TEXAS RACING COMMISSION

P.O.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

Wednesday, September 7, 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 as well as proposed fee structures.

Persons with disabilities who plan lo aftend this meeling and who may need auxiliary aids, services, or
special accommodations should contact Bilf Childs at (512) 833-6699 at least two (2) working days prior
to the meeting so that appropriate arrangements can be made.
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Austin, Texas 78711-2080
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Fax (512) 833-6907

Date: September 8, 2011
To: Commissioner Gloria Hicks, Commissioner Ron Ederer, and
Executive Director Chuck Trout
From: Shelley Harris-Curtsinger, Deputy Director for Finance & Administration

Sammy Jackson, Deputy Director for Wagering & Racing Review-

RE: Ad Hoc Finance Committee Meeting Agenda Packet Material

At the July 26, 2011, Ad Hoc Finance Committee Meeting, Commissioner Ederer
directed staff to review the proposed FY2012-FY2013 budget for additionai
savings/cuts. He also directed the industry stakeholders to submit innovative ideas on
how to fund the agency’s projected revenue shortage. We are happy to report that both
directives have been met.

Staff has identified savings in three areas: delaying hiring of additional staff and outside
counsel to assist with implementing the required racetrack license review; reducing
hours of operation at licensing offices, and postponing some capital expenditures.
Implementing these changes reduces the proposed two-year budget about $450,000
each year, for a savings of 8.3%. The schedule on page 1 of the agenda packet reflects
the projected savings for each fiscal year. The schedule on page 2 shows cost
assignment and projected revenue under the current fee structures to the two major
areas of agency’ operations: Racing & Wagering and Occupational Licensing.

The occupational licensing shortfall of approximately$197,000 in each year is attributed
to the increased cost of the required finger print/background checks. Staff proposes this
cost be passed on to each licensee that requires the background check. This is an
estimated additional $187,000 in revenue that will cover over 95% of the shortfall. The
remaining shortfall can be covered by the operating margin built into the other fee
schedules and cash carry forward from the previous year.

With the above suggested budget reductions, Racing & Wagering's shortfall is now
projected at $1.37 million for each fiscal year. As you know, this short fall is due to the
elimination of the unclaimed winning tickets “OUTS” as a source of revenue to the
agency. The Sunset bill provides that the “OUTS” revenue remain with the racetrack.
Additionally, the Sunset Bill provided that to compensate the agency for the loss of the
OUTS revenue, the agency could adjust racetrack fees.

Three industry stakeholders, Lone Star Park, Retama Park, and Sam Houston Race
Park, submitted written proposals to generate the needed revenue. Comments were
received from other racetrack operators and industry stakeholders. These comments
were provided to you previously.
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The schedule on page 4, titled “Fee Proposals”, shows the current fee structure, the
three racetrack’s proposed fees, and a staff alternative proposal. This schedule lays out
the proposals side by side for easy comparison. The schedule on page 5 shows the
total estimated fees raised by each proposal, the revised Racing & Wagering expense,
and the resulting projected revenue overage/(shortage). As you will see, Retama Park’s
and Sam Houston’s proposals will not generate the amount of revenue needed. Staff's
Alternative proposal provides for a modest 4% cushion.

The schedule on page 6, “Impact of Proposed Fee Changes to Each Licensee” reflects
what the projected financial impact is to each individual racetrack by comparing the
current fee schedule and outs payments made from the fiscal year that ended August
31, 2011.

Much work remains on the fees as racedates are not solidified, the timing of
implementation of a fee change is not set, the frequency of collecting the fees has not
been decided, etc.

However, the agency is positioned financially so that any fee changes under
consideration will not have to be implemented effective September 1, 2011 {the first day
of fiscal year 2012). Based on staff's current analysis, the agency will have sufficient
cash flow to allow for an implementation date effective either December 1% or January
1%, This means that the full impact of the new fee schedule on each racetrack,
depending on the implementation schedule, may not be feit in FY-2012.
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Texas Racing Commission

Comparison of Expenditures Fiscal Years 2012 - 2013
Expenditures shown by Strategy and by Object of Expense

I Previous Rovised FTE Previous Revised FTE
FTE Breakdown Projected 2012 Projected 2012 Ad] nt Projected 2013 Projected 2013 Adjustment
Authorized 61.3 613 61.3 613
Actual 55.3 531 (2.2) 55.3 536 m.n
Authonized, not utilized 6.0 82 (2.2) 6.0 7.7 (1.1
Expenditures by Stra H Projected 2012 Projected 2012 Adjustment +/- Projected 2013 Projected 2013 Adjustiment +/-
A.11. Regulate Racetrack Owners 3 608,102 $ 364,926 $ (243176) "1 3 600,602 $ 364,051 $ (23,551 "1
A.3.1. Supervise & Conduct Live Races 605,727 605,727 605,727 605,727
A3.2. Monitor Licensee Activities 240,821 240,821 240,821 240,821
A4.1. Inpsect & Provide Emergency Care 271,481 271,481 271,481 271,481
A4.2.  Administer Drug Test 349,431 349,431 349,431 349,401
B.1.1. Occupational Licensing Program 603,001 562,780 (40,221) *2 603,001 562,780 (40,221) *2
B.1.2. Texas OnlLine 23,250 23,250 23,250 23,250
C.1.1. Monitor Wagering & Audit 322,341 322,341 322,341 322,341
C1.2. Wagering Compliance Inspections 236,715 236,715 235,715 236,715
D.1.1.  Central Administration 719,483 719,463 719,483 719,463
D.1.2.  Information Resources 487,139 452,048 (25,050) =3 487,138 454,339 {32,800} *3
Total Expenditures by Strategy $ 4,467 471 $ 4,158,984 $ (308,487) $ 4,459,971 $ 4,150,399 $ (308,572}
Expenditures by Object-of-Expense: ]
Salaries & Wages 3 2957576 $ 2,852,355 $ (115,221} $ 2,967,576 $ 2,889,855 $ (71.721)
Other Personnel Costs 124,920 124,920 124,920 124,920
Professional Fees & Services 437,000 297,000 (140,000) 437,000 254,500 (182,500)
Consumable Supplies 26,908 26,908 26,908 26,908
Utilitias 26,500 26,500 26,500 26,500
Travel 186,902 179,902 186,902 180,902
Rent- Building 108,014 108,014 (7,000} 108,014 108,014 (6,000)
Rent- Machine & Other 14,500 14,500 14,500 14,500
Other Operating Expense 541,351 520,175 (21,176} 533,851 523,300 {10,551)
Grants - - - -
Capital Expenditures 33,800 8,710 - (25,090) 33,800 1,000 {32,800}
Total Expenditures by COE $ 4467 AT $ 4,158,984 $ (308,487) $ 4,459,571 $ 4,150,399 $ (309,572)
{Unapropriatad Operating Expenses
Includes Social Security Match, Group Insurance
Retirement, Unemployment Cost, etc.
Total Unappropriated Expenses 3 1,003,931 3 844,012 (148,018) *4 $ 1,003,931 $ 854,530 {137,508) ~4
TOTAL - OPERATING EXPENDITURES $ 5,471,402 $ 5,002,99 $ (456,505) $ 5,463,902 $ 5,004,929 $ {447,080)
Note: Grants - Pass Through Funds for TxBred Program not included.
"1 Delayed hiring of additional staff and outside counsal to implement racetrack license reviews,
*2 Reduced hours of operation at hcensing offices.
"3 Postponed capital replacements. Page 1

"4 Comection and nreduction to unappropriated costs.
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Texas Racing Commission
Projected Cash Flow Based on Current Fee Schedules
For: Fiscal Year Ending August 31, 2012

Racing & Occupational
Wagering Licensing Totals
Projected Actlve Licenses: 7 - 7
Live Race Performances 503 - 503
Simuicast Race Performances 2,232 - 2,232
Projected Inactive Licenses: 6 - 8
Projected Revenues:
Annual Active License Fees 665,000 $ - 665,000
Live Race Day Fees 550,425 - 550,425
Simuicast 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 440,336 % - 440,336
1-3 Supervise Live Racing / Monitor Licensees 1,063,625 - 1,063,625
14 Emergency Care / Drug Test 759,337 - 759,337
2-1 Occupational Licensing / Texas OnLine - 669,353 669,353
S Audit & Monitor Pari-Mutuel Wagering 682,596 682,596
4-1 Administration & |.T. 1,131,015 256,734 1,387,749
Total Projected Expenses: 4,076,910 $ §26,086 5,002,996
Pro'!ected ﬂeng Revenue Ovarage / sSholtage) {1,369,245) $ {196,801) (1,566,046)

Page - 2



Texas Racing Commission

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

Projected Expenses:

FY-2012 FY-2013 Biennium
Estimated Estimated Estimated
Agency Strateqy . Expense Expense Expense
1-1-1  Regulate Racetrack Owners L] - 3 - % .
1-3-1  Supervise Racing and Licensees - - -
1-3-2  Monitor Occupational Licensees - - -
1-4-1  Inspect and Provide Emergency Care - - -
14-2 Administer Drug Testing - - -
2-1-1  Occupational Licensing 646,103 646,046 1,292,149
2-1-2  Texas OnLine 23,250 23,250 46,500
3-1-1  Monitor Wagering and Audit _ - - -
3-1-2  Wagering and Compliance Inspections - - -
4-1-1  Central Administration 154,803 154,788 308,591
4-1-2  Information Resources 101,931 100,493 202,424
Total Estimated Cost $ 926,087 § 924,577 § 1,850,664
Projected Revenue:

Occupational Licensing 692,085 692,085 1,384,170
Background Checks 187,500 187,500 375,000

Other 37,200 37,200 74,400

Total Estimated Revenue $ 916,785 § 916,785 § 1,833,570

Projected Agency Revenue Overage / SShortage) 3 59-302! $ (7.792) § 517,0942

Page 3
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Fee Proposals

Fee Types Current Lone Star Park Retarna Park Sam Houston  Staff Alternative
Annual Fees - ACTIVE
Class - 1 Horse $45,000 $150,000 $45,000 $50,000 $500,000
Class - 2 Horse $15,000 $50,000 $45,000 $20,000 $230,000
Class - 3 or 4 Horse $5,000 $15,000 $10,000 $10,000 $70,000
Greyhound $175,000 $250,000 $145 000 $50,000 $360,000
Annual Fees - INACTIVE
Class - 1 Horse $150,000 $300,000 $200,000 $300,000 $500,000
Class - 2 Horse $100,000 $250,000 $200,000 $200,000 $230,000
Class - 3 or 4 Horse $50,000 $250,000 $200,000 $200,000 $70,000
Greyhound $150,000 $300,000 $200,000 $300,000 $360,000

For each day/perf that

Live Race Day Fee exceeds the base #
Class - 1 Horse $2,075 $2,075 $2,075 $6,500 $3,750
Class - 2 Horse $2,075 $2,075 $2.075 $6,500 $3,750
Class - 3 or 4 Horse $650 $650 $650 $6,500 $3,750
Greyhound $550 $550 $550 $1,100 $750

Simulcast Race Day Fee
Class - 1 Horse $410 $410 $410 $315 $0
Class - 2 Horse $410 $410 $410 $315 $0
Class - 3 or 4 Horse $300 $300 $300 $315 $0
Greyhound $410 $410 $410 $315 $0

Proposed Simulcast Handle Fee
Class - 1 Horse nfa n/a 0.2% nia nfa
Class - 2 Horse nfa n/a 0.2% n/a n/a
Class - 3 or 4 Horse n/a nfa 0.2% n/a n/a
Greyhound n/a n/a 0.2% n/a nfa

Notes:

1) The Current column does not include the outs revenue that was eliminated by Sunset legisiation.
2) Lone Star Park's proposal only increases the active and inactive annual fees.

3) Retama Park's proposal:
a, increases the annual fee for active class 2, 3 & 4 horse racetracks,
b. decreses the annual fee for active greyhound racetracks,
c. increases the annual fee for all classes of inactive horse racetracks and inactive greyhound racetracks,
d. maintains the live and simulcast race day fees, and
e. creates a new simulcast handle fee, 0.2% of simulcast handle, for all racetracks.

4) Sam Houston Race Park's proposal:

. increases the annual fee for all classes of active horse racetracks,

. decreases the annual fee for active greyhound racetracks,

. increases the annual fee for all classes of inactive horse racetracks and inactive greyhound racetracks,

. increases live race day/performance fees for all classes of horse racetracks and greyhound racetracks,

. decreases the simulcast race day fees for Class 1 and 2 horse racetracks and greyhound racetracks, and
. increases the simulcast race day fees for Class 3 and 4 horse racetracks.

-~ a0 oh

5) Staffs Alternative proposal:

a. creates an annual fee for each class of horse racetrack and greyhound racetracks, active or inactive,
that covers a fixed amount of live racing and simulcast racing cost and provides for an increase in the
annual fee if live race days/performances exceed the following base levels:

i. Class 1 racetracks 45 days, each additional day @ $3,750
ti. Class 2 racetracks O days, each additional day $3,750
iii. Class 3 and 4 racetracks 8 days, each additional day @$3,750
iv. Greyhound racetracks 270 performances, each additional performance @ $750.
b. eliminates the simulcast race day fee.

Page4 page 4 of 29



FY 2012 Race Day / Performances Estimates and Resulting Fees

Live Simulcast Handle Race Day/Max
Horse Racetracks:
Lone Star Park 79 363 112,744,241 45
Retama Park 45 363 42,200,248 45
Sam Houston Race Park 55 363 91,875,894 45
Gillespie County Fair 8 208 4,014,956 8
Totals 187 1,297 250,835,339
Greyhound Racetracks:
Gulf Greyhound Park 311 363 29,767,595 260
Gulf Coast Racing - 260 10,715,481 5
Valley Race Park 5 312 13,630,758 5
Totals 316 935 54,113,834
Resulting Fees by Proposal Current Lone Star Park Retama Park Sam Houston Staff
Class 1 Horse Racetracks:
Lone Star Park $357,755 $462,755 $583,243 $677,845 $627,500
Retama Park $287,205 $392,205 $371,605 $456,845 $500,000
Sam Houston Race Park $307,955 $412 955 $491.707 $521.845 $537.500
Sub-Total $952,915 $1,267.915 $1,446, 556 $1,656,535 $1,665,000
Class 2 Horse Racetracks:
Laredo Downs $100,000 $250,000 $200,000 $200,000 $230,000
Laredo Race Park $100,000 $250,000 $200,000 $200,000 $230,000
Longhorn Downs $100,000 $250,000 $200,000 $200,000 $230,000
Manor Downs $100,000 $250,000 $200,000 $200,000 $230,000
Saddle Brook Park $100,000 $250,000 $200,000 $200,000 $230,000
Valle de los Tesoros $100,000 $250.000 $200.000 $200,000 $230.000
Sub-Total $600,000 $1,500,000 $1,200,000 $1,200,000 $1,380,000
Class 3 or 4 Horse Racetracks:
Gillespie County Fair $72,600 $82,600 $85,630 $127,520 $70,000
Sub-Total $72,600 $82,600 $85,630 $127,520 $70,000
HORSE TOTALS $1,625 515 $2,850,515 $2,732,186 $2,984,055 $3,115,000
Greyhound Racetracks:
Gulf Greyhound Park $494 880 $569,880 $524 415 $506,445 $398,250
Gulf Coast Racing $281,600 $356,600 $273,031 $131,900 $360,000
Valley Race Park $305,670 $380670 $302,832 $153,780 $360,000
GREYHOUND TOTALS %1,082,150 $1,307.150 $1,100,378 $792,125 $1,118,250
Total Estimated Fees: $2,707,665 $4,157,665 $3,832,563 $3,776,180 $4,233,250
Estimated Racing/\Wagering Expense 4,076,910 4,076,910 4,076,910 4,076,910 4,076,910
Projected Revenue +/ (-) ($1,369,245) $80,755 ($244,346) ($300,730) $156,340
Total $ Increase to Fees $0 $1,450,000 $1,124,898 $1,088,515 $1,5625,585
{estimated)
Page - 5
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Impact of Proposed Fee Changes To Each Licensee

Guit Coast Gutt Valley Race Lone Star Retama Sam Laredo Laredo Longhom Manor Saddle Gillespie
Racing  Greyhound Park Park Park Houston Downs Race Park Downs Dovms Brook Tesoros County TOTAL
Current Status Actlve Active Active Active Active Active Inactive Inactive Inactive Inactive Inactive Inactive Active
Estimated Live Race Dates - n 5 79 45 55 - - - - - - 8 503
Estimated Simulcast Race Dates 260 a3 312 363 363 363 - - - - - - 208 2,232
Fe#s Current Methodology $ 281600 % 4954880 § 305670 $ 357,755 $ 287205 $ 307955 § 100,000 $ 100000 $ 100,000 $ 100,000 $ 100,000 % 100000 $ 72600 § 2707665
FY-2011 Outs Payments $ 78820 $ - $ 78165 $ 603511 $ 196238 § 247793 § - $ - $ -8 - % -5 - $ 23945 § 12289472

Total Fees Remitted To TXRC ~ § 360,420 $ 494,880 $ 383,835 § 961,266 $ 483,443 § 655748 $ 100,000 $ 100,000 §$ 100,000 $ 100,000 $ 100,000 §$ 100,000 $ 96545 $ 3,936,137

Lone Star Park Proposal § 356600 $ 568,880 $ 380670 $ 462755 $ 392205 $ 412,955 § 250,000 § 250,000 $ 250,000 $ 250,000 $ 250,000 § 250000 $ 82600 § 4,157.665
Amount + / {-) Over Current $ (38200 3 75000 $ (3,165} $(498511) § (91.238) $(142,783) $ 150,000 $ 150,000 $ 150,000 $ 150,000 $ 150,000 $§ 150,000 $ (13,945 § 221528
% + I (-} Over Current -1.1% 15.2% 0.8% 51.9% -18.9% -25.7% 150.0% 150.0% 150.0% 150.0% 150.0% 150.0% -14.4% 56%
Retama Park Proposal § 273031 § 524415 § 302932 $ 583243 $ 371605 § 491,707 § 200,000 $ 200,000 $ 200,000 $ 200,000 3 200,000 $ 200,000 $ 85630 § 3,632,563
Amount +/ (-) Over Current $ (B7,390) § 29,535 § (80,904) $(378,023) ${111,838) $ (64,041) $ 100,000 $ 100,000 $ 100,000 $ 100,000 $ 100,000 $ 100,000 & (10915) $ (103,574)
% + / (- Over Current -24.2% 6.0% -21.1% -39.3% -23.1% -11.5% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% -11.3% -26%
SHRP Proposal $ 131,900 § 506445 $ 153780 $ 677.845 $ 456845 $ 521,845 $§ 200,000 § 200000 $ 200,000 $ 200,000 $ 200,000 $ 200,000 & 127520 $ 3,776,180
Amount + / (-} Over Curment $(228,520) $ 11,565 $(230,055) $(283.421) $ (26,588) $ (33,503} 5 100,000 $ 100,000 $ 100,000 $ 100000 $ 100,000 $ 100,000 $ 30,975 § (159.957)
% + I (-} Over Cument £3.4% 2.3% -58.9% -29.5% -5.5% £.1% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 2.1% 4.1%
Staff Aternative Proposal: $ 360,000 $ 398250 $ 360,000 $ 627,500 $ 500,000 $ 537,500 $ 230,000 $§ 230,000 $ 230,000 $ 230,000 $ 230,000 $ 230000 $ 70,000 $ 4,232,250
Amount + { (-} Qver Current T {420) § (96630) $ (23,835 $(332.766) $ 16557 $ (18,248) § 130,000 $ 130,000 $ 130000 §$ 130000 $ 130000 $ 130000 § {26545) & 297,113
% + / {-) Over Current -0.1% -19.5% £.2% -34.7% 34% -3.3% 130.0% 130.0% 130.0% 130.0% 130.0% 130.0% -27.5% 7.5%
Page - 6
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LONE STAR PARK

at Girand Prairie’

Our Masion:
Create Winning Experiences.

100G Lone Star Parkway
Grand Prairie, Texas 75050
(972) 263-7223
LoneStarPack.com
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Commissioner Ronald Ederer x -z-L‘J B
Texas Racing Commissian ] iy
P. 0. Box 12080 ~3

Austin, TX 78711-2080
Dear Commissioner Ederer:

Thank you for taking the time to hold a meeting of the ad hock Committee on Finance to discuss
the 2012 budget of the Texas Racing Commission.

During the meeting everyone learned the budget consequences of the recently passed sunset bill,
Lone Star Park also understands that the Texas Racing Commission will do everything within its
power to control spending while at the same time providing the level of support participants in
racing need in order to carry out business, The harsh reality is there is a budgey shortfall and that
a high percentage of that shortfall will need 10 be made up by racetracks, both active and inactive.

During the course of the meeting you asked for written ideas that would help the commission
modtify fee schedules to help balance the budget. Lone Star Park has given great thought to your
request. We feel there needs to be a balanced approach in order to minimize the effect on any
one license and to minimize any negative effect on existing live or simulcast operations that fund
racing in Texas.

The ideas we have are as follows:

= No increases in fees for live racing and ITW operations

* Increase the annual license fec on an active Class 1 from $45,000 to $150,000

= [ncrease the annual license fee on an active Class 2 from $15,000 to $50,000

» Increase the annual license fee on an active Class 3/4 from $5,000 10 $15,000

* |ncrease the annual license fee on an active greyhound from $175,000 to $250,000

* |ncrease the annuai license fee on an inactive Ciass 1 from $150,000 to $300,000

= |ncrease the annua! license fee on an inactive Class 2 from $100,000 to $250,000

= Increase the annual license fee on an inactive Class 3/4 from $50,000 ta $250,000

* Increase the annual license fee on an inactive greyhound from $150,000 to $300,000

This approach to fees is meant to encourage live racing and discourage licenses remaining inactive
for extended periods.

Once again, Lone Star Park would like to thank you for the opportunity to express our views on
racing commission fees. We will continue to be active participants in the process and are will

willing 10 listen to suggestions that promote live racing and benefit the Texas racing industry.

Sincerely,

WS REL S

Drew M. Shubeck
President and General Manager

DMS:sa
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August 15, 2011

Mr. Chuck Trout

Executive Director

Texas Racing Commission

8505 Cross Park Drive, Suite 110
Austin, TX 78754

Re: Ad Hoc Committee on Finance Meeting, July 26, 2011 — Retama Park Suggestions

Dear. Mr. Trout,

As requested by Commissioner Ederer at the Ad Hoc Committee on Finance meeting

held on July 26, 2011; please find the following recommendations from Retama Park to .

address the budgeted shortfall in revenue contemplated by the Commission for the next
two fiscal years: .

1.

Annual Fee: Retama Park proposes revisions to the Annual Fee assessed by the
Commission to cover regulation of the racetrack licenses. Please see attached
schedule that provides a comparison of current fees and proposed fees. Our
proposal generates approximately $675,000 in additiopal revenue to the
Commission, primarily by increasing the fees assessed to the inactive licenses. It
is our belief that this shift in fees is necessary and justified given the budgeted
increase in expenses that the Commission antictpates to oversee the inactive
licenses.

Additional dajly simulcast fee: Retama Park is proposing an additional daily
simulcast fee that would be assessed to all racetracks based on a percentage of
daily simulcast handle. Our proposal (please see attached schedule) contemplates
a fee of 20% of daily simulcast handle, generating approximately $625,000 in
additional revenue to the Commission. This estimate is calculated using projected
simulcast handle numbers, based on historical data. We believe that this would be
an equitable way to generate additional fees for the Commission, taking into
consideration the prior contributions from the outs revenue that is no longer
avaeilable to the Commission. This fee is also responsive to the overall concern
discussed at the July 26 meeting to not create an additional tax on live racing.
This fee could be reviewed annually by the Commission, with input from the
racetracks and the industry, to determine if the fees generated are adequate. We
recognize that the fee may need to be increased to account for projected
reductions in simulcast handle.

P.O. BOX 47535 * SAN ANTONIO, TEXAS 78265-7535 « 210-651-7000 = Fax 210-651-7097

Page 8 of 29



We greatly appreciate the opportunity to provide input to the discussions surrounding this
important topic. The entire industry is at a very difficult crossroad and as stated by
Commissioner Ederer at the July 26 meeting, everyone will have to be a participant in the
ultimate solution. '

As discussed with staff, we are very supportive of initiatives by the Commission to cut
costs involved in regulating racing. We would encourage a very exhaustive and detailed
look at all cost centers to insure that efficiency is maximized. The tracks as well as
horsemen and breed orgapizations have painfully undergone staff reductions and other
cost-cutting measures over the last several years. We would appreciate knowing that the
Commission has done the same.

We will continue to review the various factors surrounding this issue and look forward to
continued discussions regarding solutions. If there are any questions regarding our
proposals, please feel free to contact me at (210) 651-7131.

Sincerely,

Bryan P. Brown, CEO

Retama Entertainment Group, Inc. as agent for

Retama Development Corporation d.b.a. Retama Park

Enec.

Page 9 of 29
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Retama Park
Fes Proposal - Ad Hoc Committee on Finance

Annual Fee:
Budgeted Cost to TRC per License: $145,000
Total TRC Cost to Regulate Licanses: 51,895,239
Current # Income from Proposed Proposed
Fee Tracks Curreni Fee Fee Income
A  Greyhounds 175,000 1 175,000 145,000 145,000
A Class 1 45,000 3 135,000 45,000 135,000
A Class 2 15,000 0 0 45,000 0
A Class 384 5,000 1 5,000 10,000 10,000
| Greyhounds 150,000 2 300,000 200,000 400,000
i Class 1 150,000 0 0 200,000 0
| Class 2 100,000 [} 600,000 200,000 1,200,000
I Class 384 50,000 0 0 200.000 0
13 1,215,000 1,880,000
Proposed Increasa in Revenue: $675.000
Additional Daily Simulcast Fes:
2010 Actual Handle:
Gutf
Guif Coast Greyhound Valley LSe SHRP RP Manor Gilliespig Totai
Live 0 10,855,337 0 19,851,794 7.205.400 1,838,249 1,100,710 1,212,932
Simulcast 10,716,491 29,767,505 13,630,758 112,744,241 91,875,894 42,200,248 8,804,181 4,014,956 313,753,384
Export 0 14,000,678 0 56,742,547 67,008,492 7,630,096 0 0

10,715,481 55,531,610 13,630,758 189,338,582 166,089,786 51.868,593 9,904,891 5227808

% of Total Simulcast

Handle 3% 9% 4% 36% 29% 13% 3% 1%
Allocation of Fee 21,345 59,297 27153 224 588 183,018 84,083 17,538 7.998 625,000
Fee as a % of Sim Handle 0.20% 0.20% 0.20% 0.20% 0.20% 0.20% 0.20% 0.20%

Proposed Increase In Revenue: $625,000

Total proposed increase in revenue; $1,300.000



VIA EMAIL AND OVERNIGHT DELIVERY

August 15, 2011

Commissioner Ronald Ederer
Texas Racing Commission

8505 Cross Park Drive, Suite 110
Austin, Texas 78754

Re: Follow up to July 26, 2011 Ad Hoc Committee on Finance Meeting
Dear Commissioner Ederer:

Thank you for the opportunity to participate in the July 26, 2011 Ad Hoc Committee on Finance meeting
to discuss potential changes 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 following
comments are provided on behalf of Sam Houston Race Park, Valley Race Park and Laredo Race Park.

As you are aware, the Texas racing industry is facing intense competition from our surrounding states all
of which offer slot machines at their racetracks. Over the past decade, we have had no choice but to cut
expenses and staff to keep up with declining revenues as a result of this pressure. [ recognize that certain
adjustments to fee schedules must occur as a result of the efimination of the uncashed tickets as revenue
to the Texas Racing Commission. However, as part of this exercise | urge you to have the Commission
review its expense model just as the racetracks have done and present a budget that more closely
mirrors the overall decline in business we have all experienced. As it stands, it is my strong belief that
there is no fee structure that the racetracks can present that allows for rising expenses at the Agency.
As such, | offer the following suggestions:

- Additional Expense Reductions at the Agency - At the July 26™ meeting we were presented with
a Summary of Expenditures from the years 2006 through 2010 & Projected Expenditures for the

years 2011 through 2013. 1In these documents, the Commission's Projected 2012 and 2013
budgets are higher than at any point since 2006. This is difficult to reconcile given that in 2006
there were 1,298 performances (horse and dog) and in 2011 there will be just 509. While race
dates have declined by a staggering 61%, the agency’s FTE's have reduced by just 13 people or
19% (55.3 from 68.6). In fact, the Agency's projected 2012 expenses are more than a half a
million dollars greater than the agency'’s last full fiscal year.

As a point of reference, in 2006 Sam Houston Race Park had approximately 140 full time,
benefitted positions and total expenses of $23.5 million. Today, Sam Houston Race Park has
less than 40 full time benefitted positions and total annual expenses of $14.8 million. | expect
good regulation and oversight from the Commission, but | also expect that government make the
same, difficult choices the businesses it regulates have.

- Revised Fee Structure that more closely follows actual expenses — At the July 26" meeting, we
were provided a table that compared the actual costs by the various areas of regulation. This

table dernonstrated great inequities between the actual costs incurred by the Agency on

SAM HOUSTON RACE PARK LTD.
7575 North Sam Houston Parkway West, Houston, TX, 77064 » 281.807 8700 » shrp.com Page 11 of 29



simulcast and live race dates and the corresponding fees charged fo the industry. For example,
live race days are underfunded by more than 70% or $5,722 per horse race day. And while
overail greyhound regulation is underfunded by 6%, horse requlation is underfunded by 51%.

The fee structure | have enclosed with this letter, aims to correct such inequities and recognizes
the new revenues from Uncashed Winning Tickets now available to the racetracks that previously
went the to the Texas Racing Commission. Greater fees on live racing will not discourage live
racing when in fact there is a new revenue stream available to the racetracks. It is imperative that
these new revenues be considered as they are far greater at some racetracks than at others.
This proposal also shifts a larger financial burden to the inactive racetracks that are not currently
contributing to the industry in a meaningful way.

- Annual Review of Racelrack Fees - The notion that fees can be set for an extended period of
time is no longer realistic in an industry under significant pressure with declining race dates,
racetrack closures and other financial hardships. As such, | would recommend a rule be included
with any fee structure that requires an annual review of fees that allows for industry input.

Finally, at the July 26" meeting, the horse tracks were asked if it would be feasible to take entries one
week in advance as it would allow the Agency to reduce expenses associated with live racing. Sam
Houston Race Park has reviewed this request and will accommedate it. We welcome the opportunity to
review any similar cost saving opportunities the Agency may find.

| would like to thank you for the opportunity to provide input and express our views on Racing

Commission fees. We will continue to engage during this process and are willing to listen to any fair and
reasonable proposals.

Sincerely,

Andrea B. Young
President & Chief Operating Officer

Enclosures

Page 12 of 29



8/15/2011, prepared by Sam Houston Race Park

Cost Proposal
# to TRC Current SHRP
Annual Lisc Fees
- Active
- Class 1 3 $ 145,788 $ 45,000 5 50,000
- Class 2 0 $ 145,788 $ 15,000 s 20,000
- Closs 3/4 1 S 145,788 S 5,000 5 10,000
- Greyhound 3 S 145,788 S 175,000 $ 50,000
- Inactive
- Class 1 0 $ 145,788 $ 150,000 [ 300,000
- Class 2 6 S 145,788 $ 100,000 5 200,000
- Class 3/4 0 S 145,788 S 50,000 S 200,000
- Greyhound 0 S 145,788 $ 150,000 S 300,000
Race Day Fees
- Live Horse S 7,797 S 2,075 $ 6,500
- Live - Class 3/4 s 7,797 5 650 $ 6,500
- Live Greyhound S 1,316 S 550 S 1,100
- Simulcast [ 314 S 410 $ 315
- Simulcast -Class 3/4 S 314 S 300 5 315
Proposed Racetrack Fee Adjustment Impact
Based on 2011 Projected Outs for Full Year Projected Impacts
SHRP Plan
Days Quts YTD Total Incremantal Net
Simulcast Live FY2011 - Projected  Simulcast Handle Fees Generated Gain/(Loss)
- Lone 5tar Park 1 363 79 S 686,510 § 62,941,785 S 320,090 S 366,420
- Sam Houston Race Park 1 363 85 [ 244371 S 53,283,432 S 213,890 s 30,481
- Retama Park 1 363 45 [ 227,053 § 26,805,375 5 169,640 ) 57,413
- Gulf Greyhound Park G 363 311 [ 55,000 5 16,341,752 S 11,565 S 43,435
- Valley Race Park G in 5 S 63,590 $ 8,926,411 5 {151,890) 5 221,480
Gulf Cost {Corpus) G 260 0 5 89,875 S 7,211,910 S (149,700} 5 239,575
Gillespie 3 208 8 S 11,191 & 2,868,280 [ 54,920 5 (43,729)
Manor Downs 21 0 0 S 55,024 § - [ 100,000 [ (44,976)
- Laredo Race Park 21 0 0 S - 5 - S 100,000 [ (100,000}
- Laredo Downs 21 0 0 S - S - 5 100,000 S {100,000}
- Valle Del Tesorgs 2 1] 1] ) - S - ] 100,000 S (100,000)
- Amarilio 21 ] 0 S - S - $ 100,000 S {100,000}
- Longharn Downs/AJC 2 0 1] S - ) - S 100,000 S {100,000}
Total [ 1,438,614 § 178,378,945 S 1,068,515 s 370,099
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RECEIVED
TEXAS RACING
COMMISSION
August 15, 2011
Cominissioner Ron Ederer

Ad Hoc Finance Commiteee Co-Chair
Texas Racing Commission

P.0. Box 12080

Austin, TX 78711

Dear Commissioner Ederer:

Since the initial meeting of the Texas Racing Commission’s Ad Hoc Finance Committee,
the Texas Thoroughbred Association’s Racing Committee has considered proposals to take and
draw entries only on race days, assess new entry or start fees for each horse, license breeders
and/or breeding farms, and increase fees assessed to both curently licensed and operating
racetracks and licensed, but unbuiit racetracks.

The same proposals were discussed in & subsequent conference call involving Dr. David
Stephens, TTA’s new president, Dr. Jacquelyn Rich, TTA’s immediate past president, and me
with Jan Haymes. president of the Texas Thoroughbred HBPA, Dr. Tommy Hays, president of
the Texas Horsemen’s Benevolent and Protective Association, Marsha Rountree, executive
director of Texas Horsemen’s Partuership, and Rob Werstler, director of racing for the Texas
Quarter Horse Association.

Last Thursday, Rountree, Werstler and I had a productive meeting with key TRC staff to
gain further insight in budget items, finarcial needs, and the state of the industry.

In summary, TTA has found TQHA and THP to be in concurrence with TTA’s positions
on each of the proposals, which are &s follows:

TTA supports the proposal to take entries and hold the draw on race days rather than dark
days whenever possible as a cost-saving measure;

TTA opposes implementation of enry or start fees for each horse in the belief that any
added cost to ninning a horse in Texas increases the expense to an owner and places those
owners who race in Texas in an even more non-competitive position with owners in neighbor
states where purses are much higher and there are no start fees;

TTA opposes implementation of a licensing category for breeders and/or breeding farms
for the following reasons. It is believed a majority of Texas breeders are already licensed as
horse owmers. To our knowledge, no other jurisdiction licenses breeders as such, nor breeding

1016 La Posada = Suite 130 = Ausdn, Texas « 78752
PO.Bax 14967 + Ausin, Texas * 78761
Phone {312} 458-6133 * Fax (512) 433-3519 = wwav.rexasthoroughbrd.com
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fanms. Thete is certainly some question whether the TRC’s statutory authority can extend to
include breeding farms;

TTA supports limjted increases in fees for curently operating or active licansed
racetracks as they have been and continue to provide racing opportunities for Texas horsemen
that might be cut back if they were to incur significant fee increases. TTA supports substantiai
increases in fees for currently unbuilt end inactive tracks as their license holders have failed ta
date to provide any of the racing opportunities identified in their respective applications for
license approval.

TTA cannot identify any other areas for additional fees or new fees at this time.

Statistical data reveals that Texas peaked in the number of horse racing days and
greyhound racing performances in 2003 with 333 horse dates and 1,062 greyhound performances
for a combined tota) of 1,395, At that time, the TRC’s actual staffing level totaled 73.1. In
CY2011, the 166 horse racing days and 321 greyhound performances add up to a combined total
of 509 and TRC’s actual staff levei for FY2011 is 54.3.

Since 2003, the number of horse race days has declined 5( percent, the number of
greyhound racing performances has dropped 70 percent, but TRC actual staffing levels have
fallen only 25.7 percent and operating expenses beginning with FY2006 have remained pretty
flat-lined. Possibly some economies can be realized from within through consolidation of
departments or responsibilities.

By contrast, TTA had as many as 8 employees on staff as recently as 2003 when its
income was $1,388,358. TTA now has three full-time employees and two part-time empioyees
and projected income of $523,323 for FY2011. The 50 percent decline in number of employees
from 2003 to 2011 with a concurrent 62 percent drop in operating capital is a direct result of
Texas being in a non-competitive position with the revenue streams to purses and breed
programs in our neighbor states.

It is understood that TQHA and THP have incurred similar staffing cutbacks as income
has continued to fall precipitously over the same period.

Thank you for encouraging continued participation in the dialog over finances and for
seeking meaningful input. We look forward to further involvement in trying to find some
reasonable and yet beneficial resolutions to the problems at hand.

Respectfully yours,

David E. Hooper {
Executive Director

Page 15 of 29
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TEXAS QUARTE HORSE ASSUCLIATION

RECEI{VED
TEXAS RACING
COMHISSION
August 15, 2011
Chuck Trout

Bxecutive Director

Texas Racing Commission
P.O. Box 12080

Austin, Texas 78711-2080

Dear Mr. Trout,

First, I would like to thank you and your staff for meeting with Marsha Rountree, Dave
Hooper and me last week to discuss the current TRC budget shortfall and possible ways
to offset this problem. I thought the meeting was very productive and positive.

As we discussed at that meeting, it makes sense to take entries on days live racing takes
place so you do not have staff working on dark days. Racing Secretaries at cach track can
make this change and there is no need of a formal rule change.

Entry or start fees in races would have a devastating effect on Texas racing. When you
consider that the states that border Texas all offer much larger purses than those offered
in Texas and they do not charge starting or entry fees, it would only add to the pressure
on horsemen to leave Texas.

1t has also been mentioned that requiring breeders to.obtain licenses might be a way to
raise revenue. I doubt this would raise much revenue at alf since the majority of Texas
breeders are already licensed as owners. Also, there is a doubt as to whether or not the
TRC has jurisdiction over breeding farms.

It would appear that the most convenient way to raise revenue would be to add fees to
existing racetracks as well as for the licensed tracks where there are currently no
facilities. With current economic times, I would strongly urge the commission not to raise
fees on tracks that conduct live racing. These tracks are actually trying to survive and
they support the equine industry by conducting live racing, whereby creating handle that
supports the commission as well as horsemen and breed organizations.

Licensed entities that have not yet begun construction on a facility may be where the
industry needs to look for revenue at this time. They were awarded licenses and are

Post Qfficc Box 9449 1101 W. Anderson Lanc
Austn, TX 78766 Phone 512458-5202  Fax 512-458-1713 Austin, TX 78757
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expected to make a good faith effort to build a racetrack, not wait on gaming legislation
to pass.

I would urge you and the commission to meet again with all of the stakeholders so we
can develop a plan that will see us through the next budget cycle. We must all tighten our
belts if we are to find a solution. The TQHA s now down to three employees where at
one time we had eight full-time employees.

Rob Werstler
Director of Racing

Page 17 of
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August'15, 2011 RECEIYED
’ ) TEXAS RACING
TI_]I) Commissioner Ron Ederer COMMISSION

Co-Chalr, Ad Hoc Finance Committee
Texas Racing Commission

: P.0. Box 12080
PARTNERSHITD Austin, TX 78711

Dear Commissioner Ederer:

In response to your request for input on proposals discussed during the
meeting of the TxRc Ad-Hoc Finance Committee, | would like to submit the
following, on behalf the Texas Horsemen's Partnership.

By

| was unable to attend the meeting, and relied on Dave Hooper for a summary
of the proposals. The presidents of our two partngr organizations participated
in a conference call last week, along with Dave Hooper, Rob Werstler, Dr.
David Stephens, Dr. Jacqueline Rich and |, to discuss the areas which directly
affect horsemen and breeders in Texas.

All of the orgenizations represented on the conference call agreed on the
following:

~We support the prapasal to take entries and to draw on race days instead of H
dark days, This change could result in cost savings to the TxRc, as well as the
THP and possibly even the tracks; \

THP Is in opposition to start fees being imposed on owners of race horses.
We believe that start fees would result in shorter fields as owners would look
to other jurisdictions in neighboring states where there are no such fees.
Texas owners are already at a disadvantage when they choose to compete at
Texas tracks and an additional fee would drive even more of our members out [
of state. :

While THP does not represent breeders, many of our members wha are
currently licensed horse owners are also breeders. [t appears that there Is
nothing in the Statute that would currently give the Agency the authority to
require licensing for breeders or breeding farms. ‘

We are not opposed to small increases in fees for operating race tracks. ‘

However, significant increases in those fees could possibly cause our operating !

tracks to re-evaluate their requests for live race dates. We do support a larger :
increase in fees for inactive or un-built race tracks. These license hotders have
“ continued to reguest race dates, year after year, only to rescind those
requests when construction on their facilities never materializes. Millions of

doliars have been “lost” due to these un-built facilities and horsemen lose out : -

each year on unrealized racing opportunities. ‘

k]

!

|
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During the past three years, Texas Horsemen's Partnership has seen a sharp
deciine in its revenue and as a consequence has been forced to terminate
almost half of its staff. All of our remaining employees are performing
multiple duties after thoughtful reorganization and planning. Perhaps the
TI_II’ TxRc could lock at similar reorganization and consolidation of job
responsibilities. ‘

Texas Horsemen’'s Partnership has no other sugpgestions for sources of

Al ) -
PARTNERSHIP additional revenue or additional fees.

Thank you for the opportunity to provide Input and we look forward ;o
participating in this process as it moves forward.

Sincerely,

oy

rsha Rountree
Interim Executive Director

Afiilated with the Nollanal Homemen's Beaevelent & Prareett
and the Nasianal Thorsaghbeed Racing Association " v Ausoctation Page 19 Of
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] ‘
TO: EXECUTIVE DIRECTOR ’
1 RECENTLY READ THE RECOMMEN) ATIONS FOR THT OVERALL
RACE INDUSTRY. AS A CURRENT RAC } HORSE OWNER, 1 KNOW
VERY WELL THE PROBLEMS AND I AP.:ECIATE Tt ' RECOMMENDATIONS
THE COMMITTEE PROPOSED AS FAR AS SASINOF AND 1 WQULD
LOVE TO SEE THAT HAPPEN AND IT WOULD DF <IANTELY §OLVE
A LOT OF PROBLEMS. UNFORTUNATELY, WF {NOW THATE NOT GOING
TO HAPPEN FOR A WHILE.
MY DELIMA IS T RECENTLY TOOK ONE OF MY MARES TO
MAGNOLIA HORSE AUCTION AFTER TRY NG TO SELL HER N
CRAIGS LIST. ! ENDED UP SELLING HEF FOR 65 DOLLARS IN
2008 [ BOUGHT HER FOR 5000. I HAVE ” MORE RACE HORSE§ ON 1
WILL SELL AT THE LOUISIANA ACUTION IN September AND ANOTHER
ONE I WILL TRY TO GET TO THE TRACK IN DELTA IN OCTORER.
IN ORDER TO GET AN OFFICIAL WORK RIGHT NOW I HAVE fO EITHER
GOT TO SAN ANTONIO, TEXAS OR LOUISIANA DOWNS OR HVANGELINE
DOWNS WHICH ARE SEVERAL HUNDRED MILES AWAY, E SAM
HOUSTON
Page 20 of 29
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RACE PARK IN LESS THAN 10 MILES AWAY. THE OTHER PJOBLEM
IS EXECSIE JOCKEYS. I PUT AND ADD IN THE PAPER FOR
AND HAVE GOTTEN NO CALLS OTHER THAN INEXPERIEN
PEOPLE WHO HAVE NO CLUE WHAT I AM LOOKING FOR.
RESULTS: [ KNOW | FELLOW HORSEMAN THAT HAS 17H
THAT IS GETTING OUT COMPLETELY. I AM CUTTING DO
AND SEVERAL OTHER HORSEMAN THAT ARE CUTTING D
ON THE NUMBER OF HORSES THEY OWN.

SO WHAT CAN BE DONE.

I THINK SAM HOUSTON RACE TRACK SHOULD EITHER §
THEIR FACILITIES WHILE THEY ARE NOT RACING TO SO
ORGANIZATION THAT CAN GET THE HORSEMAN AND T
WORK OUTS FOR THEIR HORSES OR KEEP IT OPEN FOR A CPUPLE
OF DAYS A WEEK FOR THE HORSEMAN. | WOULDN’T MIND
PAYING LIKE THE EVANGELINE TRAINING CENTER A FEE
TO USE THEIR FACILITES TO GET OFFICIAL WORK OUTS.

2) ALLOW THE RACING FACILITES TO OPEN UP OFFICIAL
GAMING ROOM FACILITIES. THIS WILL ALLOW THE
TRACKS TO HELP PICK UP MORE BUSINESS. THE BUSINESS
CAN GIVE OUT GIFT CARDS OR PREPAID MASTER CARDS

THAT COULD BE CASHED IN AT ATMS ELIMINATING THE

NEED FOR CASINOS. IN ADDITION, THE TRAKCS SHOULD B

MORE FAMILY ORIENTED. LOOK AT THE SUCCESS OF THE

zd EZEVObY 8L uyol
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KEMAH BOARD WALK. WOW THE TRAFFIC LINES JUST Tq GET
TO THAT FACILTY IS HORRIBLE BUT FAMILIES ARE PAYING

TOP DOLLAR ATTHE RESTURANTS JUST BECAUSE OF THE CHEAP
THINGS TO RIDE LIKE THE TRAIN OR OTHER GAMES THEY PROVIDE.
CAN YOU IMAGINE HORSE EVENTS LIKE PONY RIDES, RIDES,
CARROUSELS, A KNOTSBERRY FARM TYPE ENVIRONMEN].

IN ADDITION, EXCEPT FOR THE HOUSTON LIVESTOCK SHOW,

THE TRAIL RIDERS REALLY DON'T DO MUCH. WHAT ABOYT
TRAIL RIDING COMPETITIONS ( INVENT SOMETHING NO BPDY
HAS TO DRAW THEM IN AND WOW YOU GOT SOMETH]NG)J
OLD WEST TYPE CHILIE COOK OFF EVENTS. THERE NO REASON
THE TEXANS SHOULD HAVE TAIL GATE PARTIES AND sm«?
HOUSTON DOESN'T EVEN COMPETE.

ANYWAY I HOPE THIS LETTER HELPS

RESPECTFULLY SUBMITTED,

A CONCERNED HORSEMAN

Page 22 of 29
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Zimbra: shelley harris-curtsinger@txrc.state.tx.us Page 1 of 2

Zimbra Collaboration Suite : shelley.harris-curtsinger@txrc.state.tx.us
Re: Fees on breeding stock Monday, August 15, 2011 3:35 PM
From: sammy jackson@txrc.state.tx.us -

To:
Mr. Kerby,

The answer to your first question is that Commissioner Ederer and Commissioner Hicks
were designated by Chairman Pablos tc head up the Ad Hoc Committee on Finances at the
June 21st Commission Meeting. This was an agenda item that was published in the Texas
Registrar, as well as, the agency’s website. MAdditiocnally, the Ad Hoc Committee on
Finance has its own agenda and agenda packet. These too were published in the same
maaner as the CommiSsion Meeting Agenda for the public to view. Please see at the
following link:

http://wwW.txrc,state.tx, us/agency/meetings/agendas/a20110726 Finance.pdf

I will forward your request teo have meeting anpnouncements posted on common sccial
networking sites to our Executive Director as I believe this would require a change to
current TRC policy. Additicnally, T will forward your suggestions for financing Lo our
Deputy Director for Finance and Rdministration. She is ceollecting the suggestion that
are being submitted to provide to Commissioner's Ederer and Hicks.

As 1 stated in my earlier email, there will be another Ad Hoc Committee Meeting on
Fipances. If Chuck Wright, Brian Schartz, or you are able to attend, I feel
comfortable that both of the Commissioners would welcome your input.

rRespectfully,

Sammy Jackson

Deputy Director for Wagering & Racing Review
Texas Racing Commission

{512)-B33-6659

————— Original Message -----

From: '

To: "Sammy Jackson" <sammy.jackson@txrc.state.tx, us>

Sent: Monday, August 15, 2011 2:35:26 PM GMT -06:00 US/Canada Central
Subject: Re: Fees on breeding stock

Mr. Jackson,

The first question would be who was on the Ad Hoc Committee, simply
because my folks on the TTA beard know nothing about it., We rely
heavily on information from our board members and what can be learned

from our FB and PQ sites. Would it be possible for your information
director to post this type of information on the more common social
networking sites? -

My first suggestion for financing would be for the TRC to take ever the
administracion of the T-bred funds. We have tried for a decade to no
avail to get the program reviewed through the TTA and can not get it
done. We believe that the horsemen would have a better chance of
getting change in this failed program through presenting our argument
to the commission itself. This change in funding for the TTA would also
make them more responsive to their membership simply because they would
reed the members for financial survival themselves. It would alsc force
the TTA to take the management of the sales back from Fasig-Tipton or
at least renegotiate those contracts. Hopefully in doing so they would
also beceme more responsive to supporting the Texas sired Texas breds
in the sale,

Finally, both associations need to have their skin in the game. They

Page 23 of 29
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/imbra: shelley.hams-curtsinger@txre.state.tx.us

have been pehaving above 1t all for a very long time and this is a
golden opportunity to get the folks involved in their own industry
again.

I would suggest or be most willing to have Brian Schartz and Chuck
Wright lock for other creative ways tc close the financial gaps if you
desire, they are both very creative thinkers as you know.

————— Original Message-—--—-—

vrom: Sammy Jackson <sammy.jackson@txrc.state.tx.us>
To:

Sent: Mon, Aug 15, 2011 B:48 am

Subject: Re: Fees on breeding stock

Mr. Kerby,

The TRC recently held an Ad Hoc Committee Meeting on Finances, however,

there was no dicussion regarding imposing Eees on mares bred in Texas
or stallions standing in Texas. Commissioner Edeéerer challenged the
industry to come up with creative and inovative ideas to replace the
funds loss due to the elimination of the outs revenue, and to submit
-~hose ideas by August 15th. There will be another meeting, the date
yel to be determined, to review Lhose ideas and discuss a course of
action.

I hcpe this is helpful.

Respectfully,
Sammy Jackson
Texas Racing Commission
512~833-6699

——--- Oriainal Message -=--—-

From:

To: "Sammy Jackson" <sammy@txrc.state.tx.us>

Sent: Friday, August 12, 2011 11:53:29 AM GMT -06:00 U5/Canada Central
Subject: Fees on breeding stock

Mr., Jackson,

someone is propagating the rumor that the TRC will be imposing fees on

mares bred in Texas and stallions standing in Texas. I would like to
know S0 we can post it on the facebook page to stem the panic a bit.

Thank You, always at your service and in your debt. Mr. Kerby

htip://txrc17:7777/zimbra/
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" GULF GREYHOUND PARK =

www.gulfgreyhound.com

August 27,2011

Mr. Chuck Trout
Executive Director

Texas Racing Commission
Austin, Texas 78711-2080

{rear Mr. Trout,

On behalf of Gulf Greyhound Park, I wouid like to submit the following comments
and suggestions in accordance with the request Commissioner Ederer made at the
Ad Hoc Committee meeting held on july 26, 2011.

Ouy first concern when it comes to evaluating the current situation regarding the
Kacing Commission’s proposed budget and corresponding fee structure to offset
those costs is that it does not appear the agency has aggressively made adjustments
rg staff that accurately reflect the overall decline in the industry. Over the past
several years, Gulf Greyhound has been forced to lay off employees, reduce benefits
provided to the remaining employees and trim virtually all controllable expenses in
order to survive in these chalienging economic times. During this same period, it
appears the Commission staff has either maintained the same overall number of
employees or, in some cases, increased the total number of employees and expenses
of the agency. | fully recognize and appreciate that there is a minimum threshold at
which the agency must operate in order to maintain a diligent role in protecting the
batting public and enforcing the laws and rules governing pari-mutuel racing and [
am not suggesting that effort be compromised in any respect. However, as a matter
of common sense, there should be a certain number of reductions available based
solely on the fact the industry is not operating at nearly the same level it was in
1997, We strongly encourage you to direct staff to take another hard look at all
nossible means to reduce the expenses of the Texas Racing Commission. Itis
encouraging to hear that the staff is looking at some cost saving measures such as
going to a much smaller number of post-race drug tests done on a random basis and
reviewing whether it is feasible to reduce the number of judges necessary at
greyhound tracks. We strongly urge these changes, as we believe these moves could
change the financial picture and allow continued operations similar to the last

several years.
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I next ask you to consider the base fee structure assessed on the various licenses
issued by the Commission and the impact of the current structure on live racing.
Specifically, please examine the disparity between the amount charged as an
“active” fee to Gulf Greyhound, currently $175,000.00, and the $45,000.00 charged
to each of the Class I horse tracks for the same “active” fee. We do not understand
the justification for the $130,000 difference. The Class Il fee structure also seems
disproportionate especially if you consider that some such facilities are in much
better locations than our facility. We concede there should be a major difference in
the fees as they relate to Class 11 licenses because of their non-profit, charitable
status, but all others should be treated as equal as possible.

The differences in the “active fee” are further exacerbated when you consider the
effect of the live race day fees. Generally, we concur with the other associations and
organizations in the industry that there should not be penalty placed on racetracks
that has the effect of discouraging live racing. In the same way we also strongly
believe that there should not be an economic incentive (a fee that can be avoided by
not racing) to stop running live days either. A review of the following chart (which
attempts to annualize 2010 fee payments) demonstrates our issue with the
disparity between fees associated with live racing paid by Gulf Greyhound and the
much lower fees effectively paid as a result of running fewer days of racing.

TRACK ACTIVE FEE PERFORMANCE FEE TOTAL
Retama Park $45,000.00 $2075 - 16 Days $78,200
Lone Star Park $45,000.00 32075 — 86 Days $223,450
SHRP $45,000.00 32075 - 94 Days £240,050
Gulf Greyhound $175,000.00 $550 — 311 Performances $346,500

The disincentive to run live race dates is apparent in the current structure.
Therefore, we suggest that the annual fee should be based on a reasonable
expectation of a certain number of live days that should be conducted at each
facility. If the track chooses not to run that many days, they can make such a choice;
however, the fee will remain the same. If the track chooses to run more than the
base number, the Commission might consider a small additional fee, but it should be
very affordable and encourage more live racing, not discourage such racing.

Relative to the issue of fees levied on simulcast wagering, it should be expected that
all tracks will simulcast as much as economically feasible to generate the necessary
purse money to fund the live racing operations. Therefore, here again we believe
that the annual fee shouid include a flat amount charged to each license that
adequately covers the real cost associated with regulating simulcast activity and
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hat should be the same rate regardless of the type of license that is issued (with the
exception of the non-profits).

“Inactive licenses” are special considerations and we have no specific suggestions as
ro how the Commission might approach that issue. Some licenses have been
“inactive” for relatively short periods. Others have been “inactive” for long periods.
The Commission might consider that distinction. While there may be reasonable
justification for a relatively recent awarded license to be inactive (site issue,
opportunities to improve location, etc.) the structure should provide little economic
incentive for an active license to become inactive,

We recognize and are extremely grateful that the Commission staff has arguably the
best resource for determining the fair levels of fees should be based on the above
concepts. Sammy Jackson has demonstrated time and time again that he has an
astute grasp of how all the various elements of pari-mutuel racing interact and what
it takes to make them function properly. We have the utmost confidence that with
Sammy's leadership, you and your staff will consider ali of the suggestions offered
hy stakeholders and develop a revenue model that is fair and equitable to all.

in the meantime, as a starting point for discussion, we would like to propose that the
Commission adopt a policy of a fee based on the assumptions outlined above
regarding a base level of activity at each Class and type of license that is all
encompassing of the license fee, live racing and simulcast wagering. While we will
not attempt to state what is fair and equitable for all tracks, we believe that a total
fee between $200,000 and $225,000 is reasonable as to Gulf Greyhound, especially
when combined with the cost savings to the agency’s budget by reducing the
number of drug tests and judges at our facility. More importantly, this fee range will
be affordable and allow us to continue operations at Gulf Greyhound for 2012.

Respectfully yours,

Sally B. Briggs

General Manager
Gulf Greyhound Park
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Gulf Coast Racing LLC / LRP Group LTD / Valie de los Tésﬁros LTD
3900 N. McColl Road
McAllen, Texas 78501

Phone: 956-687-7751 Fax: 956.687-8569 copied: !’
August 22, 2011
g chuck  Sammy
Mr. Chuck Trout Bill N
Executive Director Mark
Texas Racing commissicn Jean

P.0. Box 12080
Austin Texas 78711-2080

Dear Mr. Trout:

The purpose of this letter is to submit written thoughts and suggestions relating to
the Texas Racing Commission's proposed budget and corresponding fee structure,
as suggested by Commissioner Ederer at the July 26, 2011 meeting of the Ad Hoc
Committee on Finance, [ appreciate the opportunity to provide input on this matter
and look forward 10 continued disgussions.

As you are aware, | represent interasts in three licenses issuad by the Texas Racing
Commission. Each of those licenses is in a unique situation. One thing they all have
in common, however, is the opportunity to help ensure the survival of an industry
that has been in decline for several years and now finds itseif at a cnitical juncture
facing catastrophic economic tintes. We must therefore be diligent in finding all
cost savings possible and assess a fair but reasonable fee structure that won'c place
an undue econamic burden on a distressed industry. !

After Gulf Coast Racing acquired the greyhound facility in Corpus Christi, we made a
decision to reopen the dormant facility and restore simulcast wagering. We
understood the urgent need for grevhound purse money. so we worked in
cooperation with the Texas Greyhound asscciatton and the cperators of Gulf
Greyhound Park to immediately provide zddinional racing opportunities and purse
money to support the industry. We were only able to accomplish this by keeping a
close eye on the economics of the Corpus Christi facility and ensurtng-thatall of our
expenses are as efficient as possible. We recognize that the Commisgion staff has a
responsibility to enforce the Texas Racing Act and protect the patrorns of the spory,
however, like our approach to operating the Corpus Christi facility, we strongly
encourage the Commission to further analyze the proposed budget expenses and
determine if there are other budget cuts that will more accurately rellect the
shrinking industry and the decline in its overall attendance and handle.

With respect to the licenses we hold which are not currently conducting live racing,
we have made every effort to support the economically struggling industry. The
best and currently only feasible way 1o accomplish this end has been to Fopduct
simulcasting in compliance with the Texas Racing Act. We have done thtls'nn Corpus
Christi and are seeking Commission approval to doitin McAllen. In addition, we
pay very significant fees to the Commission although those fees aiready reflecta

(65110/1/00035912.3)
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disproportionate amount of the Commission's budger considering the actual cost to
the State of overseeing our facilities. We understand the thought and policy adopted
when those fees were set anc, while we may not agree that it is commensurate with
the costs associated with regulating the license, we understood the need and have
paid our fees without fail. Additionally, we recognize that recent changes to the
Texas Racing Act call for a review of all licenses and this may add additional work
and expenses ta the agency at some point in the future. However, it i§ abundantly
¢lear that the fees we pay as well as the revenue generated for the State and the
industry by our simuicasting operations resuit in a significant net benefit to the
industry anc the State. We see absolutely no benefit to anyone for the Commission
to expend or budget to expend significant resources aimed at a goal of thwarting
such efforts or even stopping them altogether. Ultimately, such counterproductive
actions could only harm the Commission and the industry it is charged with
regulating,

One example of such counterproductive expenditures would be for the Commission
to hire an additional attorney. as described at the recent Ad Hoc Committee on
finance by Mark Fenner. Instead of gearing up to fight the industry, the Commission
should be exploring ways to work with the industry. Hiring additional staff for such
a purpose would only place an ill-timed financial burden, both directly and
indirectly, on the industry that has to underwrite the budger. We feel this is an
unnecessary and ill-advised expense at 2 time when it is already difficult to raise
needed fundine.

We again stand ready to review the current fees associated with our licenses and
see il there are ways that we can assist in shouldering some more of the shortfalis in
the Commission’s anticipated revenue. We can only do so, however, if we do not
have to expend our resources in other ways due to counterproductive regulatory

activities.

Finally, we fully agree that any fees imposed by the Commission shguld be set ‘in
such a manner as to avoid discouraging live racing. We are fully prepared to sit
down with Commission staff and wark on a reasonabie fee structuré thac will allow
the Commission to perform its responsibilities.

Respectfully.

Greg bam

s
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