TEXAS RACING COMMISSION

P.0.Box 12080 * Austin, TX 78711-2080
8505 Cross Park * Austin, TX 78754-4552
(512) 833-6699 *  Fax(512) 833-6907

AD Hoc COMMITTEE ON FINANCE

Tuesday, July 26, 2011 : Animal Health Commission
10:30 a.m. 2105 Kramer Lane
Auditorium

Austin, Texas 78758

Agenda

The Committee will meet to discuss potential changes to the Commission’s financial
policies and rules, including those resulting from changes to the Texas Racing Act
under HB 2271, 82" Regular Legislative Session. The discussion will address fee
adjustments resulting from the elimination of the uncashed tickets as revenue, the
elimination of some occupational licensing requirements, implementation of racetrack
license review and renewal fees, collection of full reimbursement costs for DPS
background checks, and adjustments to annual fees, live racing fees, and simulcasting
fees.

This meeting will provide a forum for the associations, breed associations, horsemen’s
organization, other racing industry stakeholders, and the public to provide input on
these potential changes.

Persons with disabilities who plan to attend this meeting and who may need auxiliary aids, services, or
special accommodations should contact Bill Childs at (512) 833-6699 at least two (2) working days prior
to the meeting so that appropriate arrangements can be made.



TEXAS RACING COMMISSION

AD HOC COMMITTEE ON FINANCE

Agenda Packet Index

Agenda Packet Index .........cccooviiiiiiiiiiiiiiiiiii
Historical Summary of Expenditures ..............c.c.coveinene.
FY-2012 Projected Cash Flow ..........ccccooiiiiiiiiinnin.e
FY-2013 Projected Cash Flow .........c.cocoiiiiiniiiiininninee

Racing & Wagering Regulation Sumrhary of Cost Estimates...
Regulation of Racetrack Licenses .........................
Regulation of Live Race Days................coooeeiinini.

Regulation of Simulcast Race Days........................
Occupational Licensing Cost Estimates ............................

Outs Revenue HiStory .......cccevvveiiiiiiiiiniiiiiiiiiiiinininn,

Front Cover

Page 1

Page 2

Page 3

Page 4

Page 5
Page 5.1
Page 5.2

Page 5.3

Page 6

Page 7




Texas Racing Commission

Summary of Expenditures* Fiscal Years 2006 - 2010 & Projected Expenditures* for Fiscal Years 2011 - 2013

Expenditures shown by Strateg_y and by Object of Expense

FTE Breakdown Actuals 2006  Actuals 2007  Actuals 2008  Acutals 2009  Actuals 2010 | Projected 2011 Projected 2012 mm_zm_zl
Authorized 77.9 779 76.6 76.8 75.5 75.5 61.3 61.3
Actual 68.6 71.0 67.8 64.3 58.3 54.5 55.3 55.3

Authorized, not utilized 9.3 6.9 8.8 12.5 17.2 21.0 6.0 6.0
iExgenditures by Strategy: Expended 2006 Expended 2007 Expended 2008 Expended 2009 Expended 2010} Projected 2011 Projected 2012 Projected 201
A.1.1. Regulate Racetrack Owners $ 256,217 $ 263,128 $ 228,126 $ 259913 $ 2158521 $ 245876 $ 608,102 $ 600,602
A.3.1. Supervise & Conduct Live Races 785,721 809,652 719,401 583,469 727,181 844,315 605,727 605,727
A.3.2. Monitor Licensee Activities 422,872 416,441 389,513 353,034 333,906 303,784 240,821 240,821
A.4.1. Inpsect & Provide Emergency Care 395,900 407,157 368,716 330,072 342,988 319,121 271,481 271,481
A.4.2. Administer Drug Test 300,699 343,360 309,376 320,947 278,641 189,397 349,431 349,431
B.1.1. Occupational Licensing Program 495,359 494,987 503,447 567,900 409,912 437,794 603,001 603,001
B.1.2. Texas OnLine 25,540 27,584 25,434 21,896 22,071 23,250 23,250 23,250
C.1.1. Monitor Wagering & Audit 458,048 469,558 440,599 432,157 372,254 412,170 322,341 322,341
C.1.2. Wagering Compliance Inspections 185,465 201,545 310,727 338,633 203,742 302,915 236,715 236,715
D.1.1. Central Administration 816,273 777,672 714,853 700,413 655,094 665,716 719,463 719,463
D.1.2. Information Resources 262,313 309,476 423,985 357,074 363,285 336,313 487,139 487,139
Total Expenditures by Strategy $ 4,404,407 $ 4,520,560 $ 4,434,177 $ 4,265508 $ 3,924,926 |$ 4,080,651 $ 4,467,471 $ 4,459,971

Expenditures by Object-of-Expense: .
Salaries & Wages $ 3360225 $ 3,496,092 $ 3372509 $ 3379425 $ 3,009864[$% 2993096 $ 2967576 $ 2,967,576
Other Personnel Costs 113,147 185,614 159,637 107,609 126,930 173,400 124,920 124,920
Professional Fees & Services 126,048 77,876 195,888 151,221 120,198 195,000 437,000 437,000
Consumable Supplies 45,544 27,703 25,716 28,033 23,188 28,801 26,908 26,908
Utilities 42,722 23,139 27,637 27,285 28,507 26,500 26,500 26,500
Travel 183,602 217,074 215,782 163,465 148,281 177,615 186,902 186,902
Rent- Building 127,537 107,498 107,310 107,623 107,403 108,014 108,014 108,014
Rent- Machine & Other 12,498 12,612 12,058 11,398 10,063 14,500 14,500 14,500
Other Operating Expense 356,946 340,977 285,028 288,553 318,205 329,925 541,351 533,851
Capital Expenditures 36,138 31,978 32,612 896 32,287 33,800 33,800 33,800

Total Expenditures by OOE $ 4,404,407 $ 4520563 $ 4,434,177 $ 4,265508 $ 3,924,926 |$ 4,080,651 $ 4,467,471 $ 4,459,971

JUnapropriated Operating Expenses
Includes Social Security Match, Group Insurance
Retirement, Unemployment Cost, etc.

Total Unappropriated Expenses $ 909,368 $ 963,236 $ 941,158 $ 935,546 $ 935,173 | $ 857,935 $ 1,003,931 $ 1,003,931

TOTAL - OPERATING EXPENDITURES $ 5313775 $ 5483,799 $ 5375335 $ 5201054 $ 4,860,099]$% 4,938,586 $ 5471402 $ 5,463,902

*Grants - Pass Through Funds for TxBred Program not included. Page - 2




Texas Racing Commission
Projected Cash Flow Based on Current Fee Schedules
For: Fiscal Year Ending August 31, 2012

Racing & Occupational
Wagering Licensing Totals
Projected Active Licenses: 7 - 7
Live Race Performances 503 - 503
Simulcast Race Performances 2,232 - 2,232
Projected Inactive Licenses: 6 - 6
Projected Revenues:
Annual Active License Fees 665,000 $ - $ 665,000
Live Race Day Fees 550,425 - 550,425
Simulcast Race Day Fees 892,240 - 892,240
Annual Inactive License Fees 600,000 - 600,000
Occupational Licensing - 692,085 692,085
Other - 37,200 37,200
Total Projected Revenues: 2,707,665 $ 729,285 $ 3,436,950
Projected Expenses by Strategy:
1-1 Regulate Racetracks 719,691 § - % 719,691
1-3 Supervise Live Racing / Monitor Licensees 1,094,730 - 1,094,730
1-4 Emergency Care / Drug Test 779,172 - 779,172
2-1 Occupational Licensing / Texas OnLine - 735,119 735,119
3-1 Audit & Monitor Pari-Mutuel Wagering 700,298 700,298
4-1 Administration & |.T. 1,175,549 266,842 1,442,391
Total Projected Expenses: 4,469,440 $ 1,001,962 $ 5,471,402
Projected Agency Revenue Overage / (Shortage) (1,761,775) $ (272,677) $  (2,034,452)

Page - 3



Texas Racing Commission
Projected Cash Flow Based on Current Fee Schedules
For: Fiscal Year Ending August 31, 2013

Racing & Occupational
Wagering Licensing Totals
Projected Active License: 7 - 7
Live Race Performances 503 - 503
Simulcast Race Performances 2,232 - 2,232
Projected Inactive Licenses: 6 - 6
Projected Revenues:
Annual Active License Fees 665,000 $ - 8 665,000
Live Race Day Fees 550,425 - 550,425
Simulcast Race Day Fees 892,240 - 892,240
Annual Inactive License Fees 600,000 - 600,000
Occupational Licensing - 692,085 692,085
Other - 37,200 37,200
Total Projected Revenues: 2,707,665 $ 729,285 $ 3,436,950
Projected Expenses by Strategy:
11 Regulate Racetracks 712,191 § - % 712,191
1-3 Supervise Live Racing / Monitor Licensees 1,094,730 - 1,094,730
1-4 Emergency Care / Drug Test 779,172 - 779,172
2-1 Occupational Licensing / Texas OnLine - 735,120 735,120
3-1 Audit & Monitor Pari-Mutuel Wagering 700,298 - 700,298
4-1 Administration & I.T. 1,175,548 266,842 1,442,391
Total Projected Expenses: 4,461,940 $ 1,001,962 $ 5,463,902
Projected Agency Revenue Overage / (Shortage) (1,754,275) $ (272,677) $ (2,026,952)
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Texas Racing Commission
Summary of Cost Estimates of Racing & Wagering Regulation

Fiscal Year - 2012 Fiscal Year - 2013
Estimated Projected Over/(Under) Over/ (Under) Estimated Projected Over/(Under) Over/(Under)
Cost Fees Funded % Funded Cost Fees $ Funded % Funded

Greyhound Regulation
Regulate Racetrack Licenses $ 437,363 $ 525,000 $ 87,637 20% $ 435,632 $ 525,000 $ 89,368 21%
Regulate Live Race Days 415,947 173,800 (242,147) -58% 415,947 173,800 (242,147) -58%
Regulate Simulcast Race Days 293,360 383,350 89,990 31% 293,360 383,350 89,990 31%

Total Greyhound Regulation $ 1,146,670 $ 1,082,150 $§ (64,520) -6% $ 1,144,939 $ 1,082,150 $ (62,789) -5%
Horse Requlation
Regulate Racetrack Licenses $ 1457876 $ 740,000 $ (717,876) -49% $ 1,452,107 $ 740,000 $ (712,107) -49%
Regulate Live Race Days 1,457,955 376,625 (1,081,330) -74% 1,457,955 376,625 (1,081,330) -74%
Regulate Simulcast Race Days 406,938 508,890 101,952 25% 406,938 508,890 101,952 25%

Total Horse Regulation $ 3322770 $ 1625515 $ (1,697,255) -51% $ 3317001 $ 1625515 $ (1,691,486) -51%
Total Greyhound & Horse Requlation
Regulate Racetrack Licenses $ 1895239 $ 1,265000 $ (630,239) -33% $ 1,887,739 $ 1,265,000 $ (622,739) -33%
Regulate Live Race Days 1,873,903 550,425 (1,323,478) -711% 1,873,903 550,425 (1,323,478) -11%
Regulate Simulcast Race Days 700,298 892,240 191,942 27% 700,298 892,240 191,942 27%

Total Regulation $ 4469440 $ 2707665 $ (1,761,775) -39% $ 4461940 $ 2707665 $ (1,754,275) -39%
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Texas Racing Commission

Regulation of Racetrack Licenses Cost Estimates

For FY-2012 & FY-2013
FY-2012 FY-2013 Biennium
Estimated Estimated Estimated
Agency Strateqy Expense Expense Expense
1-1-1  Regulate Racetrack Owners $ 719,691 $ 712,191 $ 1,431,881
1-3-1  Supervise Racing and Licensees - - -
1-3-2  Monitor Occupational Licensees - - -
1-4-1  Inspect and Provide Emergency Care - - -
1-4-2  Administer Drug Testing - - -
2-1-1  Occupational Licensing - - -
2-1-2  Texas OnLine - - -
3-1-1  Monitor Wagering and Audit - - -
3-1-2  Wagering and Compliance Inspections - - -
4-1-1  Central Administration 695,670 695,670 1,391,340
4-1-2  Information Resources 479,879 479,879 959,757
Total Estimated Cost $ 1,895,239 $ 1,887,739 $ 3,782,978
Number of Licenses Issued
Greyhound Racetracks 3 3 6
Class 1 Horse Racetracks 3 3 6
Class 2 Horse Racetracks 6 6 12
Class 3 Horse Racetracks 1 1 2
Class 4 Horse Racetracks - - -
Totals Number of Licenses Issued 13 13 26
Estimated Cost Per License $ 145,788 $ 145211 $ 145,499
Comparison to Current Active / Inactive Annual Fees:
Active:
Greyhound Racetracks $ 175,000 $ 175,000 $ 175,000
$ Over/ (Under) $ 29,212 $ 29,789 §$ 29,501
% Over / (Under) 20% 21% 20%
Class 1 Horse Racetracks $ 45,000 $ 45000 $ 45,000
$ Over/ (Under) $ (100,788) $ (100,211) $ (100,499)
% Over / (Under) -69% -69% -69%
Class 2 Horse Racetracks $ 15,000 $ 15,000 $ 15,000
$ Over/ (Under) $ (130,788) $ (130,211) $ (130,499)
% Over / (Under) -90% -90% -90%
Class 3 & 4 Horse Racetracks $ 5000 $ 5000 $ 5,000
$ Over/ (Under) $ (140,788) $ (140,211) $ (140,499)
% Over / (Under) -97% -97% -97%
Inactive:
Greyhound Racetracks $ 150,000 $ 150,000 $ 150,000
$ Over/ (Under) $ 4212 $ 4789 $ 4,501
% Over / (Under) 3% 3% 3%
Class 1 Horse Racetracks $ 150,000 $ 150,000 $ 150,000
$ Over / (Under) $ 4212 $ 4789 $ 4,501
% Over / (Under) 3% « 3% 3%
Class 2 Horse Racetracks $ 100,000 $ 100,000 $ 100,000
$ Over/(Under) $ (45,788) $ (45,211) $ (45,499)
% Over / (Under) -31% -31% -31%
Class 3 & 4 Horse Racetracks $ 50,000 $ 50,000 $ 50,000
$ Over/(Under) $ (95,788) $ (95,211) $ (95,499)
% Over / (Under) -66% -66% -66%
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Texas Racing Commission

Live Race Day Cost Estimates

For FY-2012 & FY-2013
Greyhound Live Race Day Cost FY-2012 FY-2013 Biennium
Estimated Estimated Estimated
Agency Strateqy Expense Expense Expense
1-1-1  Regulate Racetrack Owners - - -
1-3-1  Supervise Racing and Licensees $ 280,439 3 280,439 $ 560,879
1-3-2  Monitor Occupational Licensees 15,405 15,405 30,810
1-4-1  Inspect and Provide Emergency Care 22,979 22,979 45,958
1-4-2  Administer Drug Testing 97,124 97,124 194,248
2-1-1  Occupational Licensing - - -
2-1-2  Texas OnLine - - -
3-1-1  Monitor Wagering and Audit - - -
3-1-2  Wagering and Compliance Inspections - - -
4-1-1  Central Administration - - -
4-1-2  Information Resources - - -
Total Estimated Cost $ 415947 $ 415947 $ 831,895
Estimated Greyhound Performances

Gulf Coast Racing - - -

Gulf Greyhound Park 311 311 622

Valley Race Park 5 5 10

Total Performances 316 316 632

Estimated Cost Per Performance $ 1,316 § 1,316 § 1,316

Current Fee Per Performance $ 550 $ 550 $ 550
$ Over/ (Under) $ (766) $ (766) $ (766)
% Over / (Under) -139% -139% -139%
Horse Live Race Day Cost FY-2012 FY-2012 Biennium
Estimated Estimated Estimated
Agency Strategy Expense Expense Expense

1-1-1  Regulate Racetrack Owners - - -
1-3-1  Supervise Racing and Licensees 3 506,195 §$ 506,195 $ 1,012,391
1-3-2  Monitor Occupational Licensees 292,691 292,691 585,382
1-4-1  Inspect and Provide Emergency Care 323,348 323,348 646,696
1-4-2  Administer Drug Testing 335,721 335,721 671,442
2-1-1  Occupational Licensing - - -
2-1-2  Texas OnLine - - -
3-1-1  Monitor Wagering and Audit - - -
3-1-2  Wagering and Compliance Inspections - - -
4-1-1  Central Administration - - -
4-1-2  Information Resources - - -
Total Estimated Cost $ 1,457,955 §$ 1,457,955 $ 2,915,911
Estimated Horse Race Days:

Gillespie County Fair 8 8 16

Lone Star Park 79 79 158

Retama Park 45 45 90

Sam Houston Race Park 55 55 110

Total Race Days 187 187 374

Estimated Cost Per Race Day $ 7797 § 7797 § 7,797

Current Fee Per Race Day * $ 2075 $ 2,075 $ 2,075

$ Over/ (Under) $ (65,722) $ (5,722) $ (5,722)

% Over / (Under) -276% -276% -276%

* - Class 3 & 4 horse racetracks current fee is $650 per live race day.
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Texas Racing Commission
Simulcast Race Day Cost Estimates

For FY-2012 & FY-2013
FY-2012 FY-2013 Biennium
_ Estimated Estimated Estimated
Agency Strategy Expense Expense Expense
1-1-1  Regulate Racetrack Owners $ - $ -9 -
1-3-1  Supervise Racing and Licensees - - -
1-3-2  Monitor Occupational Licensees - - -

1-4-1  Inspect and Provide Emergency Care - - -
1-4-2  Administer Drug Testing - - -
2-1-1  Occupational Licensing - - -
2-1-2 Texas OnLine - - -
3-1-1  Monitor Wagering and Audit 413,580 413,580 827,161
3-1-2  Wagering and Compliance Inspections 286,717 286,717 573,435
4-1-1  Central Administration - - -
4-1-2  Information Resources - - -

Total Estimated Cost $ 700,298 $ 700,298 $ 1,400,596
Estimated Simulcast Race Day Counts

Gillespie County Fair Association 208 208 416

Gulf Greyhound Park 363 363 726

Gulf Coast Racing 260 260 520

Lone Star Park 363 363 726

Retama Park 363 363 726

Sam Houston Race Park 363 - 363 726

Valley Race Park 312 312 624

Total Estimated Counts 2,232 2,232 4,464

Estimated Cost Per Simulcast Race Day $ 314 §$ 314 $ 314

Current Simulcast Fee Per Day * $410 $410 $410

$ Over / (Under) $96 $96 $96

% Over / (Under) 23% 23% 23%

* - Class 3 & 4 horse racetracks current fee is $300 per simulcast race day.
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Texas Racing Commission

Occupational Licensing Cost Estimates
For FY-2012 & FY-2013

Agency Strateqy
1-1-1  Regulate Racetrack Owners $

1-3-1  Supervise Racing and Licensees

1-3-2  Monitor Occupational Licensees

1-4-1  Inspect and Provide Emergency Care
1-4-2 Administer Drug Testing

2-1-1  Occupational Licensing

2-1-2 Texas OnLine

3-1-1  Monitor Wagering and Audit

3-1-2 Wagering and Compliance Inspections
4-1-1  Central Administration

4-1-2 Information Resources

Total Estimated Cost $

Estimated Cost and Number of Background Checks

# of Licensees

FY-2012 FY-2013 Biennium
Estimated Estimated Estimated
Expense Expense Expense
- $ - -
711,869 711,870 1,423,739
23,250 23,250 46,500
157,913 157,913 315,826
108,930 108,930 217.859
1,001,962 $ 1,001,962 2,003,924

# of Licensees

New 2,582 2,582
Renewals (needing background checks) 1,660 1.660
Total # Background Checks 4,242 4,242
Costs of Background Checks @ $44.20 $ 187,500 $ 187,500
(Cost paid by Licensee)
Estimated Cost of Occupational Licensing Operations
Total Estimated Cost $ 1,001,962 $ 1,001,962
Less Cost of Background Checks $ 187,500 $ 187,500
Total Cost to be Covered by License Fees $ 814,462 $ 814,462
Estimated Revenue $ 692,085 $ 692,085
$ Over/(Under) $ (122,377) $ (122,377)
% Over / (Under) -17.70% -17.70%
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Texas Racing Commission
Outs Revenue History

Outs Revenue FY-2006 FY-2007 FY-2008 FY-2009 FY-2010 FY-2011 *
Gulf Coast Racing $ - $ - $ - $ - $ - $ 71,900
Gulf Greyhound Park 82,035 54,664 68,759 53,161 74,346 -
Valley Race Park 53,483 61,452 57,368 49,478 74,176 55,672
Totals Greyhound $ 135518 $ 116,116 $ 126,127 $ 102,639 $ 148,622 $ 127,572
Gillespie County Fair $ - $ 20991 $ 27,890 $ 11,267 $ 17,017 $ 8,952
Manor Downs 92,714 88,224 89,981 83,461 79,312 44,019
Lone Star Park 1,250,974 891,749 943,659 644,630 806,750 549,208
Retama Park 272,792 268,064 236,312 214,958 224,741 181,642
Sam Houston Race Park 314,592 365,669 342878 311,263 460,143 195,497
Total Horse $ 1,931,072 $ 1,634,697 $ 1,640,720 $ 1,265,579 $ 1,587,963 $ 979,319
Total Outs Revenue $ 2,066,590 $ 1,750,813 $ 1,766,847 $ 1,368,218 $ 1,736,485 $ 1,106,891
% Change n/a -15% 1% -23% 27% -36%

* - FY-2011 has only three quarters of outs revenue reported.
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