Projected by Year through
2014-080501 which we prepared in 2008.

This schedule projected a seven year replacement plan, 2008 through
2014. The color-coded spreadsheet cells show the target year by
which a complete equipment replacement cycle will be completed for
each Fair location. The file 2009-2010 Fiscal Yr ERF Projects shows
specific replacement projects we laid out for 2009-10. A summary of
inventory, showing the number of TV’s, big screens and projectors is
attached for your reference as document 1.3.

This does not include satellite dishes, head-end equipment or other
such control equipment also required for satellite operation. It may be
of interest that our network contains four thousand seven hundred
sixteen (4,716) screens of various types.




Eureka

Santa Barbara

Vallejo

Victorville

Indio

Santa Maria

Stockton

Anderson:

National Orangs

Monterey

Perris

Tulare

Fresno

Santa Rosa

Lancaster

Pleasanton

Turlock

Ventura

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

Replacement Equipment Needed
Ending Inventory

California Authority of Racing Fairs
Equipment Replacement Fund
Projected Equipment Replacement 2008 - 2014

|  12/31/2008 12/31/2009 12/31/2010 12/31/2011 | 12/31/2012 | 12/31/2013 | 12/31/2014 |
$ 69,149.29 $ 12,051.73 $ 13,678.01 $ 14,127.75 $ 14,480.50 $ 14,795.65 $ 15,145.95
$ 69,149.29 $ 73,298.25 $ 77,696.14 $ 82,357.91 $ 87,299.39 $ 92,537.35 $ 98,089.59
$ 162,624.80 $ 28,343.18 $ 32,167.85 $ 33,225.53 $ 34,055.14 $ 34,796.31 $ 35,620.13
$ 162,624.80 $ 172,382.29 $ 182,725.22 $ 193,688.74 $ 205,310.06 $ 217,628.66 $ 230,686.38
$ 202,169.51 $ 35,235.26  $ 39,989.95 $ 41,304.83 $ 42,336.17 $ 43,257.57 $ 44,281.71
$ 202,169.51 $ 214,299.68 $ 227,157.66 $ 240,787.12 $ 255,234.34 $ 270,548.41 $ 286,781.31
$ 126,597.46 $ 22,064.13 $ 25,04150 $ 25,864.86 $ 26,510.68 $ 27,087.66 $ 27,728.97
$ 126,597.46 $ 134,19331 $ 142,24491 $ 150,779.61 $ 159,826.38 $ 169,415.96 $ 179,580.92
$ 36,953.66 $ 187,753.36  $ 29,476.28 $ 3352091 $ 34,74951 $ 35599.49 $ 36,501.65
$ 177,695.19 $ 187,753.36 $ 199,01856 $ 210,959.68 $ 223,617.26 $ 237,034.29 $ 251,256.35
$ 35,426.46 $ 180,120.77 $ 31,392.48 $ 35,628.62 $ 36,856.49 $ 37,669.01 $ 38,534.16
$ 170,446.55 $ 180,120.77 $ 190,928.02 $ 202,383.70 $ 214,526.72 $ 227,398.33 $ 241,042.23
$ 67,279.08 $ 341,830.63 $ 59,576.20 $ 67,61549 $ 69,945.73 $ 71,487.70 $ 73,129.58
$ 323,518.26 $ 341,830.63 $ 362,340.47 $ 384,080.90 $ 407,125.75 $ 431,553.30 $ 457,446.49
$ 17,478.13 $ 19,726.31 ' $ 93,559.92 $ 16,306.16 $ 18,535.83 $ 19,118.38 $ 19,563.40
$ 84,045.35 $ 89,088.08 | $ 93,559.92 $ 99,173.52 $ 105,123.93 $ 111,431.36 $ 118,117.25
$ 97,211.41 $ 109,715.61 ' $ 520,370.19 $ 90,693.09 $ 103,094.28 $ 106,334.36 $ 108,809.53
$ 467,451.11 $ 495,498.18 | $ 520,370.19 | $ 551,592.41 $ 584,687.95 $ 619,769.23 $ 656,955.38
$ 38,555.82 $ 43,515.11 $ 44,749.33 ' $ 216,882.04 $ 37,867.35 $ 42,90791 $ 44,311.60
$ 185,399.24 $ 196,523.19 $ 208,314.58 $ 216,882.04 $ 229,894.96 $ 243,688.66 $ 258,309.98
$ 65,998.96 $ 74,487.80 $ 76,600.45 '$ 371,25149 $ 64,820.07 $ 73,448.34 $ 75,851.13
$ 317,360.66 $ 336,402.30 $ 356,586.44 $ 371,251.49 $ 393,526.58 $ 417,138.17 $ 442,166.46
$ 18,738.60 $ 21,14891 $ 21,748.76 '$ 10540753 $ 18,404.03 $ 20,853.81 $ 21,536.02
$ 90,106.43 $ 95,512.82 $ 101,24359 $ 105,407.53 $ 111,731.98 $ 118,435.90 $ 125,542.05
$ 47,656.69 $ 53,786.94 $ 55,312.53 $ 56,361.37 | $ 281,049.29 $ 48,982.88 $ 55,592.70
$ 229,163.00 $ 24291278 $ 257,487.55 $ 272,936.80 | $ 281,049.29 $ 297,912.25 $ 315,786.98
$ 68,453.29 $ 77,108.85 $ 79,280.90 $ 80,782.95 | $ 402,768.73 $ 70,196.84 $ 79,669.30
$ 328,568.04 $ 348,282.12 % 369,179.05 $ 391,329.79 | $ 402,768.73 $ 426,934.85 $ 452,550.95
$ 48,571.58 $ 54,622.75 $ 56,152.31 $ 57,215.39 $ 58,374.64 $ 298,393.22 $ 52,005.68
$ 232,777.10 $ 246,743.72 $ 261,548.34 $ 277,241.25 $ 293,875.72  $ 298,393.22 $ 316,296.81
$ 74,031.94 $ 85,382.54 $ 87,987.58 $ 89,671.60 $ 91,484.56 $ 468,559.40 $ 81,663.21
$ 363,285.25 $ 385,082.36 $ 408,187.30 $ 432,678.54 $ 458,639.25 ' $ 468,559.40 $ 496,672.96
$ 49,431.85 $ 55,790.17 $ 57,37255 $ 58,460.45 $ 59,644.56 $ 24,821.81 S 318,425.59
$ 237,697.98 $ 251,959.86 $ 267,077.45 $ 283,102.10 $ 300,088.23 $ 318,093.52 S 318,425.59
$ 81,599.04 $ 91,760.23 $ 94,329.26  $ 96,115.07 $ 98,062.48 $ 40,827.97 S 523,377.82
$ 391,041.25 $ 414,503.73 $ 439,373.95 $ 465,736.39 $ 493,680.57 $ 523,301.41 S 523,377.82

Created by S.Lapham for L.Swartzlander - 5/13/2010
I1-Inventory Value with Equipment Replacement Projected by Year thru 2014-080501.xls



2010 ERF Projects
Fiscal Year 2010 (1 July 2009 - 30 June, 2010)

Action Cost (Estimated) Date Priority Status
Redwood acres
Install OTB in Bear River Casino $15,000 3/21/10 1 Pending
Turlock
Vallejo Visit Pending; Big Screen TVs $8,000 Pending
in the KIOSK area are 12 years old
Need to be replaced
Lancaster
Would like 7 additional Sec Cameras $3,000 2 Approved 50%
Perris

2. Move 2 - 35" LCDs to bar area $1,000 2

Install 4- 42 LCDs above tote stands $6,000 2

3. Install 8 - 15" LCDs in bar area $3,000 3

4. Install 12 - 10" LCDs in carolls $2,250 3

5. Repair TV mounts for Smoking Area. $250
Nat'l Orange
2. Sports bar - same set up $15,600 2 Pending
3. 4-53" LCDs in entrance way $9,000 2 Pending
4. 14 - 15" LCDs in Clubhouse $4,500 2 Pending
5. Move tote display - install cabinet $12,000 3 Pending
with 8 tvs. Similar to Turlock

1. 11-42" LCDs; 1-53"LCD in bar $10,000
JR Soufettes- (11) $3,600
Installation $2,000
2. Install 10" LCD Tvs in Clubhouse $3,000

Santa Rosa Pending

Pending

Updated by Larry Swartzlander Dec 15, 2009



2010 ERF Projects
Fiscal Year 2010 (1 July 2009 - 30 June, 2010)

Indio
Fresno
Alameda
Tulare Pending replacement with Sports Bar
Tvs for outside patio $8,000 1 Jun-10
2
Monterrey
Bar and Tvs for sports bar concept $12,000 2 Pending
OTB in Salinas $15,000 1 Pending
Victorville
Ventura
Anderson
Visit April 18
Total $406,160

Updated by Larry Swartzlander Dec 15, 2009
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J. ERF Annual Expenditure Analysis - 2001-2009

This is a spreadsheet format that we have used to track annual ERF
expenditures by location, showing site-by-site cumulative
expenditures, with check-sum columns showing comparative
expenditures, equipment inventory dollar value, and a comparative
pro-rata inventory value.

Please look at the columns headed “7Totals” and “% of Total Exp”:
these columns show the actual expenditures that CARF has made from
the Fund, shown by Fair location and by percentage of overall
expenditures.

Now look at the column “Equip Value” and the column “% Total”:
these columns show the dollar value of inventory at each location and
the pro-rata percentage value of equipment at each location. Compare
the actual expenditures (“7otals”) and the percentage of total
expenditures that it represents ( “% of Total Exp ) to the inventory
value (“Equip Value” ) and the pro-rata percentage of equipment value
at each site (“ %6Total” ).

This spreadsheet format helps us track balanced expenditures, both by
relative size of expenditures and comparative parity by inventory
value at each site.
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K. Fair Satellite Network - Locations and
Pari-Mutuel Distributions - 2007-2009

This report describes the Fairs and details its contributions to the California racing
industry. It is especially important to note the commissions that flow to Fairs
which conduct satellite wagering; this is a measure of the importance of this
activity as a source of revenue for Fairs.

In our estimation, there are a number of important business benefits provided to
CARF member Fairs by the Equipment Replacement program. The ERF helps
protect and preserve an important business activity and source of revenue at Fairs.
Some of these benefits are listed below.

This program has helped keep Fair satellite facilities operating and
generating revenue for Fairs, without any significant equipment failures
for twenty years. Every Fair has been equipped with sufficient
redundancy to deal with intermittent failures. Proper maintenance and
replacement of equipment, based on a schedule of its anticipated useful
life-time, prevent significant failures. Business continues without
interruption.

Satellite wagering is one of the significant revenue generating business
activities for Fairs. In 2009, satellite wagering generated $8.78 million in
commissions to participating Fairs.

Fair satellite wagering facilities operate in an increasingly competitive
environment. This program has helped keep Fair satellites state-of-the-art
and competitive with tribal casinos and other competitors.

The program has also provided first-class, specialized technical support
that is not easy to find in local markets. This specialized, high-quality
technical support has been provided at no cost to participating Fairs.

Since 1998, because of the continuing allocation agreement that CARF
negotiated with CDFA F&E, F&E funding through CARF has relieved
Fairs of the financial burden of replacing this equipment from their own
scarce funds. Since 1998, those equipment expenditures can be measured
in the millions of dollars.




CALIFORNIA AUTHORITY OF RACING FAIRS

California Fairs’ Satellite Network

Artist Rendering of the Alameda County Fair Satellite Wagering Facility in Pleasanton, CA

e Map of Satellite Network Locations

o Facility Descriptions

e Pari-Mutuel Handle and Distributions
2007 - 2008 - 2009

Presented by: Christopher Korby, Executive Director
California Authority of Racing Fairs
February 2010
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Food Sorwict Viewing I
Table/ § 2 » é =
Seating é g S % g z 5 % 3 %
& R - e lal 8|z
Location Fair/Regional Description g = @ S S
Anderson Shasta District Fair 240 AR AR Ars 505 12 5
Bakersfield Kern County Fair 600 4 V|| unlimited | 26 | 12 2
Del Mar San Diego County Fair | 3,500 x4 ars 12,000 425 40 4
San Mateo | San Mateo County Fair | 900 VIV |Y || Unlimited | 175 | 10 16
Fresno Big Fresno Fair 600 VArAvAars 3,000 13 16 6
Indio Riverside County Fair | 500 IV 400 50 | 10
Lancaster Antelope Valley Fair 450 AP ArAacs 400 60 6 120
Monterey | Monterey California Fair | 332 AR ArAacs 235 18 4 8
Perris Southern California Fair | 350 v |V 250 65 6 54
Pleasanton Alameda County Fair | 800 |V |V |V |V [V 1,500 95 10 60
Pomona |Los Angeles County Fair | 1,000 |v s 45,000 65 | 8 147
Sacramento Cal Expo & State Fair 950 |V |/ |V |V |V 10,140 | 105 15 90
San Bernardino| National Orange Show | 1,400 [V |V v |V 1,500 | 175 14 42
San Jose Santa Clara County Fair | 132 v |/ 475 20 | 10
Santa Maria [Santa Barbara County Fail 250 A ArAarcs 565 42 | 14
Santa Rosa Sonoma County Fair 600 |V |V|V/ |V |V 1,000 90 8 20
Stockton San Joaquin Fair 500 IV 750 | 120 | 14 10
Tulare Tulare County Fair 300 AR ARAKA 1,000 14 6
Turlock Stanislaus County Fair | 200 AR ARAKs 1,000 12 6 6
Vallejo Solano County Fair 250 AN ARAKs 250 40 | 16
Ventura Ventura County Fair 600 VAR AN A4 1,700 165 14 26
Victorville |San Bernardino County Fail 350 IV 350 26 | 8
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