
CHURCHILL DOWNS, INC.
a-c:

ILLINOIS DEPARTMENT OF REVENUE 
In October of 2012, the Company filed a verified complaint for preliminary and permanent injunctive 
relief and for declaratory judgment (the “Complaint”) against the Illinois Department of Revenue (the 
“Department”). The Company’s complaint was filed in response to Notices of Deficiency issued by the 
Department on March 18, 2010 and September 6, 2012. In response to said Notices of Deficiency, the 
Company, on October 4, 2012, issued a payment in protest in the amount of $2.9 million (the “Protest 
Payment”) under the State Officers and Employees Money Disposition Act and recorded this amount as 
another asset. The Company subsequently filed its complaint in November alleging that the Department 
erroneously included handle, instead of the Company’s commissions from handle, in the computation 
of the Company’s sales factor (a computation of the Company’s gross receipts from wagering within the 
State of Illinois) for determining the applicable tax owed. On October 30, 2012, the Company’s Motion for 
Preliminary Injunctive Relief was granted, which prevents the Department from depositing any monies 
from the Protest Payment into the State of Illinois General Fund and from taking any further action against 
the Company until the Circuit Court takes final action on the Company’s Complaint. If successful with 
its Complaint, the Company will be entitled to a full or partial refund of the Protest Payment from the 
Department. This matter remains pending before the Tax and Miscellaneous Remedies Section of the Circuit 
Court of Cook County. 

KENTUCKY DOWNS 
On September 5, 2012, Kentucky Downs Management, Inc. (“KDMI”) filed a petition for declaration of rights 
in Kentucky Circuit Court located in Simpson County, Kentucky styled Kentucky Downs Management Inc. 
v. Churchill Downs Incorporated (Civil Action No. 12-CI-330) (the “Simpson County Case”) requesting a 
declaration that the Company does not have the right to exercise its put right and require Kentucky Downs, 
LLC (“Kentucky Downs”) and/or Kentucky Downs Partners, LLC (“KDP”) to purchase the Company’s 
ownership interest in Kentucky Downs. On September 18, 2012, the Company filed a complaint in Kentucky 
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Circuit Court located in Jefferson County, Kentucky, styled Churchill Downs Incorporated v. Kentucky 
Downs, LLC; Kentucky Downs Partners, LLC; and Kentucky Downs Management Inc. (Civil 
Action No. 12-CI-04989) (the “Jefferson County Case”) claiming that Kentucky Downs and KDP had 
breached the operating agreement for Kentucky Downs and requesting a declaration that the Company 
had validly exercised its put right and a judgment compelling Kentucky Downs and/or KDP to purchase 
the Company’s ownership interest in Kentucky Downs pursuant to the terms of the applicable operating 
agreement. On October 9, 2012, the Company filed a motion to dismiss the Simpson County Case and 
Kentucky Downs, KDP and KDMI filed a motion to dismiss the Jefferson County Case. A hearing for the 
motion to dismiss in the Simpson County Case occurred November 30, 2012. At that hearing the Company’s 
motion to dismiss the Simpson County Case was denied. Subsequently, Kentucky Downs, KDMI and KDP’s 
motion to dismiss the Jefferson County Case was granted on January 23, 2013, due to the Simpson County 
Circuit Court’s assertion of jurisdiction over the dispute. On May 16, 2013, Kentucky Downs, KDP and KDMI 
filed a Motion for Summary Judgment against the Company and Turfway Park, LLC. On September 19, 
2013, the Company filed its response to the Motion for Summary Judgment. A hearing occurred before the 
Simpson County Circuit Court on September 23, 2013 on the Kentucky Downs, KDP and KDMI Motion for 
Summary Judgment. All parties appeared before the Simpson County Court and oral arguments were heard. 
On October 31, 2013, the Simpson County Court entered an Order Denying Petitioners’ (Kentucky Downs 
Management Inc. et al.) Motion for Summary Judgment. The case will now move forward through discovery 
and to trial. No trial date has been set. 

TEXAS PARI-MUTUEL WAGERING 
On September 21, 2012, the Company filed a lawsuit in the United States District Court for the Western 
District of Texas styled Churchill Downs Incorporated; Churchill Downs Technology Initiatives Company 
d/b/a TwinSpires.com v. Chuck Trout, in his official capacity as Executive Director of the Texas Racing 
Commission; Gary P. Aber, Susan Combs, Ronald F. Ederer, Gloria Hicks, Michael F. Martin, Allan Polunsky, 
Robert Schmidt, John T. Steen III, Vicki Smith Weinberg, in their official capacity as members of the Texas 
Racing Commission (Case No. 1:12-cv-00880-LY) challenging the constitutionality of a Texas law requiring 
residents of Texas that desire to wager on horseraces to wager in person at a Texas race track. In addition 
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to its complaint, on September 21, 2012, the Company filed a motion for preliminary injunction seeking 
to enjoin the state from taking any action to enforce the law in question. In response, on October 9, 2012, 
counsel for the state assured both the Company and the court that the state would not enforce the law in 
question against the Company without prior notice, at which time the court could then consider the motion 
for preliminary injunction. On April 15, 2013, both parties filed their opening briefs, and a trial was held 
on May 2, 2013. On September 23, 2013, the United States District Court for the Western District of Texas 
ruled against the Company and upheld the Texas law at issue. Subsequently, on September 25, 2013, the 
Company ceased taking wagers from Texas residents via TwinSpires.com and returned deposited funds to 
Texas residents. The Company filed a motion for an expedited hearing in the United States Court of Appeals, 
which was granted on October 17, 2013. The Texas Racing Commission, et. al., filed an appellate brief on 
December 13, 2013. The Company filed its brief in reply on December 30, 2013. Oral arguments were heard 
before the United States Court of Appeals for the Fifth Circuit on February 4, 2014, and the Company is 
awaiting a ruling from the Court. 

HORSERACING EQUITY TRUST FUND 
During 2006, the Illinois General Assembly enacted Public Act 94-804, which created the Horse Racing 
Equity Trust Fund (“HRE Trust Fund”). During November 2008, the Illinois General Assembly passed Public 
Act 95-1008 to extend Public Act 94-804 for a period of three years beginning December 12, 2008. The 
HRE Trust Fund was funded by a 3% “surcharge” on revenues of Illinois riverboat casinos that met a certain 
revenue threshold. The riverboats paid all monies required under Public Acts 94-804 and 95-1008 into a 
special protest fund account which prevented the monies from being transferred to the HRE Trust Fund. 
The funds were moved to the HRE Trust Fund and distributed to the racetracks, including Arlington, in 
December 2009. On June 12, 2009, the riverboat casinos filed a lawsuit in the United States District Court 
for the Northern District of Illinois, Eastern Division, against former Governor Rod Blagojevich, Friends of 
Blagojevich and others, including Arlington (Empress Casino Joliet Corp. v. Blagojevich , 2009 CV 03585). 
While the riverboat casinos alleged violations of the Racketeer Influenced and Corrupt Organizations 
Act (“RICO”) against certain of the defendants, Arlington was not named in the RICO count, but rather 
was named solely in a count requesting that the monies paid by the riverboat casinos pursuant to Public 
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Acts 94-804 and 95-1008 be held in a constructive trust for the riverboat casinos’ benefit and ultimately 
returned to the casinos. Following several lower court motions, on March 2, 2011, a three member panel of 
the Seventh Circuit Court of Appeals reversed the trial court’s dismissal. We requested the Seventh Circuit 
Court of Appeals to rehear the matter en banc and, on April 11, 2011, the Appellate Court issued an order 
to rehear the matter en banc . That hearing was held on May 10, 2011. On July 8, 2011, the Seventh Circuit 
Court of Appeals issued a thirty-day stay of dissolution of the temporary restraining order (‘TRO”) to allow 
the Casinos to request a further stay of dissolution of the TRO pending their petition for certiorari to the 
United States Supreme Court. On August 5, 2011, the United States Supreme Court denied an application 
by the casinos to further stay the dissolution of the TRO. On August 9, 2011, the stay of dissolution expired 
and the TRO dissolved, which terminated the restrictions on the Company’s ability to access funds from 
the HRE Trust Fund held in the escrow account. Public Act 94-804 expired in May 2008 and Public Act 95-
1008 expired on July 18, 2011, the date the tenth Illinois riverboat license became operational. Arlington 
filed an administrative appeal in the Circuit Court of Cook County on August 18, 2009 ( Arlington Park 
Racecourse LLC v. Illinois Racing Board, 09 CH 28774 ), challenging the IRB’s allocation of funds out of the 
HRE Trust Fund based upon handle generated by certain ineligible licensees, as contrary to the language of 
the statute. The Circuit Court affirmed the IRB’s decision on November 10, 2010, and Arlington appealed 
this ruling to the Illinois First District Court of Appeals. On April 23, 2012 the Court of Appeals ultimately 
affirmed the IRB’s decision and Arlington filed a petition for leave to appeal to the Illinois Supreme Court 
on May 25, 2012. On October 1, 2012, the Illinois Supreme Court denied Arlington’s petition for leave 
to appeal. Hawthorne Racecourse filed a separate administrative appeal on June 11, 2010 (Hawthorne 
Racecourse, Inc. v. Illinois Racing Board et. al., Case No. 10 CH 24439) challenging the IRB’s decision not to 
credit Hawthorne with handle previously generated by an ineligible licensee for the purpose of calculating 
the allocation of the HRE Trust Fund monies and the IRB’s unwillingness to hold another meeting in 2010 
to reconstrue the statutory language in Public Act 95-1008 with respect to distributions. On May 25, 
2011, the Circuit Court rejected Hawthorne’s arguments and affirmed the IRB’s decisions, and Hawthorne 
appealed the Circuit Court’s decision. Arlington filed its response brief on May 30, 2012, and the IRB filed 
its response brief on June 30, 2012. Hawthorne filed its reply brief on July 27, 2012. Oral arguments on 
Hawthorne’s appeal before the Illinois First District Court of Appeals were heard on November 1, 2012 and 
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during November 2012, the First District Court of Appeals ruled against Hawthorne. We received $46.1 
million from the HRE Trust Fund, of which $26.5 million was designated for Arlington purses. We used 
the remaining $19.6 million of the proceeds to improve, market, and maintain or otherwise operate the 
Arlington racing facility in order to conduct live racing. 
 

BALMORAL, MAYWOOD AND ILLINOIS HARNESS HORSEMEN’S ASSOCIATION 
On February 14, 2011, Balmoral Racing Club, Inc., Maywood Park Trotting Association, Inc. and the 
Illinois Harness Horsemen’s Association, Inc. filed a lawsuit styled Balmoral Racing Club, Inc., Maywood 
Park Trotting Association, Inc. and the Illinois Harness Horsemen’s Association Inc. vs. Churchill Downs 
Incorporated, Churchill Downs Technology Initiatives Company d/b/a TwinSpires.com and Youbet.com, 
LLC (Case No. 11-CV-D1028) in the United States District Court for the Northern District of Illinois, Eastern 
Division. The plaintiffs allege that Youbet.com breached a co-branding agreement dated December 2007, 
as amended on December 21, 2007, and September 26, 2008 (the “Agreement”), which was entered 
into between certain Illinois racetracks and a predecessor of Youbet.com. The plaintiffs allege that 
the defendants breached the agreement by virtue of an unauthorized assignment of the Agreement to 
TwinSpires.com and further allege that Youbet.com and TwinSpires have misappropriated trade secrets in 
violation of the Illinois Trade Secrets Act. Finally, the plaintiffs allege that the Company and TwinSpires.com 
tortiously interfered with the Agreement by causing Youbet.com to breach the Agreement. The plaintiffs 
have alleged damages of at least $3.6 million, or alternatively, of at least $0.8 million. On April 1, 2011, the 
plaintiffs filed a motion for a preliminary injunction, seeking an order compelling the defendants to turn 
over all Illinois customer accounts and prohibiting TwinSpires.com from using that list of Illinois customer 
accounts. On April 18, 2011, the defendants filed an answer and a motion to dismiss certain counts of the 
plaintiffs’ complaint, and Youbet.com asserted a counterclaim seeking certain declaratory relief relating to 
allegations that plaintiffs Maywood and Balmoral breached the Agreement in 2010, leading to its proper 
termination by Youbet.com on December 1, 2010. The preliminary injunction hearing took place on July 
6, 2011, and, on July 21, 2011, the court denied the preliminary injunction. On March 9, 2012, the parties 
mediated the case without resolution. The parties filed motions for summary judgment in November 
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and December 2012, respectively, and replies were filed in January 2013. During June 2013, the Court 
denied both parties’ motions for summary judgment. On November 1, 2013, the Company reached a final 
settlement in the matter and paid the plaintiffs $2.3 million, of which $2.0 million was reimbursed to the 
Company by its insurance carrier.

d. Confidential Matters – Not applicable.

e.  Criminal Matters – Churchill Downs Incorporated has not been indicted or accused of a crime, nor 
has it been subject of a grand jury or criminal investigation during the past 10 years.

f.  Injunctions – Churchill Downs Incorporated is not the subject of any order, judgment or decree of 
any court, administrative body or other tribunal permanently or temporarily enjoining it from or 
otherwise limiting its participation in any type of business, practice or activity during the past ten 
(10) years.
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The following information relates to legal actions of Saratoga Harness Racing, Inc.:

a. Pending Legal Actions

•  NYHTC Arbitration U12-682 – On or about December 10, 2012, the New York State Hotel 
Trades Council filed a demand for arbitration contending that the manner in which the Company 
scheduled part-time employees violated the Collective Bargaining Agreement.  The parties have 
engaged in mediation and are still involved in attempting to settle this arbitration.

•  NYHTC U13-250 – On or about May 14, 2013, NYHTC filed an arbitration demand contending 
the manner in which SHRI Lead Drop Team employees are scheduled violates the Collective 
Bargaining Agreement.  The parties adjourned the arbitration and had been attempting to settle 
this matter.

•  NYHTC U13-580 – On or about September 17, 2013, NYHTC filed an arbitration demand 
contending that SHRI violated the Collective Bargaining Agreement by implementing a leave 
without pay policy.  This proceeding has yet to be scheduled.

•  A number of Civil Actions relating to personal injuries are currently pending and have been turned 
over to the Company’s insurance carrier for defense.  The Company is unaware of any claim that is 
in excess of policy limits.

b. Settled or Closed Legal Actions Past 10 Years

•  Dalton v. Pataki, 5 New York Third Department 243 (2005). This was an action brought 
challenging the constitutionality of legislation that permitted video lottery gaming at various 
racetracks in New York State including SHRI.  The action was commenced against the Governor of 
the State of New York and SHRI intervened in support of the Governor.  The Court of Appeals found 
the statute allowing video lottery gaming to be constitutional.
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•  Suffolk Regional Off Track Betting Corp. v. New York State Racing & Wagering Board 
and Saratoga Harness Racing, Inc., et al., 11 N.Y.3d 559 (2008).  Various off track betting 
corporations sued the New York State Racing & Wagering Board and all of the regional tracks 
including SHRI alleging that the Board had misinterpreted statutory payments due from the OTBs 
to the various regional tracks.  The court upheld the determination of the Racing & Wagering 
Board that the OTBs did owe various amounts of money to the regional tracks including SHRI.

•  Capital District Regional Off Track Betting Corp., et al. v. New York State Racing & Wagering 
Board and Saratoga Harness Racing, Inc., et al. (2011).  This was a second action commenced 
by the various OTBs against the Racing & Wagering Board and SHRI and other regional tracks 
alleging that a determination of the Racing & Wagering Board as to the moneys owed by the OTBs 
to the Tracks was improper.  By decision dated March 31, 2011, the Court ruled in favor of the 
Racing & Wagering Board and the regional tracks (including SHRI) and against the OTBs.  The 
OTBs filed an appeal, which was later withdrawn.

•  Capital District OTB v. Racing & Wagering Board and Saratoga Harness Racing Inc., et al. 
(2012).  This is a third action commenced by the various OTBs against the Racing & Wagering 
Board and various regional tracks including SHRI concerning amounts of money that the Board 
has determined that the OTBs owe the regional tracks.  The Court ruled in favor of the defendants.

•  In the past, the New York State Gaming Commission has issued several Violation Notifications to 
SHRI relating to violations of various operating regulations.  SHRI has responded to each of the 
Violation Notifications, and none has resulted in a monetary fine, suspension, revocation or any 
other type of sanction.

•  A number of employee grievances arising out of the collective bargaining agreement between 
Saratoga Harness Racing, Inc. and the New York Hotel and Motel Trades Council have been 
initiated and resolved.
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•  A number of Civil Actions relating to personal injuries are instituted each year and are turned 
over to the Company’s insurance carrier for defense.  The Company has not had a settled or closed 
matter that exceeded its policy limits.

c. Judgments – none.

d. Confidential Matters – Not applicable.

e.  Criminal Matters – Saratoga Harness Racing, Inc. has not been indicted or accused of a crime, nor 
has it been subject of a grand jury or criminal investigation during the past 10 years.

f.  Injunctions – Saratoga Harness Racing, Inc. is not the subject of any order, judgment or decree of 
any court, administrative body or other tribunal permanently or temporarily enjoining it from or 
otherwise limiting its participation in any type of business, practice or activity during the past ten 
(10) years.
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