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March 11, 2021

Standing Committee on Justice and Human Rights

Dear Committee Members,

Re: Sports Wagering and Historical Horse Racing in Canada

Woodbine Entertainment is the largest racetrack operator in Canada. Operating like a not-for-profit corporation,
without any owners or shareholders, Woodbine Entertainment’s sole mandate is to sustain the horseracing industry in
Ontario. We simply operate to ensure the horse racing industry in Ontario, which also supports the industry across
the country in many ways, is sustainable for decades to come. Any profits we make are re-invested into our core
operations and other strategic initiatives intended to benefit and serve the industry.

In addition to owning and operating Woodbine Racetrack in Toronto (home of The Queen’s Plate) and Woodbine
Mohawk Park in Milton, Woodbine Entertainment also owns and operates WEGZ Stadium Bar in Vaughan,
Greenwood Teletheatre in Toronto, more than 50 Champions off-track-betting locations (which exist within third-
party establishments across Ontario), and HPIbet.com, Canada’s only legal single-event betting platform that offers
horse racing from all tracks across the country and hundreds of tracks from around the world. Prior to the COVID-19
pandemic, Woodbine Entertainment employed nearly 2,000 employees, and it is responsible for approximately 90%
of the wagering revenue generated by the Canadian horse racing industry. On top of managing its own operations,
Woodbine Entertainment also manages all wagering operations for Ontario racetracks and licenses HPIbet.com to all
horse racing jurisdictions in Canada.

As part of its strategy in becoming a fully self-sustained organization that supports the entire horse racing industry in
Ontario, Woodbine Entertainment is currently embarking on the most exciting development project in Canada that
will responsibly develop the nearly 700 acres of land that surrounds Woodbine Racetrack in Rexdale, which will
include a brand-new casino resort with a 5,000 seat concert venue and a hotel, a new privately funded GO Station,
restaurants, shops. office spaces, green spaces including sports fields, and eventually residential, post-secondary
institutions and athletic facilities.

Largely supported by Woodbine Entertainment, Canada’s horse racing industry generates approximately 50,000 full-
time equivalent jobs across rural and urban Canada and contributes $5.6 billion annually to the national economy.
The production, care and racing of horses has economic benefits flowing through several sectors including agriculture,
entertainment, tourism, manufacturing and gaming. These jobs go well beyond jockeys and drivers and include
trainers, farm hands, veterinarians, harness and saddle makers, blacksmiths, farriers, hay and grain suppliers among
many others.

PARI-MUTUEL vs FIXED ODDS WAGERING

The wagering that flows through the pari-mutuel system is what supports and maintains the entire horse racing industry
and the numerous jobs and industries that rely on it. Fixed Odds Single-Event Sports Wagering presents an existential
threat to the horse racing industry and its participants, and measures must be taken to support the sector and protect
the pari-mutuel wagering system.
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There is a substantial risk that Single-Event Sports Wagering will cannibalize our customer base and impact the 50,000
jobs including many ancillary agricultural industries supported by horse racing across Canada. Tracks, many of which
are already on the brink of financial non-viability, may be forced to shut down operations, potentially resulting in the
loss of thousands of jobs spanning rural and urban Canada across several sectors and creating a significant risk to
animal welfare with the strong possibility that tens of thousands of horses will be abandoned or lose appropriate levels
of care.

Horse racing is currently the only sport in Canada today where the bet on the outcome of a single event, a race, is
legal. It is legal through the pari-mutuel system. The difference between pari-mutuel wagering and fixed odds
wagering is as follows:

Pari-Mutuel Wagering: Pari-mutuel is a betting system in which all bets of a particular type are placed together in
a pool; taxes and the “house takeout” are deducted, and payoff odds are calculated by sharing the pool among all
winning bets. Wagering on horse races is conducted using this model. In Canada this is managed through a
totalizator system which calculates and displays bets already made. Pari-mutuel betting differs from fixed odds
betting in that the final payout is not determined until the pool is closed — in fixed odds betting, the payout is agreed
at the time the bet is sold. Pari-mutuel gambling is federally regulated by the CPMA and helps fund the CPMA. This
model works as the ‘house takeout’ is used to sustain the industry through payments to the racetrack operator to be
used for purse payments, horse people associations and programs, and charitable organizations that provide care and
services to retired racehorses. The ‘house takeout’ also includes taxes, including payments to the CPMA.

Fixed Odds (Single Event) Wagering: In the fixed-odds model, a bookmaker—or a racetrack—assigns odds to
win for each horse or event. When a customer makes a bet, those wagers are locked in for the race. With this type of
wagering the bookmaker assumes the risk surrounding the odds being provided to customers but retains all proceeds
from lost wagers.

PARI-MUTUEL & FIXED ODDS WAGERING IN THE CRIMINAL CODE
e Pursuant to the Federal Criminal Code Part VIl wagering and the placing of bets is illegal in Canada.
e To be allowed to conduct wagering and the placing of bets an exception in the Code is required.
e The two notable exceptions are:

0 Section 204 which establishes the pari-mutuel wagering system on horse racing when regulated and
approved by the Minister of Agriculture and Agri-Food; and

0 Section 207 which allows the Provincial Governments to “conduct and manage” a Lottery Scheme.

e The Minister of Agriculture and Agri-Food fulfills its mandate through the Canadian Pari-Mutuel Association
(“CPMA™).

e  Section 207(4) provides the definition of a Lottery Scheme:
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“207 (4) In this section, lottery scheme means a game or any proposal, scheme, plan, means, device, contrivance or
operation described in any of paragraphs 206(1)(a) to (g), whether or not it involves betting, pool selling or a pool
system of betting other than

(a) three-card monte, punch board or coin table;

(b) bookmaking, pool selling or the making or recording of bets, including bets made through the agency
of a pool or pari-mutuel system, on any race or fight, or on a single sport event or athletic contest; or

(c) for the purposes of paragraphs (1)(b) to (f), a game or proposal, scheme, plan, means, device,
contrivance or operation described in any of paragraphs 206(1)(a) to (g) that is operated on or through a
computer, video device, slot machine or a dice game.”

e Section 207(4)(b) is the paragraph that currently prohibits Fixed Odds Single-Event Sports Wagering.

e The Private Member’s Bill that has been introduced, first by Brian Masse (NDP — Windsor, ON) and now
Kevin Waugh (Conservative — Saskatoon, SK), is a very simple bill which essentially just removes 207(4)(b)
from the Code.

e The effect of the Private Members Bill becoming law is that Provincial Governments would be able to
“conduct and manage” bookmaking and fixed odds single-event sports betting — including on horse racing.

e This poses a significant risk to the entire horse racing industry and the pari-mutuel system:

o0 No guarantee that the Provincial Governments, or those to whom they contract with to operate the
system, will pay fair and appropriate amounts to the horse racing industry, which bears the
substantial costs of producing the horses and conducting the races.

o No guarantee that Provincial Governments will include the racing industry in fixed odds single-
event sports wagering in general and an entire competitive industry will be established leaving
racing on the outside.

o Further, the pari-mutuel wagering system would not be able to compete. The pari-mutuel system
today operates in an environment where required deductions can be as high as 7-8 percent.

0 Horse racing would be subject to parallel regulatory bodies — Federal (CPMA) for a pari-mutuel
wager and Provincial (AGCO in the case of Ontario) for a single-event wager. The cost of these
systems would fall on the racing industry.

e On November 26, 2020 the Canadian government presented a solution to this problem when it introduced
Bill C-13, which retained Section 204(7)(b) amended as follows:

“(b) bookmaking, pool selling or the making or recording of bets, including bets made through the
agency of a pool or pari-mutuel system, on any horse-race; or”
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e By retaining the reference to “horse-race” in Section 204(7)(b), Bill C-13 protected horse racing from
incursion by fixed odds single-event sports wagering on horse races

e The Canadian horse racing industry is strongly of the view that it is incumbent upon the Standing Committee
on Justice and Human Rights to incorporate the language contained in Government Bill C-13 into the Private
Members Bill in order to provide the necessary protection for the horse racing industry and the tens of
thousands of jobs it supports.

HISTORICAL HORSE RACING

Historical Horse Racing (HHR) is a pari-mutuel gaming product where individuals wager on the outcome of horse
races that have occurred in the past. The HHR product is common in many jurisdictions and runs on existing software
and datasets. Because the wager is pari-mutuel it can be overseen and regulated by existing pari-mutuel regulators.
Discussions have been on-going with both the AGCO and the CPMA, and the CPMA has indicated that they can, and
are prepared to, take on the role of regulator for HHR.

The legalization of Fixed Odds Single-Event Sports Wagering will continue the trend of the horse racing industry
losing its market share to other gaming offerings. Using HHR to make horse racing competitive with other forms of
gaming is imperative to its survival.

HHR begins when a player deposits his wager, and a race is randomly selected from a video library of over 60,000
previously-run races. Identifying information such as the location and date of the race, and the names of the horses
and jockeys, is not shown. The player is able to view a "Skill Graph" charts from past performance showing
information such as the jockeys' and trainers' winning percentages. Based on this handicapping information, the player
picks the projected order of finish. Payouts are based on traditional pari-mutuel processes. The player's wager is
divided into several "betting pools" for different winning possibilities, such as picking the winner of the race, picking
the top three finishers in exact order, or any of the three selections finishing first and second. The system then shows
a replay of all or a portion of the race. If the player achieved a particular type of "win", he/she receives the money
from that pool, while the money in each of the other pools continues to accumulate until another bettor wins it.

e Many parts of the horse racing industry are already subsidized through provincial funding support programs.
Allowing the industry access to HHR is essential to its sustainability, and its future ability to reduce its need
for such support programs, thus enabling the provinces to direct these funds elsewhere, and enabling horse
racing to continue to be a key contributor to Canada’s rural economy.

e HHRis not a subsidy for horse racing. It is an innovative, racing-based product that reinvests in the industry,
sparks significant economic development and creates and preserves jobs. This in turn would result in a boost
for the entire Canadian economy, creating a win-win-win situation.

e HHRis a proven solution to support the sustainability of local horse racing industries in many jurisdictions.
It can be introduced quickly into licensed and regulated distribution channels across the country creating
needed additional revenues for the industry at a time when it is being particularly hard hit. Two recent
examples of the success of HHR are set out below:
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o in Virginia live horse racing has returned because of HHR. Colonial Downs, the state’s
only racetrack, was forced to stop racing in 2014 because of the poor economics of running
a racetrack in the state. Virginia’s racing commission worked with Colonial Downs to
approve regulations to allow HHR in the state. In 2019, the track was able to reopen
because of the additional revenue stream created by HHR and conducted a very successful
race meet.

o0 in Kentucky, the approval of HHR has been widely credited as sustaining the leading horse
racing jurisdiction in North America and ensured the sustainability of racetracks in the
state. Prior to the introduction of HHR, even Churchill Downs, home of the Kentucky
Derby, was suffering from a profound horse shortage due to competition with tracks whose
purses were fueled by slots and casino gaming. HHR contributed USD$36 million to
Kentucky’s racing purses in 2019 alone, and has contributed tax revenues to the state of
over USD$52 million to date; these numbers are growing annually. Kentucky’s HHR
facilities directly employ 1,400 people and pay USD$45 million annually in direct payroll
and benefits alone; the racetracks pay USD$100 million in state and local taxes each year.

HHR AND THE CRIMINAL CODE

Unlike in the United States, where state regulators can enable HHR at tracks to support their local horse racing
industry, provinces in Canada cannot do the same due to the interpretation of the definition of “bet” in the Criminal
Code.

e The term “bet” is defined in Section 197 of the Criminal Code as “an event that is to take place.” This has
been interpreted to preclude wagering on events that have occurred in the past such as HHR (even though
races are anonymized when the wager is placed).

e Section 197 (1) defines the term “bet” for the purposes of the section as follows:

“bet means a bet that is placed on any contingency or event that is to take place in or out of Canada, and without
restricting the generality of the foregoing, includes a bet that is placed on any contingency relating to a horse-race,
fight, match or sporting event that is to take place in or out of Canada;”

e The definition could be amended to allow for historic horse racing events with the following amendment:

“bet means a bet that is placed on any contingency or event that is to take place in or out of Canada, and without
restricting the generality of the foregoing, includes a bet that is placed on any contingency relating to a herse-race;
fight, match or sporting event that is to take place in or out of Canada save and except that, with respect to a horse-
race, bet means a bet that is placed on any contingency or event in or out of Canada;”
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In conclusion, Woodbine Entertainment strongly believes that the legalization of sports betting in Canada is a
tremendous opportunity for our economy. However, we cannot create a new industry at the cost of another. If the
legalization of sports betting is done properly, it has the opportunity to create new jobs for our citizens and generate
new revenues for the government — all while protecting another industry that today contributes $5.7 billion annually
to the national economy and supports more than 50,000 jobs nationwide and is a way of life for thousands of Canadian
families.

Should you have any questions or otherwise wish to discuss this crucial matter, please do not hesitate to contact me.

Sincerely,
Woodbine Entertainment Group

Jim Lawson
Chief Executive Officer



