STAFF ANALYSIS
DISCUSSION AND ACTION BY THE BOARD ON THE APPROVAL OF THE
FORMULA AND AGREEMENT TO PROVIDE FUNDING FOR THE CHRB FOR
FISCAL YEAR 2025-2026

Regular Board Meeting
June 19, 2025

ISSUE:

In order to fund the budget of the California Horse Racing Board (“Board”) for fiscal year
2025-26, the Board must either develop a formula or approve an industry developed
formula prior to July 1, 2025. For fiscal year 2025-26, stakeholders agreed on the attached
funding formula for Board consideration.

BACKGROUND:

Pursuant to Business and Professions Code (BPC) section 19616.51 (see below), each
year the Board approves a funding formula by which all associations and fairs participate
in the funding of the Board. BPC section 19612.8 requires that each association or fair,
at a minimum, cover the costs directly associated with Board contractors — Stewards and
Official Veterinarians — appointed for racing meet and for laboratory testing costs.

Historically, stakeholders agreed upon the formula and presented it to the Board for
approval, however, in FY 2024-25, stakeholders could not agree, and the Board was
tasked with determining the method by which the Board’s budget was funded once each
association was assigned their direct costs.

AUTHORITY:

BPC §19616.51. License Fee Reductions; Horse Racing Fund; Distributions
(in part):

(a) Notwithstanding any other law, and in lieu of any license fee payable to the state
prescribed for or referred to in Section 19491, 19491.5, 19596.3, 19601, 19601.2,
19602, 19603, 19604, 19605.25, 19605.35, 19605.45, 19605.6, 19605.7, 19605.71,
19606.5, 19606.6, 19610.8, 19611, 19612, 19614, 19616, 19616.1, 19616.2, or
19641, any association or fair that conducts a racing meeting shall only pay its
proportional amount, as determined by the formula devised pursuant to paragraph
(1), as a license fee to the state, to be deposited into the Horse Racing Fund, which
is hereby established, to fund the board and the equine drug testing program as
follows:

(1) All racing associations and fairs including all breeds of racing shall participate in
the funding of the board in accordance with a formula devised by the board in



consultation with the industry.

BPC §19612.8. Associations Conducting Racing Meetings; Payment of Costs

Notwithstanding any other provision of law, any association conducting a racing
meeting shall pay not less than the actual amount necessary to cover the costs for
compensation, including any fringe benefits, to stewards and official veterinarians
and to cover the costs for that racing meeting, as provided by the board under Section
19581.

RECOMMENDATION:

This item is presented for Board discussion and action.
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Agreement for CHRB Support Fiscal Year 2025-2026

This will serve to memorialize agreement among the undersigned with respect to funding of the California Horse Racing
Board, (“CHRB"). The undersigned hereby agree among themselves that each will make the following payments:

Recitals

Section 19616.51 of the Business and Professions Code was amended by ABX4 12, and now stipulates:

(a) Notwithstanding any other law, and in lieu of any license fee payable to the state prescribed for or referred to in Section 19491,
19491.5, 19596.3, 19601, 19601.2, 19602, 19603, 19604, 19605.25, 19605.35, 19605.45, 19605.6, 19605.7, 19605.71, 19606.5,
19606.6, 19610.8, 19611, 19612, 19614, 19616, 19616.1, 19616.2, or 19641, any association or fair that conducts a racing meeting
shall only pay its proportional amount, as determined by the formula devised pursuant to paragraph (1), as a license fee to the state, to
be deposited into the Horse Racing Fund, which is hereby established, to fund the board and the equine drug testing program as
follows:

(1) All racing associations and fairs including all breeds of racing shall participate in the funding of the board in accordance with a
formula devised by the board in consultation with the industry.

For the 2025-2026 fiscal year, in accordance with Section 19616.51 and the Budget Act of 2025, the CHRB operational
budget is $17,400,000 plus any augmentations appropriated in the Act pursuant to Control Section 3.60, Employer
Retirement Contribution and Item 9800, Employee Compensation Adjustments. Thus, the undersigned are responsible for
the funding of the CHRB's annual operating budget by depositing the necessary funds in the California Horse Racing Fund.

1. Payment of CHRB Support.
a. Inorder to fund of the CHRB's annual operating budget, the undersigned shall distribute to the CHRB:

i.  55.50 percent of the License Fee that would have otherwise been payable by the undersigned in the
absence of the enactment of SB 16XX (“Pre-SB 16XX License Fee”), plus

i.  0.96% of its market access fees generated by California resident Advanced Deposit Wagering (“ADW”)
which would have otherwise been distributed to track and purse commissions. Distributions from ADW
are allowed per Section 19604 (f) (5) (E).

ji. — Inaccordance with Section 19531(d), the funds generated for purses and commissions as described in
Section 19531(d) (3) shall be used to pay the board support requirement that thoroughbred racing
associations and the racing fair in the central or southern zone (“AB 1074 hosts”) are required to make
under subsections (i) and (ii) above. AB 1074 hosts will distribute 4.25 percent of handle generated in
the Northern zone during their respective race meets to the CHRB, subject to modification by the
CHRB should fair or thoroughbred association racing in the northern zone occur during the 2025-2026
fiscal year.

b. By the CHRB's approval of this Agreement, the CHRB shall be deemed to have approved the alternate
distributions of market access fees as required per Section 19604 (f) (5) (E).

c. The undersigned shall remit the respective amounts they owe no later than Friday for amounts generated
during the prior week (Monday through Sunday) for wagers placed at brick and mortar sites within California.
For amounts generated by wagering outside the State of California on races conducted in California (‘export
wagering”) and California resident wagers facilitated through California licensed ADW providers, the
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undersigned will remit the respective amounts they owe within ten business days of the receipt of host fees and
market access fees.

d. ltis contemplated funds generated pursuant to the enactment of AB 1974 will supplement the board support
funding generated via commingled handle.

e. Final excesses or shortfalls in funding shall be determined after the end of the fiscal year. Should a shortfall
occur, the payments required by the undersigned shall be determined by calculating the percentage of each
entity’s contribution to the total funding generated in the current fiscal year and then applying such percentage
to the shortfall. The CHRB will notify the undersigned of their shortfall amounts, and the undersigned will remit
payments within ten business days of such notification. Should an excess in generated funding occur,
payments to the CHRB shall cease once board support payments have reached $17,400,000. The excess in
generated funding shall be deposited into a trust account maintained by the Del Mar Thoroughbred Club to be
distributed to each entity utilizing the same calculation methodology as for shortfalls.

f. ltis agreed that the CHRB shall evaluate payments received during the fiscal year and may require that it
receive pre-payments in order to ensure that its operations are funded timely and sufficiently throughout the
fiscal year. The undersigned will fund such pre-payments within ten business days of notification.

2. The CHRB is a third party beneficiary of the payments to be made by the undersigned pursuant to paragraph 1 hereof,
therefore, the CHRB has a right to bring an action against any of the undersigned who fail to make the prescribed payments
in paragraph 1 hereof. Payments to be made by the undersigned are the sole responsibility of that entity; therefore, there is
no joint and several liability among the undersigned for the failure of anyone to make the prescribed payments.

3. This Agreement may be signed in counterparts.

4. California Horse Racing Industry Organizations which have agreed to participate in the funding described above include:
Del Mar Thoroughbred Club, Los Angeles County Fair Association, Los Alamitos Racing Association, Los Alamitos Quarter
Horse Racing Association, Los Angeles Turf Club, Watchandwager.com LLC, California Harness Horsemen’s Association,
California Thoroughbred Breeders Association, Pacific Coast Quarter Horse Racing Association, and Thoroughbred Owners
of California.

[Signatures follow]


https://Watchandwager.com
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Del Mar Thoroughbred Club

DocuSigned by:
@OS(L Kubinstein.

Q3A7459DCRE14DC

Los Alamitos Quarter Horse Racing Association
By @(%1:71 AAAAAA 7SA(A/
Los Angeles Turf Club
Eafb M,Wlmfl
By

AAAAAAAAAAAAA

Thoroughbred Owners of California

DocuSigned by:

Nilliam 4. Nowlu/

2OCEGOO44E2E
44625448~

California Harness Horsemen’s Association

By

Agreed and Accepted:

Doc?ed by:
By E AD’)E(W'Z%

California Horse Racing Board

Los Alamitos Racing Association

DocuSigned by:
Fick Euaisl

y OF115712BBA0474

Los Angeles County Fair Association

By ﬂlsé;asu

OF 57 12B6AS4T4

Watchandwager.com LLC

[Signed by:
By 023D03949B0B416...

Pacific Coast Quarter Horse Racing Association

@wﬂ PEXEL

EQAE21EQC17248C

California Thoroughbred Breeders Association

stiined by:
By EDE7ERO 1’7Af‘|'\/1:D“_
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Del Mar Thoroughbred Club

By

Los Alamitos Quarter Horse Racing Association

By

Los Angeles Turf Club

By

Thoroughbred Owners of California

By

California Harness Horsemen’s-#ssociation
By 4@1 ,ﬂ? /
Agreed and Accepted:

By

California Horse Racing Board

Los Alamitos Racing Association

By

Los Angeles County Fair Association

By

Watchandwager.com LLC

By é/&./cgl”"‘{f\\(

Pacific Coast Quarter Horse Racing Association

By

California Thoroughbred Breeders Association

By




CALIFORNIA HORSE RACING BOARD SUPPORT FOR FISCAL YEAR 2025 / 2026

Proposed formula percentages:

California brick and mortar wagering 55.50% of Pre SB16 license fees

ADW 0.96% of CA resident ADW
Out of state wagering on California races 55.50% of Pre SB16 license fees
Los Alamitos

Los Angeles Los Alamitos Los Angeles Total S-Cal Day N-Cal TB/ N-CalTB N-Cal TotalDay  Quarter Horse Watch &  Total Night
Host Del Mar TurfClub  Racing Assn County Fair Meets 1074 SCON*  Assn Fairs Meets Racing Assn  Wager Meets Total
Handle Projection
Brick & Mortar CA 143,874,946 209,751,407 17,600,000 16,600,000 387,826,353 79,050,000 - 466,876,353 42,500,000 7,521,973 50,021,973 516,898,326
ADW 199,448,676 383,127,189 35,000,000 33,000,000 650,575,865 227,360,000 - 877,935,865 109,000,000 37,105,454 146,105,454 1,024,041,319
Total CA 343,323,622 592,878,596 52,600,000 49,600,000 1,038,402,218 306,410,000 - 1,344,812,218 151,500,000 44,627,427 196,127,427 1,540,939,645
Exports 320,478,378 522,026,617 16,900,000 16,300,000 875,704,995 - - 875,704,995 72,500,000 12,793,799 85,293,799 960,998,794
Total 663,802,000 1,114,905,213 69,500,000 65,900,000 1,914,107,213 306,410,000 - 2,220,517,213 224,000,000 57,421,226 281,421,226 2,501,938,439
Estimated effective rates based upon proposed formula percentages:
Brick & Mortar CA 1.09% 1.09% 1.02% 0.56% 1.06% 072% 0.72%  0.56% 1.01% 0.24% 0.22% 0.24% 0.93%
ADW 0.96% 0.96% 0.96% 0.96% 0.96% 0.96% 0.96%  0.96% 0.96% 0.96% 0.96% 0.96% 0.96%
Exports 0.30% 0.30% 0.30% 0.30% 0.30% 025%  0.23% 0.30% 0.28% 0.16% 0.26% 0.30%
AB 1074 S-Cal day meet support translated to a percentage of N-Cal SCON handle 4.25%
Support Projection
Brick & Mortar CA 1,564,127 2,289,437 179,612 92,682 4,125,858 570,346 - 4,696,203 102,213 16,699 118,911 4,815,115
ADW 1,918,696 3,685,684 336,700 317,460 6,258,540 2,187,203 - 8,445,743 1,048,580 356,954 1,405,534 9,851,277
Total CA 3,482,823 5,975,120 516,312 410,142 10,384,397 2,757,549 - 13,141,946 1,150,793 373,653 1,524,446 14,666,392
Exports 970,530 1,562,117 50,688 49,584 2,632,919 - 2,632,919 204,827 20,597 225,424 2,858,343
Total 4,453,353 7,537,237 567,000 459,726 13,017,316 2,757,549 - 15,774,865 1,355,619 394,251 1,749,870 17,524,735

*SCON refers to Southern California thoroughbred associations & racing fair deemed to be operating in the northern zone per AB 1074
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